DEPARTMENT OF THE NAVY 
APPROPRIATIONS FOR 1957 


OF MICHIGAN 
Pi a4 ‘i U : 5 


HEARINGS | © secant’ too: 


BEFORE THE 


SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 


EIGHTY-FOURTH CONGRESS 
‘ SECOND SISSION 


SUBCOMMITTEE ON DEPARTMENT OF THE NAVY APPROPRIATIONS 
HARRY R. SHEPPARD, California, Chairman 
a F. NORRELL, Arkansas RICHARD B. WIGGLESWORTH, Bape nic sigan 
EORGE W. ANDREWS, Alabama HAROLD C. OSTERTAG, New Yor 
Weank Sanpers, Lvecutive Secretary to the Subcommittee 


_ Printed for the use of the Committee on Appropriations 


as 











DEPARTMENT OF THE NAVY 
APPROPRIATIONS FOR 1957 


HEARINGS 


BEFORE THE 

SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 
EIGHTY-FOURTH CONGRESS 
SECOND SESSION 
SUBCOMMITTEE ON DEPARTMENT OF THE NAVY APPROPRIATIONS 
HARRY R. SHEPPARD, California, Chairman 
W. F. NORRELL, Arkansas RICHARD B. WIGGLESWORTH, Massachusetts 


GEORGE W. ANDREWS, Alabama HAROLD C. OSTERTAG, New York 
FRANK SANDERS, Levecutive Secretary to the Subcommittee 


Printed for the use of the Committee on Appropriations 


as 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
74105 WASHINGTON : 1956 








COMMITTEE ON APPROPRIATIONS 
CLARENCE CANNON, Missouri, Chairman 


GEORGE H. MAHON, Texas 
HARRY R. SHEPPARD, California 
ALBERT THOMAS, Texas 
MICHAEL J. KIRWAN, Ohio 

W. F. NORRELL, Arkansas 

JAMIE L. WHITTEN, Mississippi 
GEORGE W. ANDREWS, Alabama 
JOHN J. ROONEY, New York 

J. VAUGHAN GARY, Virginia 

JOHN E. FOGARTY, Rhode Island 
ROBERT L. F. SIKES, Florida 
ANTONIO M. FERNANDEZ, New,Mexico 
PRINCE H. PRESTON, Georgia 
OTTO E. PASSMAN, Louisiana 
LOUIS C. RABAUT, Michigan 
SIDNEY R. YATES, Illinois 

FRED MARSHALL, Minnesota 
JOHN J. RILEY, South Carolina 
ALFRED D. SIEMINSKI, New Jersey 
JOE L. EVINS, Tennessee 
HENDERSON LANHAM, Georgia 
CHARLES B. DEANE, North Carolina 
JOHN F. SHELLEY, California 
EDWARD P. BOLAND, Massachusetts 
DON MAGNUSON, Washington 
WILLIAM H. NATCHER, Kentucky 
DANIEL J. FLOOD, Pennsylvania 
WINFIELD K, DENTON, Indiana 
JAMES C. MURRAY, Illinois 


JOHN TABER, New York 

RICHARD B. WIGGLESW ORTH, Massachusetts 
BEN F. JENSEN, Iowa 

H. CARL ANDERSEN, Minnesota 

WALT HORAN, Washington 

GORDON CANFIELD, New Jersey 

IVOR D. FENTON, Pennsylvania 

JOHN PHILLIPS, California 

ERRETT P. SCRIVNER, Kansas 
FREDERIC R. COUDERT, JR., New York 
CLIFF CLEVENGER, Ohio 

EARL WILSON, Indiana 

GLENN R. DAVIS, Wisconsin 
BENJAMIN F. JAMES, Pennsylvania 
GERALD R. FORD, JR., Michigan 
EDWARD T. MILLER, Maryland 
CHARLES W. VURSELL, Illinois 

T. MILLET HAND, New Jersey 

HAROLD C. OSTERTAG, New York 
FRANK T. BOW, Ohio 


KENNETH SPRANELE, Clerk and Staff Director 


(11) 





OFPOSITED BY THE 
UNITED STATES OF AMERICA 


DEPARTMENT OF THE NAVY APPROPRIATIONS FOR 
1957 


Turspay, Fesruary 28, 1956. 
GENERAL STATEMENTS 
WITNESSES 


HON. RAYMOND H. FOGLER, ASSISTANT SECRETARY OF THE NAVY 
(MATERIAL) 

VICE ADM. EDWARD W. CLEXTON, USN, CHIEF OF NAVAL MATERIAL 

GRAEME C. BANNERMAN, PROCUREMENT DIVISION, OFFICE OF 
NAVAL MATERIAL 

WILLIAM H. MOORE, SPECIAL ASSISTANT, ASSISTANT SECRETARY 
OF THE NAVY (MATERIAL) 

HON. JAMES H. SMITH, JR., ASSISTANT SECRETARY OF THE NAVY 
(AIR) 

REAR ADM. JAMES S. RUSSELL, USN, CHIEF, BUREAU OF AERO- 
NAUTICS 

CAPT. THOMAS H. MOORER, USN, NAVAL AIDE, ASSISTANT SECRE- 
TARY OF THE NAVY (AIR) 

HON. WILLIAM B. FRANKE, ASSISTANT SECRETARY OF THE NAVY 
(FINANCIAL MANAGEMENT) 

REAR ADM. HAROLD P. SMITH, USN, DEPUTY COMPTROLLER 

NORWOOD P. CASSIDY, ASSISTANT COMPTROLLER, ACCOUNTING 
AND FINANCE 

REAR ADM. C. GRIFFITHS WARFIELD, SUPPLY CORPS, USN, ASSIST- 
ANT COMPTROLLER, AUDIT 

REAR ADM. GEORGE F. BEARDSLEY, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 

ERNST D. LUNDELL, DIRECTOR, PROGRESS REPORTS AND STA- 
TISTICS DIVISION 

EDWARD F. VENN, DIRECTOR, ESTIMATES AND ANALYSIS DIVI- 
SION 


Mr. Suepparp. We are about to start our hearings on the Navy’s 
budget for the next fiscal year, a total of $9,982 million. We have 
Assistant Secretaries Fogler, Smith, and Franke with us. 

I would like to say this to you gentlemen on the other side of the 
table: The men on this side of the table are pretty experienced. We 
have no new men here and we are trying to expedite the hearings and 
I would appreciate it very much if you confine yourselves to the 
answers and not do any elaboration unless it is necessary to clear up 
the answer. We are going to be impatient with lost motion because 
we want this thing to roll. 


STATEMENT OF ASSISTANT SECRETARY OF THE NAvy FOR MATERIAL 


Mr. Fogler, do you have a prepared statement to make to the Com- 
mittee at this time ¢ 


Mr. Foater. I have, Mr. Chairman. 
(1) 








Mr. Suerrarp. You may proceed. We will not interrupt you until 
you have completed your statement. 

Mr. Focirr. Mr. Chairman and members of the committee, the 
Secretary of the Navy and the Chief of Naval Operations have ap- 
peared before this committee to outline the overall plans and pro- 
grams of the Navy for the fiscal year 1957, and have requested the 
funds required. 

In my area of responsibility for policy management and control of 
production, procurement, supply, and distribution of material; I 
would like to report to you on some of the actions taken and major 
accomplishments of the Navy during the past year. 


PRODUCTION 


The production facilities of our country are turning out the mili- 
tary equipment for the Navy in the quantities ordered and substan- 
tially on time. Our aircraft production schedules are being met by 
the aircraft industry; the shipbuilding industry and our own naval 
shipyards are building new advanced type ships on schedule. Our 
yroduction of missiles, such as Terrier, Sparrow, Regulus, etc., are 
ving delivered to the Navy in ready condition, on time. With am- 
munition too, our production schedules are being met. In other 
words, substantially all our major items of military equipment are 
being satisfactorily produced by industry. 

Production analysis system: The Navy has, for several years, en- 
couraged contractors who do not employ an equivalent system to use 
what is known asa line of balance system. This technique is designed 
to assure component deliveries in adequate time to accomplish order ly 
production of end items. The technique sets forth time relationships 
iene various elements in the manufacturing process and points out 
deficiencies in the availability of material, parts, and assemblies at 
selected control points along the production line. The system ac- 
cumulates information from production records and production con- 
trol systems which are already available in many manufacturing 
organizations. Such information permits the Navy and the contrac- 
tor to review performance against the plan and to consider or antici- 
pate problems effecting future delivery schedules. It is all outlined 
graphically on charts ‘and hence makes underst: anding simple, rapid 
and most effective. Since January 1955, it has been installed in 38 
contractors plants producing highly critical items for the Navy, such 
as aircraft, ships components, electronics, missiles, and ordnance. 

To provide more extensive use of the production-analysis technique, 
the Navy has established training programs for the Navy and indus- 
try. Currently there are 90 Navy field personnel avaiable to install 
the system. Use of this management tool will improve delivery per- 
formance and should reduce manufacturing costs. 

Labor surplus area programs: A program was developed during the 
year to assist substantial labor surplus areas to make the best of 
their available resources to improve their economy and defense pro- 
duction potential. The program was experimentally applied in West 
Virginia and Pennsylvania, utilizing industrial workshops to inform 
manufacturers of Navy production-procurement requirements. Com- 
munity production clinics were held to develop a procurement-pro- 
duction program appropriate to the community’s resources. 
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In West Virginia, a defense production pool of manufacturers was 
formed capable of producing a critical defense item on an integrated 
basis in that dispersed geographic area as a mobilization planning 
project. Subcontracting procedures were improved in the community. 

The program has the effect of more fully utilizing the capacity of 
small industries for defense production; widening the area of compe- 
tition for Navy procurement ; and broadening the industrial mobiliza- 
tion base. The Navy group is now working in Texarkana, Tex. 

Flood disaster area program: When the floods of disaster magnitude 
occurred in the Northeastern United States, August 1955, the Navy 
developed a series of industrial clinics in the disaster counties to 
assure Maximum production-procurement assistance to actual and 
potential Navy contractors in the area. At the industrial clinics, manu- 
facturers were informed of Navy loan and lease of Government-owned 
machine tools and the setting aside of portions of Navy procurement 
for negotiation in the flood-disaster counties. A directory of partici- 
pating firms was developed which was disseminated to all appropriate 
prime contractors and inspectors of naval material, for use in sub- 
contracting. ‘The action taken has resulted in direct savings to the 
Navy in restoring plants to production, thereby keeping Navy pro- 
duction programs on schedule. Loans of Government-owned pumping 
equipment to contractors minimized damage to Government-owned 
property and inventories. ‘Twenty-eight industrial clinics were held 
in this area between August 1955 and February 1956. 

Reserve plant program: The Navy Department’s industrial reserve 
plant program includes 214 industr ial plants with an original cost of 
about $4 billion. The Navy Industrial Reserve Plant Review Board 
has been active for over a year investigating on the site the present 
and future utilization of the reserve plants and based on the lastest 
war plans, making recommendations as to their retention or disposal. 
The Board has analyzed the mobilization readiness of 164 of these 
plants and has initiated action to relieve the Navy of the sponsorship 
of 28 in which the Navy does not have a dominant mobilization interest. 


PROCUREMENT 


Negotiation of contracts: During the past year, we continued our 
program of orderly return to peacetime buying procedures. We have 
required the citation and justification for negotiation to be substan- 
tially in the same form as required by Public Law 413. As a corollary 

to this program of fully justifying each negotiated contract, the Navy 

encouraged the use of formal advertising wherever appropriate. 
While our total contract dollars awarded on a negotiated basis had 
previously been 88 percent, the amount negotiated during this fiscal 
year is 85 percent. The action taken by the ‘Department of Defense on 
Ji wnuary 1, 1956, to withdraw the broad authority of section 2 (c) (1) 
of Public Law 413 was wholeheartedly supported by the Navy. H. R. 
8710 already passed by the House withdraws the broad authority ex- 
cept under an emergency declared by the Congress. Nothwithstanding 
the method of procurement utilized, the Navy continued its vigorous 
program of insisting that competition be utilized in all of our buying 
operations to the maximum possible extent. 

Contract clearance procedures: We continued to review all nego- 
tiated contracts in excess of $300,000 prior to award. This review fune- 
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tion is performed by the Office of Naval Material and provides for an 
independent review of all of our larger contractual actions. In this 
way, we are able to review 85 percent of the Navy’s procurement dol- 
lars. By this function we have a mechanism for exchanging the best 
technique and experience that the Navy has had in any procurement 
situation or with any contractor and we are able to make the pricing 

ractices and experience of one purchase office available to others. 

‘his review insures that our contracting offices conform to Navy pro- 
curement policies and that good business judgment is utilized in con- 
summating the Navy’s larger contracts. 

In addition to this review in the clearance operation, on a contract- 
by-contract basis, we recently established a Procurement Review Group 
of highly trained purchasing experts for the purpose of closely ana- 
lyzing the procurement methods used in the Navy on an overall basis. 
The work of this newly established unit will allow us to test the effec- 
tiveness of our Navy procurement system. The benefits of this proce- 
dure will accrue in the months ahead. 

Fixed-price contracting: The Navy has continued to advocate the 
greatest possible utilization of fixed-price contracts on the theory that 
such contracts provide the maximum incentive for cost reduction. 
Through a concerted program, since 1953, the Navy has reduced the 
number of outstanding letter contracts from 1,150 to 61 and the num- 
ber of redeterminable and incentive contracts from 1,200 to 564. This 
makes it possible to better administer contracts, control costs, and re- 
price on a timely basis. 

Contract termination: Significant progress was made during calen- 
dar year 1955 in settling outstanding contract terminations. Due to 
the sharp cutback at the end of the Korean war, a peak of unsettled 
contract terminations amounting to $2,578 million existed in January 
of 1955. This figure has been reduced by approximately $575 million. 
This progress has been materially aided by the publication of a Navy 
Contract Termination Handbook to serve as a guide in the orderly 
settlement of these many claims throughout the Navy. Further, we 
followed up our 1954 contract termination course with a series of con- 
tract termination seminars conducted throughout the country. As a 
result of the uniform methods and greater skill on the part of our con- 
tract termination negotiators, we expect our progress in 1956 to be 
even greater. 

Revision of the Navy Procurement Directives: The Navy Procure- 
ment Directives, and the volume of Navy procurement regulations and 
guidance, was completely revised. The material therein was reorgan- 
ized to conform with the Armed Services Procurement Regulation. 
The number of pages was reduced from 900 to 500. 

Small business: During the past year the Navy has continued to 
emphasize the Navy subcontracting program to increase the participa- 
tion of small businesses in our large dollar contracts for such items as 
aircraft, jet engines, ships, missiles and heavy ordnance which neces- 
sarily require the facilities of large prime contractors. I have per- 
sonally addressed letters to approximately 260 major Navy prime 
contractors urging each of them to establish a small-business subcon- 
tracting program in their respective plants. The response to this 
appeal has been most encouraging, and I believe that many small busi- 
nesses will receive subcontracts from Navy prime contractors as a 
result of this program. 
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In order to be as responsive as possible to the needs of small busi- 
ness, a Navy Small Business Council was established with representa- 
tion from the Office of Naval Material and all the Navy bureaus. This 
Council has been carrying on a continuing review of small- business 
participation in Navy procurement with a view toward increasing op- 
portunities for small business and has done an outstanding job. It 
maintains daily liaison with the Small Business Committee of the 
Congress. 


SUPPLY AND DISTRIBUTION OF MATERIAL 


Inventory control policy and review: During the vear the Depart- 
ment of the Navy has issued a publication entitled “Navy Policy and 
Standards for Inventory Control” to all Navy inventory managers as 
basic policy guidance in the control and management of inventories 
under their cognizance. 

A Supply System Review Board has been established in the Office of 
Naval Material to conduct continuing reviews in the bureaus and 
supply demand control points, to insure full compliance with the 
Navy inventory system and to develop recommendations regarding 
inventory management policies, methods and procedures toward im- 
proved supply operations. Particular emphasis is placed on computa- 
tion of requirements, stock finding, inventory levels, and determination 
of excesses. 

The Board has completed a review of the Bureau of Ordnance and 
the Ordnance Supply Office functions. A review of the Bureau of 
Yards and Docks and the Aviation Supply Office is now in progress. 

Federal cataloging program: Since the start of the Federal catalog- 
ing program 1.250, 000 items of supply have been researched and 
identified and submitted into the Federal cataloging program for 
the assignment of stock numbers. In addition the Navy has assumed 
responsibility for the Department of Defense for operation of the 

Sentral Processing Office, which identifies and assigns stock numbers 
to items identified in terms of manufacturers’ part numbers. Approxi- 
mately 75 percent of all Army, Navy, Air Force items have been 
identified by this method. The Navy is on schedule in the second 
phase of the program, conversion. To date, 89,000 items have been 
converted and are in use at all levels of supply operations. These are 
the high turnover items and constitute approximately 32 percent of 
dollar issues or sales in the Navy supply system. The Navy will com- 
plete conversion of all items in its system by November 1958. 

Packaging: During October 1955 the Navy sponsored a joint mili- 
tary industry packaging and materials handling symposium; approxi- 
mately 1,000 military and industrial leaders attended. The meeting 
established a much closer working relationship between the military 
services and industry and developed a mutual understanding of each 
others needs in the field of packaging and materials handling. 

Technical personnel visited the 6th Fleet units oper ating in the 
Mediterranean to review the effects of the program. Observations re- 
vealed substandard packaging of some subsistence items, spare parts 
and electronic tubes, resulting in loss or damage of material. Other 
electrical items, due to their composition, did not require the degree of 
protection being provided. Action has been taken to improve j:ackag- 
ing to reduce losses in deficient areas and to prevent overpackaging. 
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Meetings were held with representatives from 50 Defense Depart- 
ment contractors in connection with the Navy-Air Force program on 
standard packaging and minimum container sizes. Requirements were 
developed for electrical instruments and repair parts resulting in tare 
weight and cube reduction up to 25 percent. Savings in weight, cube, 
and money are expected to continue in this program. 

Department of Defense material planning study: The Navy con- 
tinues to use the DOD Form No, 764 in all appropriate material plan- 
ning. This system uses the latest approved war plan to determine 
the mobilization requirements, incorporates the allowances of the forces 
in being and the Reserve components, takes account of the peacetime 
usage of the item, outlines the production schedule for the item, re- 
cords the stock on hand and on order, and finally indicates the funding 
through the fiscal year 1956 and the funding required in the fiscal year 
1957 budget. On one 9 by 15 sheet the complete status of one milit: ary 
item is outlined. 

The Navy has used this form in preparing its fiscal year 1957 budget, 
and hence our military item procurement program is sound. 

To summarize, gentlemen, these accomplishments are presented, not 
with any implication that they are a panacea for our many, many prob- 
lems, but rather to give you a progress report and to assure you that the 
Navy is aggressively see ‘king to solve its problems and improve its 
business management. Be fore I came to the Nav y, I was long asso- 
ciated with what seemed to me to be fairly large business ope rations. 
Yet my prior associations were certainly sm: all and unimportant. in 
comparison with that of our country’s vitally important Defense ef- 
fort. This comparison is compounded many times by the magnitude 
and complexiity of the problems presented by a new era of atomic 
power, jet airplanes, and missiles. I hope the day never comes when the 
Navy, or top officials of the Navy, are satisfied with either their situa- 
tion of their rate of progress. There are always opportunities for 
further improvement. Certainly they exist today. I can tell you, 
though, that we can see real progress In various ways, that we have a 
dedicated group of officers and civilians hard at work on our major 
problems, and that we expect to be able to report further progress in 
the year ahead. 

PRODUCTION 


Mr. Suerrarp. Thank you for your statement, Mr. Secretary. I 
am going to confine my inquiry to your statement because details be- 
yond your statement obviously will be available to the committee when 
we go into the detailed portions of your justifications. 


ADEQUACY OF SPECIFICATIONS 


I am interested in two statements you make on the first page, Mr. 
Secretary : 

The production facilities of our country are turning out the military equip- 
ment for the Navy in the quantities ordered and substantially on time. 

In other words, substantially all our major items of military equip- 
ment are being satisfactorily produced by industry. In view of some 
of the oo examples set forth in the recent committee investiga- 
tive report, as well as the fact that the Navy does, not infrequently, 
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have to extend delivery dates on contracts, I am going to take your 
remarks to mean that the extensions or other unsatisfactor y perform- 
ances on contracts is a result of inadequate contract specifications 
to start with and thus necessitates many change orders; or is there 
some other reason involved ¢ 

Mr. Foater. In some of the contracts which are old I think it is 
true that specifications were not as good as might have been given 
at that time. In complicated equipment it is impossible to have com- 
pletely firm specifications at the time of the initial order or the initia- 
tion of a contract. 

In my statement, “substantially on time”—there will be individual 
instances of major contracts which are not on time. We deal with 
a very broad area and covering a long period of time. We have con- 
tracts not yet completed that go back to 1950, 1951. It was antici- 
pated, when the original contracts were made, they would be com- 
pleted earlier. There have been changes due to the increased knowl- 
edge of what can be achieved. There have been corrections of mis- 
takes. But I think it is a very sound statement and will be borne 
out by careful review of all contracts that deliveries are substantially 
on time. 

Now, ina great many items they are completely on time. 

Mr. Surerparp. Now the committee all have had experience in cer- 
tain fields of procurement requirements that have to go through a 
rather lengthy process before the end product can be clarified to speci- 

fication determination. What particular efforts are you directing to 
the complete clarification of specifications in the field where they 
can be determined? Are we laying special effort in that field or are 
we more or less making a nicetry? Which of the two? 

Mr. Focter. That gets into techniques of contracting, particularly 
in the field of aircraft procurement. I would be glad to comment 
on it generally, but I think Mr. Bannerman, who is ~~ more 
familiar with contracting than any person we have in the Navy, and 
Admiral Russell, who is Chief of the Bureau of Aeronautics, may 
give you a clearer and more concise answer than I can. 

Mr. Snepparp. I want you gentlemen to feel free whenever a ques- 
tion like this is propounded, if there are some of your witnesses here 
that you feel are better informed on that particular 
is obvious to me you cannot have knowledge of the complete function— 
to feel free to call upon that witness. 

You may continue, Mr. Bannerman. 

Mr. BANNERMAN. I understand your question to be related prin- 
cipally to those items where we feel definite specifications are capable 
of being made. 

Mr. Suepparp. That is right. In other words, you have a position 
known as shadow or gray operation that nobody can define. Now we 
draw the line of demarcation as far as my question is concerned and, in 
the field of definition, I would like to know the answer. 

Mr. BANNERMAN. It involves Navy procurement, and in terms of 
contracts over 95 percent of our contracts are for items where specifi- 
cations can be definitely prescribed in advance, and they are being so 
prescribed. This has been Navy practice for some time. We have 
many people drafting and preparing specifications, and those specifi- 

cations are being used in the vast bulk of our procurement; definitive 
specifications as distinguished from the type I think you refer to—the 
shadowy fields. 
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CHANGE ORDERS 


Mr. Suepparp. While you have your specifications available, I mean 
the condition permits specifications, what would be the reason for 
change orders that might be followed or become functional or appear 
to function thereafter? 

Mr. BANNERMAN. I think the answer to that would be that, in the 
vast majority of our contracts in the Navy, made under definitive spec- 
ifications, there are no change orders. You can never be sure you will 
not get a change order because of some changing requirement or defect 
in your spec ification in the course of production, but the majority of 
our contracts are produced from beginning to end without change 
orders. 

I think the comment in the report with respect to change orders 
deals specifically with the types of items you indicated from your 
experience we do not normally have as definitive specifications. 

Mr. Sueprarpv. What change orders, if any, after you have reached 
a definitive status for specification requirements and issue specifica- 
tions accordingly, could be chargeable to change of policy? Emanat- 
ing from an echelon above yours, of course. 

Mr. BANNERMAN. Mr. Sheppard, I am not aware of any. I do not 
mean I would not think of some later, but I am not aware of any now. 

Mr. Suerparp. So far as you know, that would not fall within the 
field of changed requirements or change orders issuance ? 

Mr. BAnNERMAN. Change orders relate to change in design or speci- 
fication. It is conceivable that some policy decision might lead us 
to change the quantities we are ordering, but not design. 


PRODUCTION ANALYSIS SYSTEM 


Mr. Suepparp. On page 1 and 2 you speak of the line of balance 
system and state that this “will improve delivery performance and 
should reduce manufacturing costs.” How and what has been your 
experience to date in that field, if you please, Mr. Secretary, or to 
whomever you may designate the answer ? 

Mr. Focter. I am not sure my statement and thought agree about 
this. To make it completely clear what that is, it is a plan so that 
all component parts come together. It is amazing how many good 
manufacturers do not have in their management a plant that assures 
them of the delivery of all the components to make the final end item 
to be on hand at the right time. 

Mr. Suerparp. What is your system of followup to effectuate that ? 

Mr. Footer. We do that through the Naval Inspection Service, and 
we have gone beyond that and, after training people in our own or- 
ganization, helped train through personal contact with some very 
competent manufacturers so they will improve their own system of 
bringing together the component parts necessary for production so 
that the delivery of the end item may be on time. 

It was first presented to me in connection with one of our very 
difficult problems. It is one of the most advanced engines being manu- 
factured by the General Electric Co., J-79. I cannot give you at this 
moment a long list of these, but I can get for you and put in the record 

many companies and the products they are manufacturing. 

Mr. Suepparp. To the degree that the definition of line balance 
should be exercised in the record, when it comes to you, you could 
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add whatever is necessary in order to give us a list. The phrase “line 
of balance” is a little bit of an innovation so far as I am concerned, 
and I would like to have it defined so we know what is operating with- 
in that scope. 

Mr. BanNERMAN. In regard to what followup we have, I think we 
should say that we have people in our Inspection Service fully in- 
doctrinated in this system, and they follow up with contractors who 
seem to need it, with contractors whose production methods apparently 
can be aided by improved production control technique of this kind 
by our Inspection Service. 

Mr. Suepparp. It might be interesting to find out whether or not 
you are experiencing more difficulty in the older field of production, 
industrially speaking, than you are by those companies that have 
been injected into the field in the last 2 or 3 years. Do you find any 
differential between those two types of function ? 

Mr. Focrer. Rather generally, the newer companies in production 
are not as competent as the older companies even though they may 
have very good management and good financial resources; and, in the 
manufacturing of all of the newer products, there are problems which 
are more difficult than those the other companies are accustomed to 
manufacturing. 

Mr. Suerrarp. How much sales resistance are you meeting with 
companies where you inject this line of balance operation ? 

Mr. Foetrr. There have been instances of some resistance because 
the first reaction is likely to be this: “You think you can come in and 
tell us experienced manufacturers how to run our business.” We do 
not want to tell the manufacturers how to run their business, except 
that we want to try to get deliveries on time and get the lowest possible 
cost with the quality required. But, when once it is understood that 
we are working toward a mutual end, and that usually does not take 
long, we are welcomed, and I think it is true we are receiving more 
requests for assistance than we have the personnel to give. 

Mr. BANNERMAN. That is right. It is a voluntary system. 

Mr. Focier. Entirely voluntary. We do not compel it on anyone. 

Mr. Suepparp. Going by remote concept, it is an integral part of 
your contract, is it not, the end results? 

Mr. Foater. We have responsibility for getting deliveries, but we 
want to be careful 

Mr. Sueprarp. Technique supplied within the firm function would 
be their prerogative, but I do not see why anybody should resent a 
suggestion, because the expense ultimately is borne by the Government. 

Mr. Focier. Top management never does, I think. It is an in- 
dividual possibly in the line. 

(The following information was supplied later :) 

The line of balance or production analysis technique is that process which 
analyzes the flow of components into a production line from the standpoint of 
producibility, material criticality, and other factors influencing rate of avail- 


ability, and through graphic representation of the factors involved permits 
management to locate bottleneck factors and program production accordingly. 





PROGRAMS FOR LABOR SURPLUS AREAS 


Mr. Suepparp. Would you elaborate more on the success that you 
have had with your programs for labor surplus areas, please, at this 
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point in the record, or, if you have somebody here you prefer to have 
answer the question, please have them do so. 

Mr. Focier. Mr. Bannerman, I think possibly. 

Mr. Bannerman. The programs for assistance to labor surplus 
areas in no instance involve the payment of any additional money, 
but they do involve the making available to a large number of firms 
—the maximum number of firms in “ee surplus labor areas—infor- 
mation with respect to the things we are buying. They occasionally 
involve the setting aside of a centiati of a total of a large procure- 
ment we are making, for placement exclusively in that area at prices 
which will match prices which the balance of the amount being bought 
has been bought for competitively. 

This program has been very actively pursued during the year. 

Mr. Wieciesworrn. I did not hear that. 

Mr. Bannerman. This program has been actively pursued during 
the year, and we have held, as Mr. Fogler’s statement shows, a number 
of industrial clinics in areas of labor surplus to make the people 
there familiar with how to learn of our procurements and to make 
special arrangements to get individual procurements to their attention 
in advance; to offer them opportunities to compete, in other words. 

I do not have any statistics on how much business has actually been 
placed in labor surplus areas during the past year, but it has been large, 
indeed, much of it by virtue of these special techniques, and, of course, 
much of it that would have gone there anyway. 

Mr. Suepparp. Will you insert in the record where the assistance 
has been operated and to the degree monetarily ? 

(The following information was supplied. ) 


CONTRACTS PLACED IN LABOR SURPLUS AREAS 


During calendar year 1955 the Navy placed contracts totaling $436,415,000 with 
firms located in areas of substantial labor a as designated by the United 
States Department of Labor. Of this total, $7,224,000 was awarded to firms in 
labor surplus areas as a result of pre ferential treatment. Preferential treatment 
is accorded to firms in labor surplus areas in the event of tie bids on formally 
advertised procurements. In addition, firms in labor surplus areas receive 
preferential treatment as a result of decisions made by contracting officers to 
set aside portions of selected procurements for exclusive negotiation with firms 
in such areas. 

Navy contract awards placed with firms in labor surplus areas during 
calendar year 1955 are summarized as follows: 


New England States (Connecticut, Maine, Massachusetts, Rhode 


I ee $12, 814, 000 
Middle Atlantic States (Maryland, New Jersey, New York, Pennsyl- 

rr a a ee ee ian eee od 304, 298, 000 
Southern States (Alabama, Georgia, North Carolina, Texas) 

I a ka a a a a a *811, 000 


Midwest States (Illinois, Indiana, Iowa, Kansas, Kentucky, Michi- 
gan, Missouri, Ohio, Tennessee, West Virginia, Wisconsin) _~_____ 110, 702, 000 


West Pacific States (California, Oregon, Washington) -____--_____ 3, 431, 000 
one RO a a Na ee a Se Ce 213, 000 
Oe a ee dS 108, 000 


Ses Os og a ak ee See ee Oh * 5, 665, 000 


FeO a asc i ceed an clematis alia sataed danas tals cacaiee 436, 415, 000 


LC ceaeet figure appears because of current termination of contracts initially placed by 
the N Navy in 1950 and 1952. 

2 Textile industry is considered to be a depressed industry throughout the United States 
and statistical reports are not required to indicate location of textile firms receiving Navy 
contracts. 
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RESERVE PLANT PROGRAM 


Mr. Sreprarp. Mr. Secretary, on pages 3 and 4 you refer to the 
reserve plant program. Will you tell us more about what your board 
has found from their surveys to date, as well as what specific actions 
you are taking in the 28 cases you referred to / 

Mr. Focier. There are three possibilities in connection with those 28 
cases—declare them surplus to any Navy need, refer them to the De- 
partment of Defense for screening with the other departments of the 
Department of Defense, and then, if they are not needed in the other 
departments, of course, they are declared surplus to General Services 
Administration. 

There are some of these plants where the dominant interest is either 
Army or Air, and, in those cases, we recommend that the cognizance 
be transferred from the Navy to the Air. 

There are some which are for general defense needs and not. spe- 
cifically Navy needs, and we recommend in those cases that they go 
under cognizance of the Office of Defense Mobilization. But what we 
faced when we started this program was knowledge which was of what 
we hold. We did not know the current condition of the plants in all 

‘cases, but in many cases, we felt that we could not make a decision in 
val to the retention, with regard to their maintenance, in regard, in 
some cases, to leases to private operators without current and up-to- 
date knowledge. We now have on the 164, and we will have on the 
entire number, the date is June 1, complete and accurate up-to-date 
knowledge of our relationships with the people now operating the 
plants, what our investment is in the plants, and there are some that we 
think of as hybrid plants where we own part of them, the private in- 
dividual or corporation owns parts of them; we not only will have that, 
but a current decision, as we have made in the 28, but we will have it 
and plan to keep it up to date for decisions at any time in the — 
depending on what are the mobilization requirements of the Navy 
determined by the Navy, itself, or by Defense Department policy. 

Mr. Surerarp. What would be the approximate capital figure in- 
volved and the amount of plants turned over to other branches of the 
Government for disposition purposes 4 

Mr. Focier. [ will supply that for the record. 

Mr. Strerrarp. Supply that, please, indicating the plants. 

(This information will be found on p. 26.) 


CHANGES IN LETTER CONTRACTS 


Mr. Suerrarp. On page 5 you show certain statistics relative to 
changes in letter contracts and redeterminable and incentive contracts 
since 1953. 

What was your reduction between 1953 and 1954, 1954 and 1955 4 

Mr. BanNerRMAN. I do not have it, Mr. Sheppard. I think I can 
say generally to you it has been pretty much a straight line curve 
since 1953. The progress has been steady and continuing and about 
the same rate. If you want the specific figure we will supply it. 

Mr. Suerrarp. Please supply it. 

(The following information was supplied for the record. ) 


The Navy has reduced the number of outstanding letter contracts from 1,150 
in fiscal 1953 to 711 during fiscal 1954, to 61 as of January 31, 1956. The number 
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of redeterminable and incentive contracts has been reduced from 1,200 to 807 
as of December 31, 1954, and to 564 as of January 31, 1956. 


UNSETTLED CONTRACT TERMINATION 


Mr. Suepparp. The unsettled contract termination of over $2 bil- 
lion to which you refer on page 6 still appears to me to be quite large. 
What is the reason for that excessive backlog and what are you plan- 
ning to do about it? 

Mr. Focter. Mr. Bannerman is close to that. 

Mr. BannerMAN. The first thing that needs to be understood is that 
that figure is necessary to give us some handle to measure from the 
original contract price of those contracts which have been terminated. 
It does not follow that is the amount of the terminations. 

In other words, if we have a million-dollar contract that is awarded 
today and is terminated 2 weeks from today, that termination charge 
may turn out to be $10,000 rather than $1 million, but it is at a $1 
million contract that has been terminated and the $1 million is the 
figure that would be included here. So that this is the face amount 
of the terminated portions of contracts that are as yet unsettled. 

The big time factor that makes the settlement of some of these large 
and complicated contracts extend over a long period of time is the fact 
that you may have subcontracts down to the fourth, fifth, sixth, 
sev enth, eighth, or ninth tier that have to be settled successively be- 
fore you can negotiate your final settlement of the end contract. 

Mr. Suepparp. That is a subject matter, of course, which is the re- 
sponsibility actually vested in the primary contractor ? 

Mr. Footer. That is correct. 

Mr. Suepparp. You do not settle with him until he has taken care 
of the subcontractors ? 

Mr. BanNERMAN. That is right, but from the date we issue the ter- 
mination notice, total amount of the terminated portion of the primary 
contract appears in these statistics. He may not have settled his sub- 
contracts, It may be a year and a half before he files a claim with us, but 
during that year and a half this will be carried as an unsettled contract. 
This is the total of the unsettled contracts. It does not follow that any- 
where near that amount are pending settlement in the Navy Depart- 
ment on the basis of claims before us now. 

Mr. Suepprarp. Picking out any case you have in mind, once the 
prime contractor fulfills his mission, so far as requirements of his sub- 
contracts in order that he may make his presentation to you for deter- 
mination purposes, what is the average time element in which you can 
settle that particular claim ? 

Mr. BANNERMAN. I will try to answer the total question. I would 
like to have an opportunity to recheck this figure, but I would say it 
would be in the neighborhood of 5 to 6 months ‘after the claim comes in. 
This claim would have to be audited by the resident auditor and, in 
addition, the handling of inventory would be commented on by the 
resident inspector ; and the claim would come in with their comments 
to the office, wherever the contracting office was, and then settlement 
would be negotiated after full study. I would say 5 or 6 months would 
be a good average. 

Mr. Suepparp. Approximately what is the amount of the pending 
claims at this time ? 
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Mr. BANNERMAN. I will have to get that. 

Mr. SHepparp. Supply it for the record, please. 

(The following information was supplied for the record :) 

As of the end of calendar year 1955 unsettled contract terminations amounted 
to $2,005 million. Claims totaling $41 million on $674 million of the above amount 
have been received in the Navy. On the remaining amount of $1,331 million, 
claims have not as yet been submitted. 

During calendar year 1955 outstanding terminations in the amount of $801 
million were settled for approximately $59,651,000. 

Mr. WicciEswortu. What was that, Mr. Chairman? 

Mr. Sueprarp. I asked him to supply the approximate amount of 
the pending claims in the record. 

Mr. WiceLeswortH. You do not have that here ? 

Mr. Sueprparp. He says he does not have it at this time. 

Mr. OsrertaG. Does that mean unsettled 2 

Mr. Sueprarp. Yes. 

Mr. BANNERMAN. I take that to mean claims actually filed with 
the Navy? 

Mr. Sueprarp. That is correct. 

Mr. BANNERMAN. We will get it. 

Mr. WiceLteswortu. Do you not know roughly what it is? 

Mr. Bannerman. Roughly, about 25 percent of the total dollar value 
outstanding, so that—what was the figure here ? 

Mir, Sueprarp. Two billion. 

Mr. Bannerman. I would say that we are running about 500 mil- 
lion, then. 

Mr. Suerparp. When the record comes to you, see that the figure 
is as nearly accurate as you can. 

Mr. BANNERMAN. We can get ?t quite accurately. 


PACKAGING 


Mr. Suerrarp. On page 9 you state: 

Action has been taken to improve packaging to reduce losses in deficient areas 
and to prevent overpackaging. 

What action has been taken? In other words, tell me in detail about 
that, because we have had that packaging contract with us a period 
of years. What I am trying to reach for here, Mr. Secretary, is, are 
we going to continue the packaging program indefinitely? Is that 
necessary because of intake of different dimensional materials or just 
what is the story ? 

Mr. Foarirr. I think to some degree the packaging program is a 
continuing program and should be because in two ways it involves large 
sums of money. If we overpackage, transportation costs are excessive. 

If we do not protect the contents of the package, the losses are ex- 
CeSS1V e. 

In the Bureau of Supplies and Accounts, there is a continual review 
of packaging and there is research in a limited way being carried on 
continuously in the Bureau of Supplies and Accounts. I see no rea- 
son why that should ever be curtailed. Perhaps that it not the right 
word—ever be discontinued ; the degree of it depending on how many 
new products we may have which involve further study should lessen 
as time goes on. If we were always buying the same product, we 
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should reach a place where any special cost on the packaging pro- 
gram should be only in the field of checking to see that we were getting 
from every manufacturer the type of pack: ize which is determined 
to be the economical package. But we are not continuing to buy 
continuously the same product. 

Mr. Suerrarp. Again that goes into the manufacturer’s operation, 
as I would interpret procedure. He might have the same general idea 
that he voiced about the other operation when you interjected your 
thinking. How do you determine X contractor producing X article 
is going to pack it under your requirements for shipping purposes? 

Mr. BANNERMAN. Part ‘of our specifications. 

Mr. Focirr. In a great many cases that is in the specifications. 

Mr. Sueprarp. It becomes a component part of your contract ? 

Mr. Focuirr. Yes, sir. 

Mr. Suepprarp. T can assume from your comments and statement, 
Mr. Secretary, that in the established field, meaning by that dimen- 
sions, once you have ascertained your package 1 requirements you are 
done in that field as long as it continues to flow in the same ¢ category ? 

Mr. Foarer. Yes, sir. 

Mr. Suerrarp. And you are addressing yourself to the new dimen- 
sional requirements coming in in new production ? 

Mr. Focier. That is the large area, but we must ever be alert 
to the fact that someone continuously discovers better ways to do things 
with substitution or use of new and different materials. 

Mr. Suepparp. I presume in the material category you would be 
looking for your weight factor ? 

Mr. Focrer. Weight factor and if we can get lighter materials that 
will give as good protection we want to do it. 

Mr. Suepparp. I wonder whether or not this particular informa- 
tion would flow through your division and become conversant. What 
has been your difficulty in transit? I am addressing myself particu- 
larly to the question as it applies to your public-utility service. Is 
there any reflection anywhere along the road that has been brought to 
your attention so you could comment on it ? 

Mr. Focier. I have no information on that. 

Mr. Suerrarp. In the absence of having information of deliverable 
breakage, how do you determine the exactness of your contractor’s 
function and design for your packaging ? 

Mr. Footer. I assume that information is available in the Bureau 
of Supplies and Accounts, and I would be glad to get it. 

Mr. Suerrarp. That would be the division we should inquire into 
on that ? 

Mr. Focrrr. Yes. 

Mr. Suerrarp. I will not deviate from your statement if this mate- 
rial does not come to your particular cognizance. 


NEGOTIATED CONTRACTS 


You have referred to negotiated contracts, but, in order that the 
committee may be able to draw parallels of procedure here from policy 
down to your division, what determinations have been, if any, issued 
by the Office of the Secret: iry of Defense to the Navy wherein any 
lines of demarcation are drawn in the negotiated contract field ? 

Mr. Focier. I would like to have Mr. “Bannerman answer that. 
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Mr. BANNERMAN. The Department of Defense, in October this year, 
directed the discontinuance of the use of section 2 (C) (1), the 
national emergency exception, as the authority to negotiate contracts 
effective on contracts initiated on and after January 1 of this year, 
with a few stated exceptions which have been fully discussed else- 
where, but which I would be glad to state here, if you want them. 

Mr. Suerrarp. I think perhaps it would be advisable. How long 
is that directive ¢ 

Mr. BanNERMAN. The directive is in the Armed Services Procure- 
ment Regulation now. I will produce it and introduce it in the 
record. 

Mr. Suerrarp. Do that, please. 

(The following information was supplied to the committee :) 
Revised 8 November 1955 

PART 2—CIRCUMSTANCES PERMITTING NEGOTIATION 

3-201 National Emergency. 

8 201.1 Authorization. Pursuant to the authority of section 2 (c) (1) of the 
Act, purchases and contracts may be negotiated without formal advertising if 

“determined to be necessary in the public interest during the period of a 
national emergency declared by the President or by the Congress.”’ 
38-201.2 Application. 


(a) This authority shall be used only to the extent determined by the Assistant 
Secretary of Defense (Supply and Logistics) to be necessary in the public inter- 
est, and then only in accordance with Departmental procedures consistent with 
this paragraph 3-201. 

(b) With respect to procurements initiated on or after 1 January 1956, and f sr 
the duration of the national emergency declared pursuant to Presidential Procla 
mation 2914, dated December 16, 1950, the Assistant Secretary of Defense (Sup- 
ply and Logistics) has determined that the following procurements only may be 
made pursuant to the authority of section 2 (c) (1) of the Act: 

(i) Procurements made pursuant to labor surplus and disaster area pro- 
grams. 

(ii) Procurements made in keeping with the small business programs. 

(iii) Nonperishable subsistence (pending resolution of the recommendation 
on this subject contained in the report of the Commission on Organization of 
the Executive Branch of the Government, subject “Food and Clothing’’). 

(iv) Procurements for research and development for $100,000 or less. 

(v) Specific procurement programs designated by the Secretary of a mili- 
tary department. The Secretary shall make findings fully justifying such 
designation, and these findings shall be reviewed at least every six months 
thereafter to determine the continuing need for such designation. A copy of 
the finding and of the reports on the review shall be forwarded to the Assist- 
ant Secretary of Defense (Supply and Logistics). 

(c) Except as authorized in the foregoing subparagraph (b), procurements 
may be negotiated only when authorized by subsections (2) through (17) of sec- 
tion 2 (c) and section 2 (e) of the Act (ASPR 3-202 through 3-218) ; determina- 

“tions and findings shall be made in accordance with section 7 of the Act (Part 3 
of this Section III) ; and the appropriate authority shall be cited in each contract. 


Revised 23 January 1956 
Part 2—CIRCUMSTANCES PERMITTING NEGOTIATION 


3-201 National Emergency. 
8-201.1 Authorization. Pursuant to the authority of section 2 (c) (1) of the 
Act, purchases and contracts may be negotiated without formal advertising if- 
“determined to be necessary in the public interest during the period of a 
national emergency declared by the President or by the Congress.” 


74195—56 2 








16 


38—201.2 Application. 

(a) This authority shall be used only to the extent determined by the Assistant 
Secretary of Defense (Supply and Logistics) to be necessary in the public in- 
terest, and then only in accordance with Departmental procedures consistent with 
this paragraph 3-201. 

(b) With respect to procurements initiated on or after 1 January 1956, and 
for the duration of the national emergency declared pursuant to Presidential 
Proclamation 2914, dated December 16, 1950, the Assistant Secretary of Defense 
(Supply and Logistics) has determined that the following procurements only 
shall be made pursuant to the authority of section 2 (c) (1) of the Act: 

(i) Procurements made pursuant to labor surplus and disaster area pro- 
grams. Set asides shall be negotiated in accordance with procedures set 
forth in ASPR 3-219. 

(ii) Procurements made in keeping with the small business programs. 
Set asides shall be negotiated in accordance with procedures set forth in 
DOD Directive 4100.9, dated 14 November 1955, Subject: Relationship with 
The Small Business Administration. 

(iii) Nonperishable subsistence (pending resolution of the recommenda- 
tion on this subject contained in the report of the Commission on Organi- 
zation of the Executive Branch of the Government, subject “Food and 
Clothing”’). 

(iv) Procurements for research and development for $100,000 or less. 

(c) Except as authorized in the foregoing subparagraph (b), procurements 
may be negotiated only when authorized by subsections (2) through (17) of 
section 2 (c), and section 2 (e) of the Act (ASPR 3-202 through 3-218) and 
ASPR 3-219; determinations and findings shall be made in accordance with 
section 7 of the Act (Part 3 of this Section III) ; and the appropriate authority 
shall be cited in each contract. 


COMPARSION OF PRIVATE INDUSTRY AND NAVY PROCUREMENT 


Mr. Anprews. Mr. Secretary, you have had a long, successful ex- 
perience in business and private enterprise and you have been for sev- 
eral years Under Secretary of the Navy, one of the biggest businesses 
on earth. 

How do you think that the methods of procurement, buying in the 
Navy that you have observed compare with those methods in private 
enterprise ¢ 

Mr. Focier. There are several phases of that, I think, which I can 
discuss a little. I think from the standpoint of the competence of 
the people and their diligence in their responsibilities, it compares 
very favorably. It is a slower process, and, while there may be areas 
in which the procurement can be speeded, 1 doubt if in a public 
responsibility in Government, where all of us have a public responsi- 
bility, we can ever do the shortcutting that is possible in a corpora- 
tion or in business, because the public wants to know what we are 
doing and it must be done under public regulation. 

In my business experience I had no contact with complicated equip- 
ment like jet engines, airplanes, and ships. 

Mr. Anprews How about supply ? 

Mr. Focuer. In the supply field, with the exception of the fact that 
we have a very large part of that field covered by sealed bids which 
is slower than by direct negotiations, and I think in industry, for 
that type of procurement, sealed bids are almost never used, and 
the fact that it encompasses a tremendously wider range of products, 
it would compare very favorably with the procurement in private busi- 
ness. 

Mr. Anprews. You think, then that the Navy is purchasing about 
as cheaply as is done in private enterprise ¢ 
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Mr. Foeuer. I think it purchases as cheaply. I think it cannot ad- 
just as quickly to price changes and it cannot utilize what business can 
utilize, which is spot purchasing of limited quantities which are some- 
times real bargains. But actually, I have been very favorably im- 
pressed—I am talking about the total overall—with the procurement 
activities and the results in the Navy. I have seen some pretty bad 
bungles, I have learned of some that happened before I came here, 
but no one should be under any illusions that bungles are not made 
in private industry. They are I know. I have participated in them 
and I have had to pay the penalty of having to correct some. 

Mr. Anprews. Of course, those bungles 

Mr. Foeirr. ‘They relate to the size of the procurements involved. 

Mr. Anpbrews. Those in private industry are not blown up and 
publicized like those in Government ? 

Mr. Foeier. That is right. I do not want any misunderstanding. 
We are not doing in the Navy as good a job as we can do, and I think 
we will do if we do not get into another war program. If we do, I will 
guess that those actions that were taken during the previous crash 
program will be repeated. 





NEGOTIATED CONTRACTS 


Mr. Anprews. You stated your total contract dollars awarded on 
a negotiated basis had been 88 percent and the amount negotiated 
during the fiscal year 85 percent? 

Mr. Foeuer. That is right. 

Mr. Anprews. Is it your goal to try to reduce the total amount of 
dollars awarded by negotiated contracts 4 

Mr. Foeciter. We are working toward that end, but I think the dol- 
lars in negotiated contracts will always be very much greater than the 
dollars in sealed bid contracts. 

Mr. Anprews. Is that due to the peculiar type of procurement ? 

Mr. Foe rr. It is due to the fact that the great majority of the dol- 
lars go for planes, engines, ships, and missiles and research and devel- 
opment. There are many more individual contracts by sealed bids 
than by negotiated, that is, numbers of contracts. 

Mr. Anprews. What supervision do you give to a negotiated con- 
tract to determine whether or not the contractor is as economy-minded 
as he should be? 

Mr. Focirr. Personally, I give very little, but the Office of Nava! 
Material in its review of these contracts gives a great deal. 

Mr. BAnNeRMAN. The best assurance that the contractor is going 
to be eeonomy-minded in his production under the contract is to award 
to him, if possible after competition, a fixed price contract. If he had 
that, he will be economy-minded, because failure to economize will cost 
him money and economy will save him money. 

Mr. Anprews. Do you award most of your contracts for plane pro- 
curement by fixed price contract or by negotiation / 

Mr. Bannerman. There is no inconsistency between a fixed price 
contract and negotiation. Many of our negotiated contracts are fixed 
price contracts. I would say the vast preponderance of negotiated con- 
tracts are fixed price in terms of numbers of contracts, but not neces- 
sarily in terms of numbers of dollars. If you talk about airplanes, | 
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guess practically all our airplane contracts, with very few exceptions, 
are on some form of a price redeterminable contract ; we do watch very 

carefully the negotiation of those contracts, and, as far as Mr. Fogler 
is concerned, he is supported in this by the Contract Clearance Office 
he described in his paper in its review of the pricing of those contracts. 


CONSIDERATION OF SALARIES AND BONUSES OF EMPLOYEES OF CONTRACTING COMPANIES 


Mr. Anprews. The Armed Services Committee has been giving con- 
siderable attention to negotiated or fixed price contracts between the 
armed services and aircraft companies. They are going into the ques- 
tion of big salaries and bonuses. 

What consideration does the Navy give to those types of contracts ? 

(Discussion off the record.) 

L want to know about ees to employees, exorbitant salaries to 
officials of companies, if any, which naturally would add to the cost of 
the finished product that the Navy gets. 

Mr. BanNERMAN. The question of any element of cost under a con- 
tract which directly or indirectly will be borne by the Government is 
always a matter of interest to the Government. These matters of the 
type you questioned us on are inquired into very carefully. It should 
not be assumed, of course, that bonuses to employees are necessarily 
exorbitant. Many companies in their normal commercial business, pay 
bonuses to employees. 

Mr. Suepparp. Does your interest in that type of function, however, 
take you into the background of that corporation to see what they 
issued as bonuses under their normal procedure and what they issue 
after they get a Federal contract ? 

Mr. BanNnerMAN. Yes, sir. 

Mr. Suxrrarp. You do not feel at this time that the bonuses to which 
the gentleman addresses his queries are obviously unnecessary insofar 
as the Navy and its contracts are concerned. Is that right? 

Mr. Bannerman. I do not think it is possible to answer that ques- 
tion categorically. There are a variety of situations which arise, 
many of them coming out in the press. Some of these clearly are justi- 
fied and some probably are not. I think you have to look at each one 
to be able to answer that question. There is no other way of handling 
it. 

Mr. Foeter. I think we have to be a bit careful in trying to evalu- 
ate a dollar sign on a salary or dollar signs on bonuses. 

We do have an unusual circumstance in connection with some of our 
contracts with airplane companies where nearly all of their business 
is with the Government. It is a different situation from a straight. 
completely competitive type of relationship you might have with a 
half dozen other companies, where you can buy it with assurance of 
quality and delivery at the lowest possible price. 

3ut those salaries and those bonuses have to a considerable degree 
to be evaluated in terms of what those managerial people and what 
those other people, superintendents down to the individual laborers, 
might command in other industry. We cannot just simply say that a 
$25,000 salary or $50,000 salary or any other amount is.excessive, or 
that bonuses paid which may be 5 percent of the worker’s total income 
or some other percentage is necessarily something which should not 
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be paid. We cannot make that kind of determination because we do 
have in the country as a whole labor markets, overall general income 
expectancies in rates, not at all uniform, and we do have demands for 
managerial talent in this country. 

I don’t know any way, except the way we do approach it, and in 
the way investigations by congressional committees will bring to light 
any way in which care is not being exercised, that we can arrive at 
the right general area where we should be. I don’t think we can 
determine exactly at this point just what to do. 

Mr. Anprews. I am erlad to know that when you negotiate a con- 
tract with, you might say, a monopoly, or a monopolistic supplier, 
that you do take a “look- -see into his internal organization, his finan- 
cial setup, and his way of doing business, because it could be that he 
could operate in such a way that it would add considerably to the cost 
of the finished product. 

Mr. Footer. We are in a pretty difficult field here and one where 
we try to take a careful look. 

Mr. Sueprarp. With reference to the gentleman’s question pertain- 
ing to monopolistic functions, I have been under the impression so 
far as Navy is concerned that you were studiously avoiding issuing 
contracts to an individual firm. In fact, you have gone so far in the 
past as to take the production know-how of X company and made 
them serve with other firms for competitive purposes. Is that a fact 
or not ¢ 

Mr. Foaier. We have done that. We have been criticized for it and 
commended for it. 

Mr. BannerRMAN. That is not always possible, of course. It is 
done in connection with some types of contracts. 

Mr. Snerrarp. However, you do pursue that course when it is 
possible, or apparently possible, because you have done it in the past. 

Mr. BANNERMAN. Where it is possible, desirable and economically 
practical we will do it, and still do it. 

Mr. Suepparp. It is confined to practically all of your fields of re- 
quirement, it is not, outside of unknown factors ¢ 

Mr. BANNERMAN. It may well be. 

Mr. Sneprarp. Talking about stereotyped production now. For 

*xample, batteries, just taking an example, a firm comes up with an im- 
eens ement on a battery, and they have spent their money and time to 
develop the improvement. You immediately make them take that 
battery process, improvements thereon, and make them expose it to 
other firms ? 

Mr. BANNERMAN. We are always seeking additional competition. 

Mr. Foatrr. I am not sure whether Admiral Russell has anything to 
add in his particular field of airplanes and engines. There may be 
some specific comments he might have in connection with this. 

Mr. Suerrarp. If there is anything to add, please go ahead. 

Admiral Russert. We may hold a competitive design and settle 
upon which company will give us the best product based on that 
design. 

From then on out, it is a matter of negotiation to get the cheapest 
cost and the best quality for the price. 

Mr. Focter. With the one company. 

Admiral Russetx. Profit, salaries, bonuses, of course we always 
look at, always with the end in view we want to get the optimum for 
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the Government, the best y 


alue for the dollar, and, above al] else, the 
st quality end product be 


Cause this means Our national safet E 
r. SHEPPARD. On the bo j 


nus aspect of this Situation it would be 
difficult to £0 into that feature in your origina] hegotiation because 
the amount of profit which might be made by company would 
etermine its allocation of bonuses ; would it not ? 
Admiral Russenn, That is true. 
fr. Suepparp. So in reality so f 
is an aftermath of your negotiation ? 
Admiral Rusgrz1, But we would look into the bonus policy of the 
company in making the award. 


r. SHEPPARD. And whether they ever had a bonus Policy. 

Admiral] Russenn. If they need the bonus to Prompt people to do 

etter work and it is used judiciously, there is no reason to be against it. 

Mr. ViecLEsworrn. I unders . going to furnish for the 
record a statement of producti ich has gone into labor-surplus 
areas during the past fiscal year ? 

ar. .OGLER. Yes, sir. 

Mr. Wicc.esworrn. Is my understanding also correct that the 
reserve-plant review wil] be completed by the end of the current fisea] 
year ? 

Mr. Footer. It will be, yes, 


Mr. W IGGLESWoRTH, So we will know how m 
surplus? 


Mr. Foorrr. That is correct, sir. 


ar as the bonus is concerned that 
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CONTRACT TERMI NATIONS 


Mr. Wicctesworrn. Just a word by way of clarification under the 
contract-termination Picture. I dic hot understand just what was 
Said. Apparently from your statement, there was a peak unsettled 
contract termination total of $2579 million existing on January of 
1955, and that has been reduced 


to approximately $9 billion. When 
will that be cleared up ? 

fr. ANNERMAN. This is like any other phase of procurement, Mr. 
Wigglesworth, 


It never is completely cleared up. ; 
Mr. Wiccresworry, ‘ou don’t expect to carry an outstanding figure 
like that do you? 


Mr. BanNeERMAN. We expect to reduce it rather d 
would judge this could be expected to be three-quarters of that in 
another year, and still going down. The trend has been down for the 
last year. 


Mr. Wiccresworrn. What is down? What are y 


at is the minimum figure you estim 


rastically, [ 


you aiming at? 
ate you will carry ? 
fr. BANNERMAN. I would find that difficult to estimate. I would 
Say a half billion dollars probably, 
Mr. Wicctesworrn. Half a billion dollars might be norma] ? 
fr. BANNerMan. Might be normal, depending quite a lot on the 


level of military activity, appropriations, and the trend, whether 
the level is going up or down, 


Mr. Wicc.esworrn. Unde 
hope to be down to norma] ? 
r. BANNERMAN, JT would say 


r present conditions when would you ‘ 


2 years. 
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Mr. WiacieswortH. Two more years? 

Mr. BANNERMAN. Yes, sir. 

Mr. WiecLieswortn. What is the reason for the delay? 

Mr. BannerMAN. Largely in settlement of subcontractors’ claims 
down to a number of levels below the prime. You may have 5, 6, 7 or 
8 tiers of subcontractors. I have seen them higher than that. In 
addition there are delays due to the clearance and disposition of un- 
used inventory in the plants of all of these various subcontractors. 
This all takes a great deal of time and all takes place before the prime 
contractor’s claim ever is submitted to the Navy. 

Mr. WicerteswortH. This is entirely distinct from the renegotia- 
tion function; is it not ? 

Mr. BANNERMAN. Yes,sir. It has no relation to that. 


INVENTORY CONTROL POLICY AND REVIEW 


Mr. WieGieswortH. You refer on page 7 to the publication entitled 
“Navy Policies, Standards for Inventory Control,” and to the supply 
system review board, and then over at the bottom of page 9 you speak 
of the Department of Defense Form No. 764, which you state is used 
in all appropriate materiel planning. I don’t know what “appro- 
priate” means, but you say the system is the latest approved war 
plan to determine the mobilization requirements, that it incorporates 
the allowances of the forces in being and the Reserve components, 
takes account of the peacetime usage of the item, outlines the produc- 
tion schedule for the item, records the stock on hand and on order, and 
finally indicates the funding through the fiscal year 1956 and the 
funding required in the fiscal year 1957. 

We have talked in this panel and in the subcommittee in the past 
about the importance of inventory control and the steps necessary 
to assure accurate usage figures in connection with the operations not 
only in the Navy but in each of the Departments. 

Does this statement which I have just referred to mean that you are 
now telling the committee that this matter is now fully under control 
and that we have in fact the inventory control, the usage figures, and 
so on, which are essential to efficiency and economy ? 

Mr. Foater. I would like to make just one comment and then ask 
Admiral Clexton, now Chief of Navy Material, who was for some con- 
siderable period of time the chief budget officer of the Navy, to com- 
ment on it. 

I believe in connection with inventory we ought more frequently 
to say inventory management rather than inventory control, because 
control frequently is interpreted to mean you simply know what you 
have, where it is, and so on and so forth. Inventory activities of the 
Navy are not simply confined to having items in stock. It is a 
moving 

Mr. WiccieswortH. That is the name of your publication, is it not, 
Navy Policy and Standards for Inventory Control ? 

Mr. Focter. I have been trying for a long time to get the concept 
of management into the thing, because the real problem is management 
of inventory. 

Admiral Clexton is very familiar with the development of the form 
which you have mentioned, the number of which is here, 764. 
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He was for a substantial number of years the chief budget officer of 
the Navy. I would like to have him comment 

Mr. WiccieswortH. He is an old friend of this panel and we are 
glad to have him back. 

Mr. Foerier. I think you know him well and know how competent 
he is. 

Admiral Ciexton. Mr. Wigglesworth, addressing myself to the 
form, 764 was under consideration for about 3 years, and on this form 
you have everything you need to know about an item of military equip- 
ment in order to make a proper decision on whether you should buy 
it, whether you should get rid of it, or exactly what you should do 
about it. 

As the statement indicated, the first part of the form shows you the 
effect of the current war plan on your need. These are the require- 
ments. 

The second part of the form shows you exactly the inventory of 
these items in the hands of the combat forces; also in the hands of 
the Reserve forces; and the usage of that particular item by those two 
combat forces. 

Mr. SHepparp. May I ask a question at that point ? 

Mr. Wieciteswortn. Certainly. 

Mr. Surprarp. Does it also indicate what is in warehouse and not 
assigned to those respective divisions you have referred to? 

Admiral Ciexton. Yes, sir; that is part No. 3. 

Part No. 3 indicates the stock on hand in the warehouses and in the 
pipelines. 

Then in addition the other assets are those which are on order and 
have not been delivered yet, and those are added in. 

So you finally end up by having the total requirements and the total 
assets on hand and on order, and then you subtract the assets from 
the requirements and that is what you have to buy. 

It also has one other item on it, and that is it shows the production 
schedule of this item. 

As you know, in the production of an item if you are manufacturing 
an item ata fairly high rate, you do not need much of a mobilization 
reserve, so this is an important part of this form. It gives you the 
exact production schedule in being at this time of that item. 

The final information is the funding, how much of this item actually 
has been funded up through the fiscal year 1956 in this case, and then 
the amount requested in the 1957 budget. 

Therefore on this 1 small piece of paper you have a history of that 1 
item, say a 38-inch 50 shell, and you can make a very definite good deci- 
sion as to what you need to do. 

Mr. Wiccteswortn. In other words, the Navy feels it now has in 
terms of inventory management and usage figures all that it needs in 
order to do an ace urate job. Is that correct ? 

Mr. Focier. I think that is true, and I think the approach to making 
the decisions as to how much we will need, therefore how many dollars 
we will need, is as sound as any system I have ever seen in industry. 

Mr. Wiccieswortu. Thank you very much. 
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PRODUCTION 


Mr. Osrerrac. Mr, Secretary, under the heading of “Production” 
in your statement, I was pleased to oa that the Navy is confronted 
with no particular problem in your schedule of production, We can 
assume that production is moving along substantially on time. 


EFFECT OF NEW DEVELOPMENTS AND RESEARCH ON PRODUCTION SCHEDULES 


I would be interested to know just how a schedule of that kind can be 
maintained in the light of new developments and with the new research 
and development, all of which effect changes and production. Would 
you care to comment on the relationship of new developments to your 
schedules ¢ 

Mr. Focrer. New developments always are a problem in schedules, 
particularly in the missiles field and in aircraft and air engine field, 
but the final production determination of a schedule cannot be made 
until what we believe are the major developments incorporated into 
the end item. 

For instance, we anticipate the receipt of approximately 2,200 air- 
craft this year, and it appears now that they will be delivered. Ad- 
miral Russell can comment as to whether or not in the various types 
there will be substantial differences between what was anticipated and 
what actually will be delivered. 

There are always some elements of slippage in some items. I ap- 
proach this from the overall delivery basis, however, and my mre 
information is that the 2,200 aircraft will be delivered during t! 
fiscal year. 

Shipbuilding previous years appropriations are across the board 
practically on schedule. I checked that within the last week or 10 days. 

In the new shipbuilding request for 1957 there are 23 new ships. 
In fact schedules are just being made on deliveries. 

In the missiles mentioned my information right up to date is that 
they will be delivered on schedules in the numbers antic ipated. 

IT think undoubtedly some of the particular engines for some of the 
particular planes may have slippage. Admiral Russell perhaps can 
tell you exactly w hat he has in the w ay of latest information about 
various models of planes. 

Admiral Russet. Very briefly, sir, we will meet our schedule in 
general. There have been some slippages. There have been some 
models which have not come along as rapidly as we have expected, 
and we have had to reprogram and take somewhat more of an older 
type than a modern one which we would like to have had, but in general 
the progress has been satisfactory in the delivery of aircraft. 

Mr. Osterrag. In connection with the development of missiles, are 
you in that stage of production where you have a completely developed 
item so that you can go into full production in the missile program ? 

(Discussion off the record. ) 

Mr. QOsrerrac. How about the antisubmarine program? Is that 
on schedule ? 

Mr. Foauer. I cannot answer that here. I would have to get in- 
formation from another source on that. 

Mr. Suepparp. We will cover that later. 








24 


Mr. Osrertac. The future looks rather right, then, on the matter 
of maintaining your current schedule and there seems to be no com- 
plication in the production field insofar as the Navy’s program is 
concerned. Is that a fair statement, Mr. Secretary / 

Mr. Foerer. On an overall basis I think it is. On the other hand 
in this area in which we work continuously, the possibility of a world 
blowup, I don’t think any delivery is fast enough, and I am day by 
day concerned about that. 

But in accordance with the schedules and requirements of the Joint 
Chiefs of Staff, National Security Council, and the requirements given 
to us coming from them through the Chief of Naval Operations, I think 
we can say that there is a fair degree of optimism. 

I don’t know as we can ever have real optimism in this uncertain 
field. It is a concerning field when you deal with it every day as your 
committee does and as we do in the Navy. 

Mr. OsrertaG. Is there any need for more rapid production than 
you are getting today ? 

Mr. Focter. On an overall basis I think not. 

Mr. Osrerrac. Or in any field? 

Mr. Focrer. I personally would like very much, and I hope, we can 
find a way to shorten the time, and this doesn’t apply to a particular 
contract or end item, between the original research for a new plane 
or an improved and more powerful engine, from that time until we 
actually get production is a period of years. Any time we can cut 
a month, 2 or 3 months from that, I think it would be very helpful. 

Mr. Osrertac. You are speaking of production rather than develop- 
ment; are you not? A 

Mr. Foetrr. Yes. I am speaking of the period when research has 
indicated it is a possibility. You know a question has come up on the 
use of research funds for production. 

In my thinking as soon as we have finished research, I think we 
would be much better off, if we think of the whole thing from then 
on as production. 

Mr. Osrertac. Even though it is in the development stage ? 

Mr. Footer. Well, the initial models in planes are frequently planes 
which go into the fleet and actually are used. They are the prototype. 
It is a production company which has that cognizance from that time 
on. Iam expressing now a personal opinion. 

Mr. Sueprarp. Of course you are addressing yourself to the total 
picture from the time of inception to the time of operation ? 

Mr. Foater. Yes. 

Mr. Sueprarp. If you have any reservations. it is that you would 
like to see that span shortened as much as possible ? 

Mr. Footer. That is right; and it is a long span. 

Mr. Suepparp. I grant you that. 

Mr. Footer. If we don’t look at it on the basis of a month being 
important, on a 5-year basis, or 2 months or 3 months, I am concerned 
that we may say 5 years is normal and not be concerned with taking 
just 3 months off or 6 months. 

I am very interested, and I personally do a lot of following up in 
that area to see if we can get the manufacturers and our own people 
with a new determination to make that period shorter. 





ni i Nanci sane sir: 
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I don’t want it shorter if, in the process, we are going to get delivery 
in a relatively earlier period with a less useful and less destructive 
weapon, if it is a weapon or a weapon system. 

Mr. Osrerrac. Insofar as the Navy contracts are concerned, 
industry, in the full-scale production, on a normal operating basis, 
that is on a 5-day week without overtime, or are you involved in 
any stepped-up production to the end that overtime is paid and a 
longer workweek is in effect ? 

Mr. Foater. I think at the present time, and I just confirmed this 
with Mr. Bannerman, nearly all of our contractors are working regu- 
lar 40-hour weeks rather than on any overtime basis. 

Mr. BANNERMAN,. Any overtime beyond 40 hours which is to be 
charged to us requires our approval. 


RESERVE PLANT PROGRAM 


Mr. Ostrertag. Under the heading of “Reserve Plant Program,” 
I note in your statement, Mr. Sec retary, that you have 222 industrial 
plants with an original cost of approximately $4 billion. 

In connection with the mobilization readiness of the 164 of these 
plants, you have initiated action to relieve the Navy of the sponsorship 
of 28. I take it from what you state that the 28 are involved in a 

varied or divided interest ? 

Mr. Foetrr. I will provide a full statement concerning our recom- 
mendations on each of the 28. 

(The information referred to is as follows :) 








SOMO ERB RS SCAT RE LEN OT 


M18}1190 pepNpUl pey JUuoMIEsvuvU Ajo 
-doid [val UO 410dd1 UOISSIMIWIOD JaAOOH 
oq} ey} pass LYWAVNOGUSLSV 
01 ‘cegl ‘¢z “deg Jo OUIoUI (‘y puB ‘q) 
a ACOASI SV eq ‘sy uB[d dAdosol cite 
Aqyiqtsuodses uoljdedsul pus drysiosuods 
jo PoAVIT[ol oq AABN oy yey} poysonbe 
CT pue ‘d) ATAMOUSLSV 0} ‘ec6t ‘0z 
ABW Jo oWeW LYWAVNOUSLSV PL 


‘MOISIeP COC suNIBAY 


“AUITY 0} POLloJsuBl ], 












FT ITY 0} PoLlojJsuel y, 
*poisdeid sutoqg Jsonbot AABN 
‘AULIV 9} 0} pallajsuely, 


v010J ITY 0} posojsuvl [, 


26 


}IOdaI UOT}IV ON *Z 
"OAS 

uoly peddoig 
“Goay UO 204 
jo jeaoidde 

ioud [esodstq 2 





-O1 [CLIISNpUT [euOTZeU 
9c6I 
“JIUIWIOD SdTAJeg PeUly 


Joy payjruiqns sem [t 














AOMIOY *] 


Njvjs JUudsel 








suods fo favan 


| | 
Basse <a ee eer Sento eal ve oe ee 
‘aqeAtid pus 
Ser seites eee -----op-----| QUaUIUIVAOD | 
SRP ehnm ee ayer es “ony sas eee eee 
il ach ake sages e952? re soy 
“Wao 9% | | 
Ayyiqisuodsal Jejsaviy, |~~~~ ~~ 9zyBAllg 


‘oyvAlid pues | 


caeeep meen “---Op77-7-| QUATIUIOAO 
~~ AULIY 94} 0} Jojsue1y, |~~~~~""-"op7-- 77 | 
| | 
- oT het aes a ** --""@aD " 
0010 q ITY 04 JoJsuBiy, | as ee 


“‘que[d siq} Ul 4set04 
“Ul s,AUIIY 94} yoyo 
d10q APY 0} JojsuBl y, 


opCATId 
JUDUIULIOAOF) 


“OSN | 
jJO oSvufel JO} UC 
-B1OpIsuod 493 WSH % 
“OALOSO1 [BIIYSNpUl 








jeuoyjeu wo doiq ‘tT | oyeAlld 
"$1940 

10 iS OF TI9S “% 
‘QAI0S01 

[elLysnpur ye }ueU ‘aUBALId pue 





-jiedop WOlj GBAOMIOY “T | JUQUIUIOAOS) 







IY] WIV AL 0} pajvPlj 


cll 


860 ‘€ 





POO T 


681% 


686 ‘T 
£10 % 


£963 





‘9A0O uUueH “diog surpe. 


jusmIdo[aA9q += YW YsIUBsUBIY IMsomI0Od 


‘uoseysnyjy 


‘XK 'N ‘puvjs] 3uo7y | 
L sueq9 qe ewwece 
“‘quoW ‘elINg “0D 





yoy ‘UoWUeL]L, “d1oD [9938 WInoyoyw |-- 
“Yor 

OD suLM ORNUBY Uostpeyy 
"ssByy ‘pieyoiO ueipuy 





“og BSulmjovnueyy eAlTBA uBUdeYyo |- 
WdO OL YAdSNVUL 
SGaaN ASNIAAC IVUANAD YOA SINVId 


‘puBpeArmy 


Sarl 


pu] ‘pusy yyNos 





d ‘WNW “OD olig snisong 
‘oruO 

“og sulInjounueyy paiqey 

ANAUAS 


ISHUADLNI INVNINOG 


UAHLONV HLIM 
G4gHM SINV'Id 


“--O1gO ‘plojpog “ouy ‘2juloRT =? yous 
“di0g UOT}BIA VY XIpueg . 


weg ‘puepyeo “d1i0g speieyy [essueLy 
JUBO “BISTA BINGO “OO Yelolty Woy ‘ 
YAHLONV 


GOIAWaS HLIM | 


SAIT LSAUALNI LNVNINOG ZYAHM SLNVTd | 
STAY ‘voyneaylyy “OO woTUy eqoTy 
| 
| 
ACN ‘ofegng “OD oulzug sulpieyg | -snpul 
40 dasoOdsid | 
UNV sOMdMYOAS GAUVTINAG AA OL SLNVITd 


UOT yw 


| PUB QDUIBN 


L Uaaq SPY UONID aiaym szunjd fo UOYNDINGDT 


— 


IATOS 


-a1 [BLIJSNpUy [BUOTIBN 


*QAIOSOl [BII9 
[eyusUIZIedaC 





a 


2G 


O1Z 
161 


OLT 


SFE 


962 


C8Z-F8S 
OZI-61T 


6& 
- 


2G 


9EP 


Lte 








*‘paAaouiey 
“SN4eIS BIPI Ul MON 
"AAIOSAI [BLIISNPUT [BUOTIBU UI01; peddoig 
*xOOT!E 


Buljerjoseu §=AABN ‘Z 


» yo eg yi M 


“pe AOULSY ‘TI 


‘oureml (‘T pu’ "q) JHAOAS.LSV 
94} 0} sdUeJIJep ‘aINnjeU SIyy JO sysonbed 
Joyjiny jo uolssturqns dn prey sey WNO 
*‘SUOI}BPUIUIULOIII UWOISSTUIUIO +) 
JOAOOF 049 UO UIYB) 9g [IM UOTJOR Jey 
0} SB JUspIselg 94} puB ssalZuUoD 94} Aq 
UO}CUTWIaIEp B ZuIpued COC Aq UeyBy 
eq prnom Wolj08 OU 4Bq} poeieys Joy JIN 
OUlZUI Oy, “ysenbels,AABN 9} UO T9484 
9q 0} WOs}0B JO asIN0D OY} sdUENYUrT AT[ery 
-UBISGNS p[NomM YOIYM SUOIJBpUEUIUIODeI 





ORT 2 Oe aD oy 


TIR1I90 Ypennronr 





NMP’ WVrrarntsSoereorrer 





“@AJOSOL [VLIISNpUl 














[BUOTIVU UOJ VAOUIOY 8AL | 09% 
WO 0} JojsuBLy JUDUIUIVAOT) I8€ 
“OSN 
VAOUIOI 0} JIBIIOFZIN “Z | | 
“dA I0S0I | 
[8lisnpul yRiueUT } 
-jaedap wiol dAOUIaY “1 |~~ ~~ op “| £99 
| 
| 
| 
. op . “op | OFZ ‘T 
_ o- ee---"on 802 ‘E 
ae , -=7o . op ecg 
. a9 ses on” <* as op | o8¢ ‘ST 
- pie, idaho ee a op | 21¢ 
ae See ee ot ae Z9L 
oooan av~ategage=*-- 9 Sec PSL ‘T 
ial taite 7s ae “ete 28 ‘T 
| 
Pe eae een ae eee ae ae | 160 ‘F 
Abita shSasshes SERA SAS) 48 eeeoetaga rss? eee 


‘tq ‘erydeprriyd “Oo surqoryy 





UUBUWAPdT AL ‘UOT 


pus “ouy LLIB J -SI0d 


d ‘ssurdg 
JaysayO “OD aNydeiy ulpyuely ulmefueg 








td ‘SCA 





ABIG “OD 2X8qN], YONA YP Yoooqug 
HVUDOUd 
INV1d AAUASAUY KOWA AAddOUd SLNV1d 
"YSBM 
‘aay VuIM “OD S[BlI]JY O1jD9[q ynyooy 





UIL 


“oul “OO uwoqIBD [euOTeEN 





IqUINnjoOD 
“m= =="=-e “UBINGsHId ‘OD 38910104 


----o1yO ‘Uae AA “OD [921g pjamseddog 
“orgo 

‘puelyo0yT “oO sulyseg [9019S Yyooiqmeg 

oIgO ‘snquInfoy “oO pAo[y Avuuog 

“OTYO “HeUUPUTD “OD [leMOd UCIT 
“OryO 

UvdOLIOULV 
‘O'N 

‘uojuRsIOWy ‘“dil0gQ UOqIeD SayVy] Jeain 


‘HeuupPUIgQ ‘sapunoy [939 


"A 'N 
‘sI]@q Brezein “diog ezuoIg JotjU014 


““Op~ 
“dAlosel 


[V}JIsNnpur [BUOIIwN 


“@AJOSAI [RII 


-snpul [ejusUl}IBdag 


----9p---- 
“9A1OS 
-81 [B]JJSNPUT [BUO]IEN 
“JALOSAI [CLI 
[vj UeulyIedeqd 

“dA1IS 
-01 [BIIISNPUT [VUOIWBN 


-snputy 


“Op 
----9p-- 
Pee ven so Sees 
‘@AJOSAl [BL 
[ej ust Ivdeqd 


== ---9pr--- 


99¢ 


Oge 





28 


Mr. Osrertac. In reference to the reserve plant program, are these 
plants in a state of readiness ? 

Mr. Focrier. There are all degrees of complete readiness. Some 
are manufacturing now the product which will be manufactured in 
time of war, with increased demand. We have a schedule as to what 
production he could make under emergency conditions. 

That is not too many of the plants, and we go all the way to plants 
which to a considerable degree exist as empty buildings or as ino 
erative shipyards, are just ‘being maintained and, unfortunately, 1 
some cases not being well maintained. But we do know now aha 
the situation is to date. 

As I remember it, more than 100 of them are shipyards. 

Mr. Osrerrac. In the general overall picture of reserve plant facili- 
ties, then, are any of these. plants utilized privately today ? 

Mr. Footer. Yes. 

Mr. Osrerrac. Yet they are under the jurisdiction of the Navy and 
are part of your reserve program ? 

Mr. Focier. That is right, and the deter mins ition to maintain them 
within Navy cognizance is related to the mission of the Navy and de- 
pending on what the current war plan is. The Navy will be ex- 
pected to produce promptly in the case of increased needs. 


CONTRACT REVIEW PROCEDURE 


Mr. Osrertac. Under the program involving contract review pro- 
cedure, you say all contracts are reviewed when in excess of $300,- 
000. When does that review take place during the life of the con- 
tract ? 

Mr. BannerMAN. All negotiated contracts in the amount of $300,- 
000 or over must be reviewed and approved by the Contract Clearance 
Branch before they are awarded, and again at any time during the life 
of such contracts when they are repriced. This is a business review. 
It approves in advance any pricing action with respect to contracts 
of that sort. 

Mr. OsrertaG. Does this review tend to place the Navy or the Gov- 
ernment in a position of repr icing the existing contracts ¢ 

Mr. BANNERMAN. No, sir. 

Mr. Osrertac. Or renegotiation ? 

Mr. BANNERMAN. No, sir. A great many of our initial contracts, as 
you undoubtedly are aware 

Mr. Osrerrac. Let me ask the question over. What purpose does 
this review serve ? 

Mr. BANNERMAN. This review serves the function of assuring the 
Secretary of the Navy that contracts of large magnitude made by 
bureaus of the Navy have been reviewed by people independent of the 
offices making those and are well negotiated, well made, and well priced. 





SMALL BUSINESS 


Mr. Osrerrac. Mr. Secretary, we hear a great deal about this, and 
I refer to the relationship of small business to our defense program 
and defense contracts. I am not speaking specifically of the Navy, but 
in connection with defense contracts generally. IT learned through 
small-business concerns that small business is gradually being squeezed 
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out of the picture, that the big prime contractors in this country have 
completely absorbed the program, and small business for all practical 
purposes is losing out entirely. 

Will you kindly comment on what the problems are and what has 
really happened to small busines, despite the fact that you and the 
Navy have asked the prime contractors to do something about it? 

Mr. Foater. I would like to do this if it will be agreeable to you. 

I would like to have prepared for you a complete statement with re- 
gard to that. We have the information, and it would be much more 
helpful to you than any comment that I could make here. 

I would like to say this, both with regard to small business and 
disaster areas: 

We have what we think is perhaps more fundamental over the years, 
or at any particular time. We endeavor to do something beside just 
getting business into the hands of small business contractors or into 
disaster areas—we are tr ving to conduct in a limited way a bit of edu- 

cation so that the man in the disaster area, or a group of _people, or 
people in small business, will know how to ‘approach the Navy to get 
business directly, or will know how better to approach the prime con- 
tractors directly to get business. 

You see, the getting of business is a two-sided proposition. It is not 
only your being a businessman asking me to make something for you. 
If I have the capacity to make something I need to have some initiative 
to go to you and tell you what I can do. We are trying to help these 
individuals or companies in disaster areas, or companies which are 
small, and that is a little difficult to define sometimes, to know better 
what the methods are and what the technique is to help themselves as 
much as possible. 

Mr. Osrerac. I look upon small business, or production in small 
indusrial plants throughout the United States, as being just as impor- 
tant to our defense as any other segment of our economy. I am inter- 
ested to see that the bigs do not swallow the smalls to the point where 
our economy in this country is stifled. It may be a case of finding a 
reasonable approach on the part of our Defense Department in seeing 
to it that such protections and policies and practices are carried out. 

Mr. Footer. There is information we can give you which would 
interest you. 

Mr. Osterac. Mr. Chairman, if there is no objection I would respect- 
fully ask that the Secretary be permitted to insert in the record at this 
point his statement relative to small business, facts and figures as he 
wishes to give us on this subject. 

Mr. BANNERMAN. We have in the Navy a very active small business 
program and one of the byproducts of that is the testimony given 
before the Small Business Committees of Congress. 

There is nothing in that testimony, going back over a period of 4 
or 5 years, indicating a significant trend with respect to a lowering of 
the amount of business going to small business either through prime 
contracts or subcontracts from the Navy. 

Mr. SHerrarp. If you will insert the statement in the record, Mr. 
Secretary. 

(The statement referred to is as follows :) 

It is my belief that small business concerns will invariably secure a fair pro- 


portion of total Navy purchases and contracts for supplies and services provided 
that they are given an equitable opportunity to compete. To insure that such 
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opportunity is in fact afforded to small business, the Navy has had in being, 
since 1951, a team of approximately 60 small business personnel that is primarily 
concerned with increasing small business participation in Navy procurement. 

Recent directives issued by the Office of Naval Material have reaffirmed basic 
procurement policies and procedures which are designed to make maximum utili- 
zation of small firms in Navy procurements. These directives, among other things, 
provide for extensive publicizing of proposed procurements, restricting selected 
procurements exclusively for small business participation, making a continuing 
active search for additional potential small business suppliers, and encouragement 
of subcontracting to small firms. 

It must be recognized, however, that the ratio of small business contracts to 
total prime contract awards is subject to wide fluctuation and figures for any 
short period of time are not necessarily representative. The percentage received 
by small firms depends primarily on the types of commodities being procured in 
that particular period. When procurement of soft goods and easy-to-make items 
is a large part of the total, the small business percentage will be high. When 
aircraft, airplane engines, large ships, or other heavy items are purchased in 
large volume, the small business percentage will be relatively low. 

The following table reflects small business participation in Navy procurement 
for the last 6 fiscal years: 


Dp _ a a : | 
| Placed with | 


Period Tot ul direct | small busi 
| purchases ness (value 
| in millions) | 


Percent 


Pre-Korean (fiscal year 1950) $1, 367 | $279 20. 0 
Korean (fiscal years 1951, 1952, 1953 ‘i 24, 029 4,921 20. 5 
Post-Korean (fiscal years 1954 and 1955 7, 562 1, 540 


20.4 
Total (6 years) a a Uawdhieteuicd 32, 958 6, 740 | 20. 4 





It is interesting to note that the small business share of Navy procurement 
during a long term period has remained fairly constant, averaging about 20 
percent of the total Navy procurement dollars. During the first 6 months of 
the current fiscal year, small concerns have received contracts totaling 
$408,396,000 or approximately 23 percent of the Navy’s direct purchases. 

The Navy has made only limited studies of the volume of procurement dollars 
flowing to small business as the result of first tier subcontracts placed by major 
Navy prime contractors. Based on data furnished by a relatively small number 
of major Navy prime contractors, it is estimated that during fiscal year 1953 
approximately 20 percent of the procurement dollars awarded to large prime con- 
tractors were channeled to small business through first tier subcontracts. In 
fiseal year 1954 the estimated percentage of first tier subcontract work going to 
small business was 22 percent as contrasted to 16 percent in fiscal year 1955. 
It was my concern with this apparent decline in subcontracts placed with small 
business concerns during fiscal year 1955 that prompted the sending of personal 
letters to approximately 250 large companies performing Navy work, urging 
them, if they had not already done so, to establish a formal program within 
their companies to aid small business in obtaining subcontract work. The re- 
sponse to this appeal has been most encouraging, and preliminary estimates 
indicate that the share of Navy subcontract dollars going to small business in 
fiseal year 1956 is increasing. 

In view of the above, it is my considered opinion that small business is being 
and will continue to be utilized by the Navy to the maximum practicable extent. 


Mr. Suepparp. When the Secretary of the Department of Defense, 
Mr. Wilson, appeared before the committee, he made what was to 
me an important statement relative to small business. 

You obviously have a condition involved here with prime con- 
tractors which is a difficult one to handle because you are not in a 
mandatory position under that contract as to what he shall or shall 
not do in the way of deviating with small business. 

Mr. Wilson, I believe, said that in his opinion the proper and ade- 
quate manner in which that eventually would have to be handled would 
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be a set-aside program. ‘Then there could be a definite establishment 
of procedure volumewise and dollarwise. 

Of course, that would require a very extensive survey of the pro- 
curement requirements in order to know what could be utilized in a 
set-aside aspect, knowing the capabilities of small business. You 
would be in a rather harassing position to say the least, would you not ¢ 

Mr. Fooier. Indeed we would. Ina great deal of our procurement 
my immediate reaction to that, and I have not thought about it with 
respect to that statement, is that it would be practically impossible to 
do that with many of the large prime contracts. 

Mr. Suepparp. I thought of that at the time the Secretary made the 
statement, and I have a great deal of regard for his ability because 
of his background. Perhaps he was being overly generous in his 
statement and what he might hope to accomplish. 

Anyone familiar with “production would obviously know you are 
walking into a pretty serious situation there and you have a long way 
to go before you reach a definite analysis as to what could be set aside 
and what is the ability of the field to produce. 

Thank you very much, Mr, Secretary, for your appearance. We 
are happy to have had you as a witness. 

We will extend an invitation to you to stay as long as possible. 

Mr. Foeirr. Thank you, sir. It is always a pleasure to come before 
your committee. 

Mr. Suerrarp. Of course we reserve the right to call you back for 
any cleanup testimony. 

Mr. Focier. Iam at your disposal, sir. 


STATEMENT OF ASSISTANT SECRETARY FOR FINANCIAL MANAGEMENT 
(COMPTROLLER ) 


Mr. Suerrarp. The next witness we have is the Honorable William 
B. Franke, Assistant Secretary of the Navy (Financial Management, 
Comptroller. ) 

Mr. Franke, you have a statement to present which you wish to 
present to the committee ? 

Mr. Franke. Yes, sir. 

Mr. Suierrarp. You may proceed to make it, sir. 


ORGANIZATION OF OFFICE OF COMPTROLLER 


Mr. Franke. Mr. Chairman and members of the committee, Public 
Law 562 of the 83d Congress authorized the appointment of an 
Assistant Secretary of the N: avy for Financial Management who may 
also act as Comptroller of the Navy if so designated by the Secretary 
of the Navy. In accordance with this law, I was sworn in as Assistant 
Secretary on October 4, 1954. I was designated and appointed Comp- 
troller of the Nav v by the Secret: iry of the Nav y on October 23, 1954. 

As Comptroller of the Navy I have four principal assist: ints: 

Rear Adm. H. P. Smith, Deputy Comptroller 
Rear Adm. G. F. Beardsley, Assistant Comptroller for Budegt and Reports 


Mr. N. P. Cassidy, Assistant Comptroller for Accounting and Finance 
Rear Adm. C. G. Warfield, Assistant Comptroller for Audit 


74195—56——3 
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The total personnel of the Office of C omptroller, within continental 
United States and overseas, is as follows: 





Deputy Comptroller and administrative staff_......... == 32 
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ACCOMPLISHMENTS IN FINANCIAL MANAGEMENT 


Financial management of an organization as large and as complex 
as that of the Department of the Navy, which includes the. United 
States Marine Corps, involves a variety of responsibilities. Since 
almost every thing the Navy does is related to dollars of cost, financial 
management requires familiarity with the entire org: anization of the 
Navy ‘and all of its programs. It is an understatement to say that it 
isa full-time job. 

This committee, in connection with its responsibility for review of 
Navy budgets, is also deeply interested in the financial management of 
the Navy. On the date on which this statement was written, I had 
occupied the position of Assistant Secretary of the Navy for a few 
days over 16 months. Being the first occupant of this position, it has 
seemed to me that this committee might very well ask what I have 
accomplished during this period. I have felt that this information 
would be of interest to you and also to me since it is desirable from 
time to time to measure the result of one’s efforts. 

Upon taking office, I found that I had inherited an efficient and 
‘capable organization which was responsive to direction and which had 
the initiative to recommend improvements. 

I am not going to mention improvements of a minor nature or those 
which would have been made whether or not the new position of 
Assistant Secretary of the Navy for Financial Management had been 
established. I would like, however, to indicate to you some of the 
major accomplishments, both those which have been fully achieved 
and those which still are in process of achievement. I do not mean to 
imply that we have complete perfection in the operation of my or- 
ganization nor to say that such perfection can ever be achieved. In 
a Department as large as that of the Navy, new problems will con- 
stantly arise. We will attack each problem that arises and resolve it, 
and by this method better our financial management in the Navy. 

The following is a brief st: itement of major items of accomplish- 
ment. They are divided into five main categories: 


BUDGET 


The time phasing of the complex process of annual budget formula- 
tion in the Navy was found to be not productive of the best results, 
principally because of the late receipt of policy guidance and the 
crowding of the important review process into the last few weeks of 
the budget cycle. This time phasing has now been changed so that 
the annual budget process within the Navy will start on December 15, 
and will proceed by orderly steps until submission of the budget to 
the Secretary of Defense on the following October 1. This change 
should result in better budget formulation and review. 

Inadequate analysis and review for budget purposes was given to 
industrial fund operations. To correct this deficiency, a small group 
of analysts has been designated to cover this important area. 
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The effect of section 1311 of Public Law 663 of the 83d Congress on 
the budget was very great. The Navy welcomed this much needed 
legislation and was able to make certification of obligations on time, but 
it has caused a significant change in budget presentation. Large 
amounts of procurement and construction funds formerly considered 
obligated must now be treated as committed and thus serve to increase 
the ‘unobligated balances. For ex xample, in the appropriation “Air- 
craft and related procurement, Navy,” $907 million in orders for spare 
parts and engineering changes were changed from obligations to com- 
mitments on June 30, 1955, before certification under section 1311 
could be made. Although these funds are still required to carry out 
the approved program and are committed for this program, they will 
be shown as “unobligated” until specific item lists can be developed. 

We are giving continued attention to the extension of stock fund 
coverage to more classes of material. Such an extension will serve 
to place our budget more on a usage basis and will provide better 
financial management and improved inventory control. 


ACCOUNTING 


The industrial funds installed at naval shipyards because of systems 
deficiencies were not producing adequate information for management 
purposes. ‘To correct this situation there has been initiated a study 
of the accounting system at the Charleston, S. C., shipyard, having 
as its purpose the development of a method to provide integration 
between production planning and cost accounting and the develop- 
ment of standard costs. This system, when completed and revised. 
will be installed in all naval shipyards. 

The Hoover Commission has recommended the installation, by Gov- 
ernment departments, of accrual-accounting systems in order to de- 
termine the problems involved in such a change and in order to meas 
ure the effectiveness and the costs thereof. A naval activity is in 
process of selection for the installation of such a system. 


AUDITING 


It was found that the Audit Division of the Navy Comptroller had 
not considered that it had the responsibility of examining inventories. 
It was also found that this division did not, to any degree, audit pro 
curement methods and contracting. Both of these responsibilities have 
now been assigned to the Audit Division and are in process of being 
carried out. 

It was found that in certain of the branch offices of the Audit Divi- 
sion, the contract audit personnel and the activity audit personnel 
were not stationed in the same building and frequently were at a con- 
siderable distance from each other. This required two administra- 
tive heads and made it impossible to develop interchangeability of 
personnel. In these offices the two groups have now been ‘brought to- 
gether in one physical location and under one administrative head. 
It is proposed to interchange personnel so that, for example, an audi- 
tor may be engaged in the contract-audit field or the activity-audit 
field as the workload of the office requires. 
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lt was found that there was too great a delay in the completion of 
activity audits and in the transmittal of reports to the field and this 
has been accelerated so as to provide to field activities more prompt 
information as to audit results. In this connection, it was found nec- 
essary to revise audit programs and the form of audit reports. 


FINANCIAL PROBLEMS RELATING TO PROCUREMENT 


A closer relationship between requirements and procurement. per- 
sonnel and a more frequent communication was found to be necessary. 
While not basically a responsibility of the Comptroller, a recommen- 
dation was made by this office to establish a closer relationship be- 
tween these two important elements of the Navy. 

Partially as a result of the audits of stock fund inventories, it be- 
came obvious that a Policy Guidance Board in the stock fund area 
might be very helpful. After lengthy discussions, such a Board 
was founded and is about to begin operations. It will have as its 
Chairman the Deputy Chief of Naval Operations for Logistics; as 
its Vice Chairman, the Chief of Naval Material: and as active mem- 
hers, the chiefs of the various bureaus. It will have as ex-officio 
members, the Assistant Seneinny of the Navy (Material), the Assis- 
tant Secretary of the Navy (Finane ‘ial Management), and the Di- 
rector, Office of Analysis and Review. This Board is known as the 
Navy Stock Fund Board. It provides a central Navy point for the 
incorporation of bureau and Chief of Naval apes rations review and 
logistic guidance to the general manager of the Navy stock fund. It 
pr -ovides a top level group to review “Navy stock fund estimated in- 
come, inventory holdings, procurement programs and mobilization 
material requirements, in the light of n: ivywide mobilization, logistic 
and oper: ational aircraft, ships, weapons, ‘and personnel pr ograms. 

Examination of published balance sheets of various industrial com- 
panies having Navy contracts showed that some of these companies 
were holding large amounts of money free of interest pending con- 
tract redetermination. Discussions were initiated by the Comptroller 
within the Navy and with representatives of the Office of the Sec- 
retary of Defense. This resulted in a Department of Defense direc- 
tive which has been accepted by industry and which should correct 
this condition. 

It was found that there had been far too much delay in redetermin- 
ing fixed-price and incentive-type contracts. Discussions of meth- 
ods to improve this condition were initiated and the matter is being 
worked out with the Asssitant Secretary of the Navy (Material) for 
solution. 

It was found that a large number of old cases were pending before 
the Navy Panel of the Armed Services Contract Appeal Board. Dis- 
cussions were initiated and improvements are expected. 


GENERAL 


The Navy has pioneered in the field of industrial fund operations 
and is now obtaining benefits from improved financial management 
and control in the operation of industrial and commercial type activi- 
ties. We plan to extend this method of financing and operation. 
There are, of course, many improvements which can be made in the 
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application of this funding technique. We are continually striving 
for better reporting to management, improved financial control and 
increased savings in this area. 

General Accounting Office reports and Navy audits indicated the 
need for establishment of Navy policy and procedures relative to non- 
appropriated fund activities, particularly in the area of maintenance, 
utilities, and related services chargeable to both appropriated and 
nonappropriated funds. An ad hoc committee has been convened 
for this purpose, and to secure General Accounting Office concurrence 
in order to avoid disputes in the future. 

There has been transferred from the Bureau of Supplies and Ac- 
counts to the Office of the Comptroller of the Navy the Entitlement 
and Procedures Branch which has the responsibility of determining 
the pay entitlement of military personnel in accordance with the law 
in order to avoid the necessary later recovery of overpayments with 
resulting poor public relations. This group also represents the Navy 
on a committee charged with the task of insuring uniformity of pay- 
ment between services for comparable duty assignments. 

The foregoing summarizes the major problems which have been 
under consideration. They have required much time to consider and 
solve. I am confident that they will improve operations within the 
Navy and that they will lead to better management and control. 


EXTENDING FINANCIAL ASSISTANCE TO CONTRACTORS 


Mr. Chairman, before concluding my remarks, I would like very 
much to make a brief statement on a subject in which this committee 
has expressed an interest. I refer to the program for extending 
financial assistance to defense contractors, where such assistance is 
necessary to the obtention of vitally needed procurements. 

In general, the forms of financial assistance which can be extended 
to a contractor are: (1) Progress payments which are made to con- 
tractors as the work progresses and in advance of deliveries; (2) guar- 
anteed loans, which are basically working capital loans made by pri- 
vate banking institutions subject to a guarantee by the Navy of an 
agreed percentage of the loan; and (3) advance payments which are 
restricted to those cases where progress payments are inadequate to 
do the job and where a bank loan with a reasonable percentage of 
guarantee cannot be obtained. Advance payments are also used in 
cases involving nonprofit contracts with nonprofit educational or re 
search institutions for experimental, research, and development work 
and also for contracts solely for the management and operation of 
Government-owned plants. 

Now as to progress payments—progress payments are made under 
authority of section 3648, Revised Statutes, title 31, United States 
(‘ode, section 529; and title 34, United States Code, section 582. On 
long lead-time contracts and where deliveries are spread over a long 
period of time, or where initial investments are heavy in several cate- 
vories of procurement, payments may be authorized by the contract 
ing officer up to 75 percent of incurred costs and thus supplement a 
contractor’s working capital to the point where he can finance defense 
contracts. 'The only conditions attaching to such payments are that: 

(1) The contractor have working capital which, when supple 
mented by the amount of the progress payments, will be sufficient 
to finance the performance of the contract ; 
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(2) The contractor’s accounting system is adequate for the 
proper administration of progress payments; and 
(3) The contractor’s financial condition as reflected by his 
financial statements and other available credit reports is such that 
the granting of progress payments will not result in the assump- 
tion of an undue and unusual risk on the part of the Government. 
In unusual cases, and upon clearance of need with a Department of 
Defense committee, the amount of a progress payment maxbe increased 
above the 75 percent limitation. My recollection is that only 2 cases 
have been approved by the DOD committee and of those only 1 is a 
Navy case. 

The losses experienced are nominal for if a contractor fails we move 
in and acquire the property on which the Government has title or a 
prior lien and move it to another contractor for completion. These 
cases are few in number. In these instances there would be some addi- 
tional expense most likely but valuable time, plus the investment in 
work in process would not be entirely lost. 

Now as to V-loans—guaranteed loans, usually called V-loans, be- 
cause such loans are made under regulation V of the Board of Gov- 
ernors of the Federal Reserve System issued pursuant to authority of 
the Defense Production Act of 1950, as amended, and Executive Order 
10480. I would like to summarize briefly the general loan procedures. 

First, due to the volume of defense orders placed with industry, 
many contractors cannot, from the normal working capital available 
to them, finance work through the processing stage, to delivery and 
payment. Indeed, many of the procurements are placed with certain 
suppliers because they are best qualified from a technical evaluation to 
perform and often are the only source of procurement because of earlier 
research and development or because they provide advantageous prices 
or better delivery schedules. 

In connection with the V-loan program, essential procurement is 
financed in the following manner. A contractor having defense con- 
tracts applies to a private banking institution for a working capital 
loan. The bank may extend the credit on its own responsibility or elect 
to process an application through the Federal Reserve bank of the dis- 
trict in which the bank is located for a guaranty of that credit. It is 
the determination by the private banking institution which is the 
determinate as to whether or not a guaranty by the Government will be 
sought. At the Federal Reserve bank the application is carefully re- 
viewed, a credit investigation made, and a full report together with 
recommendations is submitted to the military department having a 
preponderant interest as evidenced by the contracts in hand. 

In the Navy Department, an application for the guaranty of a pro- 
posed credit is initially reviewed and analyzed and statements affirm- 
ing the essentiality of the procurements to national defense obtained 
from the contracting bureaus and offices. This analysis and review is 
done in one of the divisions of my office. After a careful evaluation 
of all relevant factors, an authorization to guarantee the credit is issued 
to the Federal Reserve bank on terms and conditions approved by the 
military department, or the request for guaranty is denied. Not all 
loans are approved in the amount requested, nor with the percentage of 
guaranty asked and often additional conditions are imposed through 
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affirmative and negative covenants designed to protect the interests of 
the Government. 

Almost all V-loans are revolving credits under which borrowing is 
permitted up to a given maximum provided that such borrowing does 
not exceed a fixed percentage of inventory and receivables related to 
defense contracts. A few V-loans are straight loans and do not revolve, 
but they, too, are limited by the contractor’s investment in defense in- 
ventory and receivables. 

The principal collateral in nearly all V-loans is an assignment of 
proceeds of defense contracts. Under these assignments, which are 
made in favor of the financing bank, payments under the contracts are 
made directly to the bank after the vouchers have been submitted by 
the contractor to the Government for payment. In the case of every 
guaranteed loan, all payments under the contracts financed by the bank 
are applied in reduction of the outstanding credit or placed in a cash 
collateral account and additional borrowing or releases of cash col- 
lateral occur based on the borrower’s continuing investment in defense 
contracts. In other words, there is a continuing revolving credit oper- 
ating within the maturity date until contracts are completed, so long 
as the borrower is not in default under the terms of the loan agreement. 

As to maturities, these are necessarily flexible in order to achieve the 
purpose for which the V-loan is made—namely, the finance to comple- 
tion contracts which have been deemed essential to national defense. 
Hence, maturities are very frequently extended although not infre- 
quently under a reduced level of credit. Until contract requirements 
diminish, or the working capital position improves or both occur there 
‘an be no sudden termination of a V-loan credit without prejudice to 
either or both defense production and the contractor. As the defense 
program continues to taper off, we find that many of our V-loans are 
now permitted to mature and are not renewed. 

In summary, the V-loan program provides working capital and does 
not provide funds for “brick and mortar ;” it was established to facili- 
tate obtaining essential procurement; it provides income to the Gov- 
ernment in the way of guarantee fees; and, the program is audited an- 
nually by the General Accounting Office. The objective of the pro- 
gram is to aid procurement officials in obtaining equipments end sup- 
plies essential to the defense program. On the whole, I think the pro- 
gram has enabled us in this period of high defense spending to main- 
tain a balanced procurement througout the economy. 

This has been and continues to be a sound program. The Navy has 
participated through guaranties on some $500 million worth of revolv- 
ing credit. At a minimum it is estimated we have financed many bil- 
lion dollars worth of procurements. Our losses realized as of this 
moment have been $3,300 and although some further losses may occur, it 
is interesting to note that the guarantee interest and commitment fees 
paid to the Navy on this program aggreate $7,500,000 before expenses 
of $585,000 or a net of $6,915,000. 

Finally, we come to advance payments—advance payments are ad- 
vances of money by the Government to a prime contractor prior to, 
in anticipation of and to facilitate performance of a contract, and are 
normally liquidated out of proceeds of the contract. The authority for 
advance payments is contained in the Armed Services Procurement Act 
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of 1947, Public Law 413, 80th Congress and First War Powers Act, 
1941, as amended, and Executive Order 10210. 

Advance payments are considered useful and appropriate for: 

(a) Contracts for acquisition of facilities at cost, for Government 
ownership ; 

(6) Contracts involving operations so remote from a financing in- 
stitution that the financing institution could not be expected to provide 
suitable administration of a guaranteed loan ; 

(c) Contracts of such highly classified nature that it is considered 
undesirable for national security to permit assignment of claims under 
the contract ; 

(7d) Nonprofit contracts with nonprofit educational or research 
institutions for experimental, research, and development work; 

(e) Contracts solely for the management and operation of Govern- 
ment-owned plants; 

(7) Rare but essential contracts of those contractors, unusually weak 
or overextended financially, in those cases in which performance may 
be better fostered and risks of financial loss effectively minimized by 
very close control of funds and supervision of performance by per- 
sonnel of the Navy; 

(g) Contracts for the financing of which a financing institution 
will not assume a reasonable portion of the risks under a guaranteed 
loan; and, 

(h) Exceptional cases in which the utilization of advance payments 
will be more beneficial to the interests of the Government than any 
other available method of financing. 

Advance payment provisions include security and restrictive cove- 
nants so as to minimize any potential loss to the Government. The 
advance payment provisions of a contract are prepared in a division 
of my office and the administration and surveillance of advance pay- 
ments is a function of that division. 

Our experience on advance payments has likewise been good. Only 
in one case have we had any appreciable loss, which when adjusted, 
will approximate $200,000 and this will be written off against the 
appropriation making the procurement. However, we have covered 
into the Treasury under this program more than $900,000 in interest 
received from 1950 to date. 

In closing, may I submit summary figures for the record on the total 
Navy financing outstanding at the end of each semiannual period 
beginning with December 31, 1953, and ending December 31, 1955. 

(The information is as follows :) 


[In thousands of dollars] 


Advance payments Guari > ans 
Advance payments juaranteed loan Progress pay- 
ments out- 


| Authorized | Outstanding | Authorized | Outstanding | ‘*#0ding 





| 

Deo. Si, 1058............. $40, 147 $17, 670 $299, 180 | $186,228 | $2,061, 205 
Pen 00: 0A. ons cence 38, 264 14, 303 250, 943 175, 103 | 2, 200, 733 
Dec. 31, 1064..........- 30, 868 15, 382 193, 590 | 134, 961 | 2, 352, 610 
June 30, 1955_.......- 30, 889 14, 700 163, 255 109, 046 2, 398, 061 


Dec. 31, 1955_- rey : 27, 887 13, 398 147, 950 103, 476 2, 360, 389 





at 





hi toe. 
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In addition, there is attached hereto for the record a brief tabula- 
tion of data requested by the committee relating to seven cases se- 
lected at random which have been active for some time. Only one, 
Higgins, Inc., of New Orleans is known at this time to be in imme- 
diate prospect of liquidation. I anticipate that the other loans will 
continue until the defense contract backlog is maerially reduced and 
when this happens the loans will be materially reduced or paid off in 
full. 

Then there follows a statement of the contracts to which reference 
has been mace. 

Mr. Suepparp. Insert those at this point, Mr. Secretary. 

(The information referred to is as follows :) 
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Mr. Suepparp. I thank you for a fine statement and one well de- 
livered. 
Gentlemen, we will recess until 1:30 this afternoon. 


BUDGET CYCLE 


Mr. Suerrarp. Mr. Secretary, on page 3 of your statement you speak 
of the change in the budget cycle. What is the status of the fiscal year 
1953 budget as of the present time and as compared with the status of 
the fiscal year 1957 budget at the same time last year / 

Mr. Franke. This recommendation for change in the budget cycle 
was not made early enough to implement it in full. The program di- 
rectives of the Navy are expected to be out of the office of the Chief of 
Naval Operations in about a week. From that point on we will imple 
ment this procedure in accordance with the plan. 

Last year the program directives were much later, which resulted in 
a considerable difficulty of crowding the last review process into the 
period just preceding October 1 

This is a new program whic bi in my opinion will greatly improve the 
budget operation within the Navy, but it takes a little time to get it 
implemented. 


INDUSTRIAL FUND OPERATIONS 


Mr. Suepparp. On page 3 you also speak of a small group of analysts 
assigned to industrial fund operations. What is your program in this 
field and what has been ace omplished to date ? 

Mr. Franke. The program has just been set up. The purpose is to 
have a group who will devote their time to analysis from a budget 
standpoint of industrial fund operations so as to improve budgeting 
in the industrial fund area. This is just beginning. 

Mr. Sueprarp. In other words, you have not had time, operationally 
speaking, to have any background on it. It is a matter of where you 
are moving into this operation. 

‘Mr. Franke. That is right. 


OBLIGATION OF FUNDS 


Mr. SHepparp. Explain for the record the changes caused by section 
1311 in obligation of funds in the area of spare parts and engineering 
changes, if you will, please. 

Mr. Franxr. The definitions resulting from the enactment of sec- 

tion 1311 of Public Law 663 defining or rather redefining what con- 
stitutes an obligation, changed the method of rec ording obligations for 
spare parts. 

In other words, it is now necessary to have a definite commitment, 
definite order for spare parts with contractors, before they can be 
recorded as obligations. 

Mr. Suxppaxp. And commitments as such no longer prevails in that 
field ¢ 

Mr. Franke. We recognize commitments, but we cannot record them 
as obligations. 

Mr. Suepparp. That is what I mean. Does that not have a tendency 
to clarify your accounting system and expedite your operation to a 
degree ¢ 











42 


Mr. Franke. What I hope we will be able to do with our account- 
ing system as time goes on is to give complete recognition not only to 
obligations, but also to commitments so we will be able to visualize 
both types of r esponsibility in the Navy. 

In other words, a commitment will be recognized as a setting aside 
of funds, though it does not fulfill the definition of obligation. It 
eventually will be transferred from the commitment area into the obli- 
gation area, at which point it becomes a legal obligation as far as the 
Government is concerned. 


APPORTION MENTS 


Mr. Suerrarp. To what degree does your office enter into the ap- 
portionment field? In other words, if Congress passes an appropria- 
tion bill it becomes law. The bill is ‘passed upon the basis of the justi- 
fications presented by the respective members of the department han- 
dling the presentations. Generally speaking, that is tying the appro- 
priation very closely to the function for which it is justified, 

In a recent field trip it was pretty thoroughly indicated to me that 
we are having difficulties in the field for lack ‘of havi ing the money flow 
out to the field as rapidly as it should, and in some instances—quite a 
few instances, in fact—we had to go back again and reaflirm and re- 
approve a major portion of the line items. 

In other words, in my book somebody is second guessing the Congress 
and their original justifications. What is the answer ‘ 

Mr. Franke. The budget process, of course, is a lengthy one, and 
it takes place over a long period of time; it requires a long period of 
time. Changes in requirements are taking place constantly, There- 
fore, in a sense the apportionment process “which comes later is really 
in effect a review of budgets and quite a proper one. 

In my office, for example, regardless of the appropriation that has 
been made, we feel that the Congress, before the money is apportioned, 
would wish us to take another look at the situation to be sure that the 
programs which have been put into the budget are still sound programs 
and that conditions have not changed in the meantime which would 
make it undesirable to apportion the moneys which are in the budget. 

These apportionment requests are reviewed in my office on a very 
prompt basis. I try to get every apportionment request out on the day 
it comes to me, and'so far as I can remember I have been able to do that 
in every single instance. 

They then go down to the Secretary of Defense’s Office for review 
and from there to the Bureau of the Budget where they are finalized 
and until they come back with approval from the Bureau of the Budget, 
which is in accordance with the law, they are not final apportionments. 

Mr. Suepparp. Very frankly, | know this is not all within the pur- 
view of your authority, it is in a contributory manner. How firm is 
the budget? In other words, the more the budget has to be reviewed, 
then obviously it becomes that much unfirm in my way of expr essing it. 

So what I am trying to determine here, first, is this, there is a policy 
of military procedure established that goes for bodies, et cetera. 
Emanating from that determination are abv iously all the attributes 
that flow to make that original declaration a firm one or an operational 
one. That goes for clothing, food, ships, guns, and everything that 
goes into the total. 








all a OM ch AAS 


Niet AA a AN lt i al ll Rl oP 





43 


The question that has entered my mind very definitely is, just how 
firm is a budget and how much do we have to revise, reconsider a budget 
once it is presented to the Congress for specific purposes on a specific 
premise ¢ 

Mr. Franke. I think in general the budget is very firm, but there 
will be instances where there will be changes in conditions which will 
require some reprograming within the budget. For example, if we 
have within the budget a program for the procurement of electronic 
parts and a new development in the electronics area comes into being 
which would eliminate the necessity for the particular parts which 
formed part of the budget, we would not, of course, approve an ap 
portionment for purchase of obsolete parts. 

That is a simple illustration, but 1 think it points up the fact that 
since this is a constantly changing defense situation, the Congress, | 
am sure, would not wish us to automatically approve for apportion 
ment everything that had gone into the budget without taking another 
look at the time the money is requested which is the point at which 
the Government expenditures are made. 

Mr. Sueprrarp. | think your statement is a proper one, and your 
conclusion about the desire of the Congress is accurate, especially for 
those of us who know anything about expenditure operations. We 
all admit there is a gray area and an undefinable unknown factor in 
this procedure, but when you analyze that shadow operation, so far 
us 1 am able to determine it only represents about 35 percent of your 
total operation that is in the so-called literally undeterminable factor. 

If my figure of 35 percent is wrong, we will make it 50 for the sake 
of discussion. 

What is wrong with the balance of the 50¢ It is the known factor. 
We still do not get our money into the field in time. 

Mr. Franke. I do not think there is anything wrong with the bal- 
ance of the 50 and there should not be any great delay in getting the 
money to the field. 

Mr. Suerrarp. Am I in a false premise when I make the statement 
that there is delay ? 

Mr. Franke. May I ask Admiral Smith what is the legal required 
time for approval by the Secretary of Defense and the Bureau of the 
Budget ? 

bean Smiru. There is no legal time for the Secretary of Defense, 
but there is 2 weeks for the Bureau of the Budget. 

Mr. Suerrarp. Two weeks does not resolve itself into 60 days, does 
it? 

Admiral Smirn. No, sir, and as a matter of fact, I do not think we 
have gone over a month normally in our action. 

Mr. Sueprarp. Have you had occasion to look into that field ? 

Admiral Smiru. Yes, sir. 

Mr. Suepparp. You are still of the opinion that it does not exceed 
an average of 30 days in the established and known factor of opera- 
tion? 

Admiral Smiru. That is right, sir. 

Mr. Sueprarp. At the moment I am going to have to disagree with 
you from my findings. 

Admiral Smirn. There will be exceptions, but on the average | 
think 30 days is fair. 
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Mr. Suepparp. Let me ask why it should take 30 days. Once you 
clear the budget, and you say that is on an average 2 weeks’ schedule, 
what do we do with the other 2 weeks ? 

Admiral Smirn. Mr. Chairman, the review process is a rather 
thorough one as it goes to the Office of the Secretary of Defense. 

Mr. Sueprarp. But it is reviewed, however, for the purpose of allo- 
cation of funds before it goes up to the Bureau of the Budget ? 

Admiral Smirx. That is correct, sir. 

Mr. Sueprarp. Having established itself as a known and required 
factor of expenditure, the Bureau of the Budget releases it, and what 
happens to the balance of the time between when the Bureau of the 
Budget releases it and when it becomes applicable to the field opera- 
tion? 

Admiral Smirn. When the Bureau of the Budget releases it, the 
time elapsed until the money is allocated to the Bureau is less than a 
week, 2 to 3 days as a rule. There after it is the procedure of the 
Bureau as to how fast they make their allocations to their subordinate 
activities. 

Mr. Franke. May I interject this: I think one of the reasons for 
this delay after approval by the Bureau of the Budget is the normal 
mechanics of transferring paper back and forth. The approved ap- 
portionment comes to us, it is transmitted from us to the Bureau and 
by the Bureau to the field. 

Mr. Suerparp. If there is any delay, and that is the factor I am 
trving to establish to the degree that it pertains, then the delay would 
fall on the Bureau of the Budget in the time element of allocating to 
the field. Isthat a correct assumption or incorrect ? 

Mr. Franke. I was speaking to the time delay if any after the 
Bureau of the Budget has approved the apportionment. 

Mr. Suepparp. That is what I am trying to find out. 

Mr. Franke. From that point on, the only delay there can be is in 
the time required for transmittal from the Bureau of the Budget to 
my office, from my office to the Bureau which has the expenditure re- 
sponsibility and then from that Bureau to the field. 

Mr. Suepranp. If it was confined to a 2-week period, that would 
not be an exorbitant amount of time. I mean in a reasonable concept. 

Mr. Franke. It should be done in less than that. I would say a 
week would be nearer the time that oucht to be required. 

Mr. Sueprarp. Referring to excessive time elements that go beyond 
that time, then there is, of course, something wrong with the formula 
or procedure: is there not ? 

Mr. Franke. That is right. 

Mr. Sueprarp. How many bureaus in the Navy are allocated all of 
their appropriation if you can tell me? 

Mr. Franke. Will you answer that, Admiral? 

Mr. Suepparp. [ do not mean all by gradual steps and reappraisals 
and resurveys and rehearings. I mean actually having the appropria- 
tion given to them after it has been appropriated. 

Admiral Smrrn. This year, sir, four appropriations have been 
totally apportioned. 

Mr. Suepparp. To what divisions of the Navy? 


Admiral Smirn. The appropriation “Navy personnel general ex- 


penses,” to Bureau of Personnel; “Medical care,” to Bureau of Medi- 
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cine and Surgery; “Servicewide supply and finance,” to Bureau of 
Supplies and ‘Accounts. 

Mr. Suerrarp. I did not get that. 

Admiral SMITH. Appropriation, “Servicewide supply and finance,’ 
which is administered by the Bureau of Supplies and Accounts; and 
the appropriation “Servicewide operations, Navy,” which is the group- 
ing of activities under the Chief of Naval Operations and under the 
Secretary of the Navy. 

Mr. Sueprrarp. How about Bureau of Ships? 

Admiral Smirn. They have not apportioned it all yet. As of this 
moment they have $43 million withheld, I think it is. 

Mr. Surerrarp. How much do you have left in the Bureau of Yards 
and Docks? 

Admiral Smirn. “Civil engineering, Navy,” Bureau of Yards and 
Docks has $3 million. 

Mr. Sueprarb. Bureau of Air? 

Admiral Smiru. Bureau of Aeronautics, in the appropriation “ Air- 
craft and facilities” has $13.6 million in reserve and in the appropria- 
tion “Aircraft and related procurement. Navy,” has $1.8 billion. 

Mr. Suerrarp. Now, as to the procedure for those that have bal- 
ances left that you just referred to, they have to appear and rejustify 
the balance of the expenditure request / 

Admiral Sarru. Yes, sir; they submit as they can justify and re 
quire additional funds a reapportionment request. That reapportion- 
ment request is given the same review as the initial apportionment: 
their financial plan, 1 rate of obligations and so on are investigated 
by the Office of the Secretary of Defense and Bureau of the Buc leet, 
and, based on that analysis, they are granted either all or a portion 
of their request. 

Mr. Suerrarp. What is the approximate time, if you can give it to 
me, that is required for 1956 additional funds to effectuate the original 
program by this process of re-review ? 

Admiral Soir. A re-review— ? 

Mr. Suepparp. From the time it comes up in the Department. 

Admiral Smirn. The last re-review just conducted by the Bureau of 
Ships for $19 million—it is my estimate about a month, sir. I can 
correct that for the record. That was one in which we had a consider- 
able review in my office and further review jointly with the Office of 
the Secretary of Defense and finally passage to the Bureau of the 
Budget. 

Mr. Suepparp. Would you feel safe in saving from the time the re- 
view starts until it is completed that the average time limit would be 
30 days? 

Admiral Smirn. That would be an average, sir. 

Mr. Suepparp. Anything beyond that would be an exception ? 

Admiral Smirn. Yes, sir. 


EXTENSION OF STOCK FUND COVERAGE TO MORE CLASSES OF MATERIAL 


Mr. Suerrparp. All right, Mr. Secretary, on page 4 you state, and 
| quote: 


We are giving continual attention to the extension of stock fund coverage to 
more classes of material. 
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What classes of material are covered by this statement and what is 
your reason for desiring to place them in the stock fund ¢ 

Mr. Franke. You are referring to additional classes of material ? 

Mr. Suepparp. That is right. 

Mr. Franke. For fiscal 1957 we plan to put in the stock fund ship 
repair parts, vehicular spares, submarine parts and photographic 
items. 

Mr. WiceteswortH. What was the second one ? 

Mr. Franke. Vehicular spares. 

Mr. WiceieswortH. Submarine parts and photographic materials? 

Mr. Franke. Yes, sir. The reason for putting them in does not 
relate to the fact that we have reached the end of the items we would 
like to put into the stockfund. This is the reason which is basic in the 
whole stock fund concept. It is primarily for better control of inven- 
tories, so that we get a complete item and dollar control of inventories 
and a complete record of usage by the purchasing appropriation. 

I have been convinced for a long time that this is the only adequate 
way to control inventories in the Navy, to get them into this kind of 
category where you can review them, where you can determine the 
usage factors that are involved, where you can determine the new 
procurement requirement. 

Mr. Wiceireswortu. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. What results do you have from applying certain 
items and methods in the stock fund optration ? 

Mr. Franke. I do not know if it is possible to evaluate the dollars 
in savings, Mr. Chairman. What it does is isolate inventory items 
so that you get better control over the amount that should be pur- 
chased, the status of the stock, and the general aspects of the in- 
ventories. 

In the stock fund area we now have a provision which requires the 
classification of stock which is for active use, that which represents 
mobilization reserve, the so-called economic reserve of items usable 
but over a longer period of time, and excess items. 

One of the areas of saving, of course, is in the identification and 
disposal of excess items which, if not serviced in this manner, might 
be retained a considerable period of time. 

Mr. Sueprarp. Would that apply to duplication, also? 

Mr. Franke. It would apply to duplication, also. 

Mr. Suepparp. While your experience in that field has not been 
long enough so that you can establish a clarified dollar responsibility 
as such, it would be difficult to trace anyway, would it not? 

Mr, Franke. We have had stock funds for many, many years. 

Mr. Suerparp. I know, but you have only begun increasing its 
volume operationally speaking a short period of time. 

Mr. Franke. That is right. 

Mr. Suerrarp. And added functions to it. 

Mr. Franke. I might add, as I think I told you before, we have a 
presentation in the Bureau of Supplies and Accounts of how the stock 
fund operates which I would like to have the committee hear at an 
appropriate time. 

Mr. Suerparp. When they come up, we will go into that as long as 
they will make the presentation for clarification purposes. 
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47 
INDUSTRIAL FUND SYSTEM AT THE NAVAL SHIPYARDS 


On page 4 you refer to the deficiencies in the industrial fund system 
at the naval shipyards, and refer to the study you have initiated ‘at the 
Charleston yard. How does that tie in with the study you have made 
in the past and the new construction control program patterned after 
recommendations of the management engineering firm you are 
installing / 

Mr. Franke. This is an extension of the production planning pro- 
gram. The production planning program, which was a result of a 
study made some years ago by a management engineering firm, has not 
in my opinion proceeded as rapidly as it should. However, this pro- 
gram relates to quantities and not to dollars. I want to integrate the 
production planning with a cost system which will relate it in terms 
of dollars so we can measure the results of operation of a shipyard. 

This is not a simple operation. It has to be done on a shop-by-shop 
basis and requires a great deal of work with respect to charges for 
labor, material, and overhead, and, of course, it requires a yardstick 
which will measure the efficiency of the oper ation and the only known 
yardstick, where you have no profit motive as you do in business, in 
my opinion is a predetermined standard cost. Until we can arrive at a 
cood predetermined standard independently obtained, against which 
to measure the actual cost of operations, we will not in my opinion have 
an efficient method of operation of a shipyard. 

Mr. Suepparp. How meticulous is this going to be insofar as de- 
partmental effectiveness is concerned and insofar as the checking of 
its complete operations pertain? What bottom level does this opera- 
tion go to in order to establish the end result you are attempting to 
attain here? 

Mr. Franke. What this contemplates is that when a ship comes 
in for overhaul, for example, in the first place there will be a program 
of work for the yard which will be set up in advance so that the yard 
will have advance knowledge of its workload. This gets into the pro- 
duction planning area. We want to go much further than that. We 
want to be able to determine actual as well as estimated costs on a 
shop-by-shop basis so that except for changes which may be uncovered 
after a ‘arte as come in for overhaul, we will have an advance idea of 
the cost of that overhaul. 

Mr. SHerparp, Let me interject a question at this point. The ship 
has been operating under a command cognizance. Is there a work- 
sheet made up by that command or any portion of the command 
echelon ? 

Mr. Franke. There is a work request which comes in from the ship. 

Mr. Suepparp. In other words, are we following somewhat the same 
general type of pattern that hypothetically a railroad follows? The 
engineer takes locomotive number 2610 on his run and he finds hesi- 

tancy of operation or something goes amiss. Immediately it is part 
of his job to put that on the worksheet. So it becomes a record of 
what is necessary to occur to that engine repairwise when it goes to 
the roundhouse. I use that as a parallel and it is far from being 
accurate. 

Is the actual work foreordained or foredetermined to any degree 
prior to its arrival at the yard? 

74195—56——4 
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Mr. Franke. Yes, I think it is foreordained to a considerable de- 
gree. Of course, their plans may not be in the same relationship be- 
tween a yard engine or an engine and a ship. 

Mr. Suepparb. I grant you that. I was using that as an example. 

Mr. Franke. Ships do not come in for overhaul on a crash basis. 
They come in at regular intervals for overhaul. The predetermined 
estimate of the work that might be done as estimated by the com- 
mander of the ship may, of course, change radically as the work of 
overhaul progresses. They may find other things that need to be 
done. 

Mr. Suepparp. That adds to the worksheet ? 

Mr. Franke. Yes. 

Mr. Suepparp. As a supplemental, or as a permanent part of it? 

Mr. Franke. As a permanent part of it. 

Mr. Suepparp. So as regards that particular ship, there is an actual 
workable sheet that covers what was necessary to do first by the con- 
cept of the command and second as the ship is opened up to get to 
certain repair features and it is added to? 

Mr. Franke. That is correct. All ships of the fleet maintain a 
“current ships maintenance project” in which are listed all mechanical, 
structural or electrical deficiences requiring correction. The defi- 
ciencies are separated in the categories indicating which activity will 
perform the repair work; ships force, tender or shipyard. 

Several months before the scheduled shipyard overhaul, the ship 
submits its “work requests” for shipyard work to its type commander 
who controls the shipyard overhaul funds for ships under his control. 

Based on past experience of overhaul costs, the type commander 
reviews each work request and approves the most important ones that 
can be accomplished within the funds available. 

After approval, the work requests are forwarded to the shipyard 
in advance of the ship’s arrival in order that material may be procured 
and the work planned to proceed in an orderly manner. 

Standardization of overhaul costs would greatly assist the type 
commander in determining the number of work requests that can he 
approved within the funds available. 

Mr. Sueprarp. So much manpower assigned to accomplish the end 
result ? 

Mr. Franke. That is correct. 

Mr. Sueprarp. Well, why should that particular type of function 
be so difficult to classify? Is it a matter of inheritance that we fol- 
lowed a certain pattern of procedure a period of years and are some- 
what reluctant to become more detailed, or what is the story? 

Mr. Franke. It is partly that and, I think, it is partly the injection 
of anew concept. The industrial fund establishment in all shipyards 
was the beginning of this new concept. That is, it did this much: It 
isolated, drew a fence around the operations of a particular yard, 
so you begin to get together the elements of cost of that yard. 

I want to go much further than that. I want to be able to get the 
cost of a ship overhaul or conversion or new construction ship by ship. 
Our difficulty, I think to some extent. has been the establishment of 
a proper yardstick of measurement. We do not have the profit motive 
and, therefore, have to use something else. In my opinion, that should 
be a predetermined standard cost. 
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Mr. Suepparp. In how many places is that study going on at the 
present time ? 

Mr. Franke. It is going on at Charleston alone. We picked that 
as the guinea pig and want to get that in shape and operating efli- 
ciently, eliminate the problems that will arise in that particular yard 
before we put it in all yards. 

Mr. Suerearp. That is the outstanding yard as far as detailed 
operations are concerned, and you will refine the procedure ¢ 

Mr. Franxe. It has enthusiastic personnel. Second, it has good 
shop masters who are interested. Third, it is primarily an overhaul 
yard, does not have the complications we will have in conversion yards 
and new construction yards. 


POLICY GUIDANCE BOARD 


Mr. Suerparp. What do you expect to accomplish through the es- 
tablishment of a Policy Guidance Board in the stock fund area? That 
is reflected, of course, in your statement on page 6. 

Mr. Franke. What we hope to establish, we hope to establish many 
things. One of the things we hope to establish is better communica- 
tion between requirements people and procurement people. I have 
felt there has been some lack of communication between the two groups 
and one place to get this communication is to set them down in a stock 
fund board so that all parties will participate. This should then de- 
velop into a general guidance for the procuring bureau, for the man- 
agement bureau, the Bureau of Supplies and Accounts. I feel we 
need to take a look at our inventory requirements periodically, at a top 
level, with a top level group, so that we have a much better idea of 
where we are going, wha at we should be buying, in what areas, in order 
to give better guidance and control to the program. 

Mr. Suerrarp. That would seem somewhat obvious. In other 
words, if you do not have a direct connection and a workable under- 
standing between those two divisions, it would occur to the average 
person that you would be buying stock that should not be bought. 

Mr. Franke. That is correct, and this is a method in my opinion 
of getting the two groups to sit down together and discuss the 
P sroblem. 

Mr. Suerrarp. However, in order to make your method prove suc- 
cessful operationally, it is obvious you would have to have an inven- 
tory that was modernized to almost the final degree. You have to 
keep on top of your inventory. 

Mr. Franke. That is correct. It gets into the whole stock fund 
operation. We, as you know, alre: ady have stock funds and we are 
making progress in cleaning up these stock fund inventories. Now 
| want to be sure this process continues and therefore I want a top 
level board to give adequate consideration to this whole field so that 
we will keep it in good condition. 


CONTRACT REDETERMINATION 


Mr. SHerparp. On page 6 you refer to a Department of Defense 
directive concerning contract redetermination. What is this directive 
and what does it purport to accomplish? If you have the directive 
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with you, I would be interested in having some knowledge of it, please. 

Mr. Franke. I have the directive before me, Mr. Chairman. It is 
dated December 5, 1955. Its primary purpose is to place a limitation 
on moneys received by contractors. 

Mr. Sueprarp. We will place this Defense directive dated Decem- 
ber 5, 1955, and No. 4105.7 in the record at this point and you may 
pick up the discussion, Mr. Secretary. 

(Directive referred to follows:) 


DECEMBER 5, 1955. 
NUMBER 4105.7 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Payments on Incentive-type and Price-Redetermination-type Contracts. 
References: (a@) Department of Defense Directive No. 4105.7, dated September 
15, 1955, Subject: Payments on Incentive-Type and Price-Revision- 
Type Contracts. 
(bv) Department of Defense Directive No. 7800.3, dated December 
23, 1954, Subject: Ascertainment and Collection of Debts Owed by 
Contractors; Deferred Payments. 
(c) Department of Defense Directive No. 7840.1, dated 22 April 
1954, Subject: Defense Supply Contract Financing; Progress Pay- 
ments Based on Costs. 


I, PURPOSE 


It is the purpose of this Directive to assure payment of amounts fairly due 
for items delivered and accepted under incentive-tvpe and price-redetermination- 
type contracts, to reduce the need for refunds by contractors under such con- 
tracts, to facilitate timely adjustment of provisional billing prices and prompt 
completion of final pricing under these types of contracts, and to reaffirm the 
policy on progress payments outlined in reference (c). 


II, CANCELLATION 


Reference (a) will be superseded by this Directive and considered canceled 
when this Directive has been made operative within each military department 
respectively. 

III, POLICY AND ACTION 


A. To accomplish the purpose of this Directive, all new contracts of the 
incentive type and price-redetermination type, all definitive contracts of the 
incentive- or price-redetermination-type replacing or superseding letter contracts, 
all amendments providing an incentive- or price-redetermination-clause in con- 
tracts not previously containing such a clause, and all amendments to contracts 
of the ineentive- or price-redetermination-type providing for new or additional 
procurement, entered into on or after December 5, 1955, shall contain one or 
the other of the provisions set out in paragraphs 1 or 2 below. 

1. In incentive-type contracts: 

“Notwithstanding any provision of this contract authorizing greater payment, 
the total of all amounts billed and paid or payable under this contract for items 
delivered to (or services performed for) and accepted by the Government 
(including amounts applied to liquidate progress payments) until final price 
revision has been made shall not exceed the sum of the following items as 
reported by the Contractor from time to time as hereinafter provided; (1) 
the total contract price of all items delivered to (or services performed for) 
and accepted by the Government for which final prices have been established, 
and (2) the total amount of costs (estimated to the extent necessary) that have 
been reasonably incurred for and are properly allocable solely to items de- 
livered to (or services performed for) and accepted by the Government for 
which final prices have not been established, and (3) the total amount of the 
established target profit allocable by direct proportion to items delivered to 
(or services performed for) and accepted by the Government for which final 
prices have not been established—increased or decreased in accordance with 
the incentive profit formula of this contract when the amount of costs stated 
in item (2), above, differs from the applicable target costs. Within 45 days 





ee aa tell 


echo 


CB nee PRR IS 


a 


5 RR a a A al ay Ne re so 0 


BBE pn 2 stage ial tin ce tae ali al 





51 


after the end of each quarter of the Contractor’s fiscal year, beginning for the 
quarter in which a delivery is first made (or services are first performed for 
und accepted by the Government) under this contract, and as of the end of 
each quarter, the Contractor shall submit a statement setting forth the respec- 
tive amounts of each of the three numbered items next above, together with the 
total amount of all billings for items delivered to (or services performed for) 
and accepted by the.Government (including amounts applied to liquidate prog- 
ess payments) under this contract as of the end of each quarter. If on any 
quarterly statement these total billings exceed the sum of the three numbered 
items above, this gross excess shall, after deduction of the total refunds (cash 
or credit memoranda) theretofore made, be paid immediately by the Contractor 
to the Government or credited against existing unpaid billings covered by such 
statement; provided that if any portion of such gross excess has been applied to 
the liquidation of progress payments, such amount may be added or restored 
to the unliquidated progress payment account, to the extent consistent with 
the progress payment clause of this contract, instead of making direct refund 
thereof.” 

~. In price revision- or redetermination-type contracts, not of the incentive 
type: 

“Notwithstanding any provision of this contract authorizing greater payment, 
the total of all amounts billed and paid or payable under this contract for items 
delivered to (or services performed for) and accepted by the Government 
(including amounts applied to liquidate progress payments), until final price 
revision has been made to the full extent permitted by this contract, shall not 
exceed the sum of the following items as reported by the Contractor from time 
to time as hereinafter provided; (1) the total contract price of all items de- 
livered to (or services performed for) and accepted by the Government for 
which final prices have been established, and (2) the total amount of costs 
(estimated to the extent necessary) that have been reasonably incurred for and 
are properly allocable solely to items delivered to (or services performed for) 
and accepted by the Government for which final prices have not been established, 
and (8) the total amount of interim profit used in establishing the initial 
contract price and allocable by direct proportion to items delivered to (or serv- 
ices performed for) and accepted by the Government for which final prices 
have not been established. Within 45 days after the end of each quarter of the 
Contractor’s fiscal year, beginning for the quarter in which a delivery is first 
made (or services are first performed for and accepted by the Government) 
under this contract, and as of the end of each quarter, the Contractor shall 
submit a statement setting forth the respective amounts of each of the three 
numbered items next above, together with the total amount of all billings for 
items delivered to (or services performed for) and accepted by the Government 
(including amounts applied to liquidate progress payments) under this contract 
as of the end of each quarter. If on any quarterly statement these total billings 
exceed the sum of the three numbered items above, this gross excess shall, after 
deduction of the total refunds (cash or credit memoranda) theretofore made, 
be paid immediately by the Contractor to the Government or credited against 
existing unpaid billings covered by such statement; provided that if any portion 
of such gross excess has been applied to the liquidation of progress payments, 
such amount may be added or restored to the unliquidated progress payment 
account, to the extent consistent with the progress payment clause of this 
contract, instead of making direct refund thereof.” 

B. In connection with amendments providing for new procurement, and amend- 
ments providing an incentive- or price-redetermination clause in contracts not 
previously containing such a clause, the above provisions shall be made appli- 
cable to the entire contract. 

©. Where the contracting officer has discretion to control payments through 
withholding provisions under an existing contract of the incentive- or price- 
redetermination type not containing the above provisions, the contract shall be 
administered hereafter, to the maximum extent permitted by such withholding 
provisions, so that on and after January 1, 1956, the total aggregate payments 
will be limited in the manner provided in paragraph A, above. 

D. In the case of outstanding contracts of the incentive type or price-redeter- 
mination type, where payments cannot be limited within a reasonable time as pro- 
vided above, the contracting officer shall take prompt action to obtain by mutual 
agreement amendments of such contract incorporating the above provisions. 

BK. Ordinarily, unless the contracting has good cause to doubt or question the 
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accuracy of statements furnished in accordance with paragraph A, above, such 
statements will be relied upon and prompt payments under the contract will 
continue to be made pending any postaudit or postreview that may be necessary 
to protect the interests of the Government. 


IV. REFUNDS AND ADJUSTMENTS 


A. It is essential in all cases that the amount of any indebtedness of contrac- 
tors to the Government be ascertained promptly, and that the amount of each 
contractor’s indebtedness to the Government be collected expeditiously (reference 
(b)). 

xovernment personnel will take prompt action so that amendments and supple- 
mental agreements, where appropriate, will be prepared expeditiously and 
executed without delay (reference (b)). 

B. For use in expediting and controlling adjustments and refunds, current 
inventory and control lists shall be established and maintained with regard to all 
incentive-type and price-redetermination-type contracts. Aggressive and con- 
tinuing efforts shall be made to eliminate any unnecessary delays. 

C. All incentive-type and price-redetermination-type contracts shall be reviewed 
systematically and periodically to obtain voluntary interim billing price adjust- 
ments and prompt refunds as appropriate. The making of voluntary refunds in 
anticipation of retroactive price reductions shall be systematically encouraged. 
No proposed voluntary refund shall be refused or delayed, and all such refunds 
shall be tendered and accepted without prejudice to final pricing. In connection 
with voluntary refunds, minimum refunds proposed by contractors in connection 
with final pricing proposals, and refunds incident to quarterly statements, con- 
tractors shall not be required to furnish concurrent itemization of adjustments 
to be made on past billings, nor to furnish adjusted bill concurrently. Such 
adjustments as may be essential in connection with refunds will be accomp- 
lished by appropriate Government personnel, with such information as may 
be essential from contractors after refunds are made, and the making, acceptance 
and deposit of refunds will not be delayed pending the making of any necessary 
accounting adjustments. When reductions in billing prices are proposed by 
contractors, they will be made effective immediately without prejudice to further 
adjustment, and billings voluntarily reduced by contractors shall if otherwise 
proper be paid at the reduced amounts without awaifing contract amendments. 


Vv. CONTRACT ADMINISTRATION 


The contracting officer will exercise every effort to bring about prompt redeter- 
mination of prices and setting of firm target prices by vigilant and timely atten- 
tion to the contract administration aspects of each contract, and nothing contained 
herein will diminish his responsibilities. 


VI. EFFECTIVE DATE 


This Directive shall be effective December 5, 1955, and may be applied from date 
of issuance. It will be included in the procedures, instructions, or directives of 
each military department so as to be operative throughout all procuring activities 
not later than December 15, 1955. 

REUBEN B. ROBERTSON, Jr., 
Deputy Secretary of Defense. 

Mr. Franke. The purpose of the directive is to place a limitation on 
moneys received by defense contractors so as to reduce the need for 
rebate. 

In other words, the intention of this directive is to reduce the high 
prices paid for deliveries so as to avoid the continuance of large 
amounts of dollars in the hands of defense contractors which have 
been held without payment of interest. 

Mr. Suerrarp. In other words, we are going to quit financing some 
of them as we heretofore have been doing ¢ 

Mr. Franke. To the extent they are going to hold Government 
money they should not be holding. 

Mr. Sureparp. That is what I had reference to. 

Mr. Franke. Yes, sir. 
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Mr. Suepparp. How rapidly are you going to be able to clarify that 
picture under the directive now that it is issued 4 

Mr. Franke. I have not had a recent report on it. In fact, it 1s too 
early to be able to get a report as to accomplishment. We know there 
have been some voluntary refunds as a result of this. 1 do not know 
whether Mr. Cassidy has up-to-date figures. 

Mr. Cassipy. No. This directive was issued in December and incor- 
porated in contracts since that date. Those contracts have hardly 
gotten under way in the defense plant. This did not reach back. 

Mr. Suerparp. Not retroactive / 

Mr. Cassipy. No, sir. 

Mr. Franke. Except there have been some voluntary refunds by 
contractors relating to old contracts. The figure I had some months 
ago was some $70 million. That was before the directive was issue d, 
but after it was known it would be issued. 

Mr. Suerrarp. On page 7 you point out “There has been far too 
much delay in redetermining certain types of contracts”. What do 
you mean by that statement and what do you propose to do about that? 

Mr. Franke. I mean there has been excessive time elapsed before 
contracting officers have redetermined contracts. The same people 
who redetermine are the people who enter into negotiation of con- 
tracts and negotiation is a must item and therefore there has been a 
tendency to del: ay redetermination. 

One of the suggestions which we have made to the Assistant Secre- 
tary for Materi: ul is that at least to clear up the present condition and 
perhaps to extend this suggestion and prevent recurrence of the con- 
dition, to establish a redetermination board who will have as its sole 
responsibility the redetermination of contracts so as to cut this time 
factor and get money back to the Government faster. 

Mr. Suerrarp. Do I understand that is contemplated, or is that 
in effect ? 

Mr. Franke. It has been recommended by my office, by me, to the 
Assistant Secretary for Material. It is now under consideration by 
Secretary Fogler and Admiral Clexton. 

The reason is I have felt that perhaps a redetermination board, 
whose business would be solely contract redetermination would be 
desirable certainly to clear up the present situation and perhaps to 
continue as an active body in the future. 


ADVANCE PAYMENTS 


Mr. Suerrarp. On page 14 you set out certain areas in which ad- 

vance payments are considered useful and appropriate. Give us some 
idea of the volume of payments made under each of these areas. 

Mr. Franke. May I ask Mr. Cassidy to answer that ? 

Mr. Suerrarp. Surely. 

Mr. Cassipy. You want total volume of business by classes? 

Mr. Suerparp. Yes. 

Mr. Cassipy. Total volume of business since 1950, we carried into 
that year $7,844,000; we have advanced $45,095,000, the gross total 
advances being $52,939,000. We have recouped through liquidation 
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of the indebtedness $39,540,000. Today we have outstanding as of 
January 31, $13,398,000 under the advance payment category. 

Do you want the same information on loans? 

Mr. SuHepparp. Not at the moment, no. 

What is the policy involved in this advance payment operation, 
gentlemen? You have given the figures as the end results. What. is 
the policy procedure there ? 

Mr. Cassipy. Policy is set forth at page 14, “(a) Contracts for 
acquisition of facilities at cost, for Government ownership.” That 
is the case where the contractor undertakes without profit to construct 
at cost Government facilities. He has to put in his own money. If 
he puts in his own money it costs him interest which he cannot col- 
lect under a cost contract. 

Therefore, the Government advances him the money without inter- 
est to finance the facilities which he is constructing for the Govern- 
ment. 

Mr. Sueprarp. What is the relationship between amount of con- 
tract and amount of the loan on advance payment? Is there any 
relationship by and between the two 4 

Mr. Cassipy. Yes, sir. 

Mr. SuHeprarp. What is it? 

Mr. Cassipy. It is measured by the amount of the working capital 
that is required to carry him through a reimbursement cycle until 
he can process vouchers claiming reimbursement. 

One particular contract covered construction on the west coast which 
is a $40 million project and we advanced him $6 million. The pay- 
ment revolves. He uses it to finance his direct charges and as he is 
reimbursed for cost—it is reimbursed to the advance payment ac- 
count. 

Mr. SueprrarD. How rapidly under advance payment procedure is 
repayment made to the Government by the contractor, generally 
speaking? 

Mr. Casstpy. Generally speaking, under advance payments we fix 
the amount to be advanced in consideration of the working capital 
required to carry it through the reimbursement cycle. We also fix 
a maximum limitation in the advance payment agreement that it 
shall be liquidated at a point 80 percent—if the loan is 15 percent of 
the total contract, we will liquidate it at 75 or 85 percent of the 
contract so as to make sure out of the last reimbursement we are paid 
in full. 

Mr. Sueprarp. Do you not mean by that that you attempt to do it 
but are not always successful ? 

Mr. Cassipy. On advance payments we have been very successful. 


PRODUCTION LOANS 


Mr. SuHeprarp. How about the loan category? Are you successful 
in that field ? 

Mr. Cassipy. On the loan category we have been very successful, 
Mr. Sheppard. We have had a loan program involving applications 
for $604 million; we have guaranteed loans of $555 million. Today 
we have outstanding $148 million, $106 million guaranteed by the 
Government. 
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So we have actually terminated $411 million worth of credit, and 
we purchased 15 loans: they are in a workout process; and to date in 
this program we have realized only the loss of $3,300. 

Mr. Suerrparp. I notice in the sheet that has been provided by the 
Navy that shows a series of loan operations, there appears to be an 
original maturity date and maturity extended. Do you have a copy? 

Mr. Cassipy. Yes, sir. 

Mr. Suerrarv. What has necessitated what would normally appear 
to be exaggerated extensions, if one is to take into consideration the 
repayment requirements that you have just referred to? 

Mr. Cassipy. Mr. Sheppard, these loans come into being as a result 
of the defense backlog, the backlog of defense orders, and our work- 
ing capital loans, with maturity dates fixed in the future. However, 
as we arrive at the maturity date, like most banking operations, the 
load must be extended or continued because of the then backlog of 
contracts. 

Now, the backlog of contracts may increase, it may require an addi- 
tional authorization, or it may have decreased to the point where we 
can decrease the credit but we cannot at any time terminate the loan 
just on call as long as he is operating defense contracts. Our security 
on these loans is tied into the reimbursements under the contract. 
And it is secured not only by those reimbursements but by the inven- 
tory and work in process that is assignable to such defense contracts. 

Mr. SHepprarp. Let us assume, for example, that any one of the 
seven firms reflected upon this report sheet we are referring to had 
completed their contract and had still not liquidated their obligation. 
What is the position of the Navy then? 

Mr. Cassipy. If they had completed the contracts, all defense con- 
tracts, and not liquidated, we would then proceed to collect, because 
the only security we have is in the contract itself. That is the only 
security. 

Mr. Suepparp. In other words, you would not issue another con- 
tract to bail them out ? 

Mr. Casstpy. We would have no control from our office over whether 
they got another contract. If they got another contract while the 
loan was in being, that loan would continue to be available for such 
contract. 

Mr. Franke. We do not decide whether the contract shall be given 
toacompany. We are involved with the financing requirements. 

Mr. Suepparp. I grant you that, but there does appear to me at the 
moment to be a relationship between the two functions. If I were in 
a position where I was operating for the Navy or Air Force or Army 
under this kind of loan operation, and I wanted to perpetuate myself 
in business, I would keep myself in a hole with you gentlemen until 
a contract is forthcoming and that is being done and has been done. 
How does it happen ? 

Mr. Cassipy. That is—— 

Mr. Suepparp. The $64 question. 

Mr. Cassipy. The sixty-four thousand dollar question. If they 
have the credit and get the contract, the contract is certified to our 
office as being essential to the national defense effort. The loan would 
be made available for the financing of the new procurement. 

Mr. SHepparD. Who would qualify them to be in that category ? 

Mr. Cassipy. The contracting officer. 
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Mr. Suerparp. Then the responsibility rests in the contracting officer 
to review the payments of that company or corporation and to also 
review their financial status before he authorizes a contract that places 
you in a continuity of financial embarrassment by extension of credit 

Mr. Cassipy. That is a requirement that they find out that the com- 
pany can perform the contract before it is awarded. 

Mr. Suepparp. What would happen in a case of that character, or 
would you have knowledge of it if the firm was not financially in a 
responsible position? You would have nothing to do with that? 

_Mr. Cassipy. Notwithstanding the certification of the contracting 
officer that the production is essential to national defense, the discre- 
tion vests in Secretary Franke as to whether or not he will undertake 
the financing. Usually we do undertake the financing. We have 
declined to finance certain defense contractors even in those cases where 
the contracting officer certified that procurement was essential. The 
credit risk is something we could not undertake. 

Mr. SHepparp. You would not have access to that ? 

Mr. Casstpy. Yes; we would to that. 

Mr. Sueprarp. Maybe I misinterpreted. You said you could not 
understand ? 

Mr. Casstpy. I thought I said that, if even in those cases where the 
contracting officer certified that the performance of the contract and 
production was essential to national defense, we may deny the financing 
in the case where the credit is weak or a risk which we do not believe 
it advisable to take. 

Mr. Suepparp. Just how many such cases of that character have been 
brought to your attention since you have been in your present position ? 

Mr. Franke. Where we have refused ? 

Mr. SuerparD. No. Where it has come to you and by reviewing the 
credit aspect and extensions involved that you have had your personal 
attention called to them, to the degree it has caused you to look into the 
situation yourself ? 

Mr. Franke. Mr. Cassidy always brings to me any cases where there 
is in his opinion any question about the financial responsibility of a 
contractor and we are constantly in discussion about companies. 

Mr. Casstpy. I do not have the breakdown during Mr. Franke’s 
tenure of office, but we have declined 46 loans for the gross amount of 
$18,374,000. 

Mr. WicGLesworru. Since when ? 

Mr. Cassipy. Since the beginning of the program. 

Mr. Suepparp. When you look over those extensions then, you know 
anything about what those particular firms are doing, there are obvi- 
ously certain questions in your mind as to why those extensions. 

Mr. Cassipy. That is right. 

Mr. Snerparp. Ordinarily and obviously I would consider it a per- 
tinent consideration to see that each firm paid its obligation in its 
current contracts and did not let those obligations pile up so that the 
current contract could not liquidate itself even though they are neces- 
sary producers in the field of military production requirements. 

Mr. Casstpy. These loans, Mr. Sheppard, are paid up and certified 
borrowing formula certificates made in regular weekly and monthly 
periods. In other words, the credit is continually changing as pay- 
ments are made under the contract and as the work in process and 
accounts receivable and inventories increase or decrease. 
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We would not break out of a credit until there is a termination or 
completion of a contract. - 

Our problem comes in the field where there are additional contracts 
let to a contractor operating under a V loan, and that V loan is ex- 
tended to the new contract. 

I can point out one case here, Raytheon Manufacturing Co. You 
will note that the original loan was $10 million; the maximum was 
later raised to $20 million. The present amount is $15 million. 

We are just increasing that loan by $10 million because of some 
highly classified work, missile contracts, which approximate $50 mil- 
lion which they anticipate being placed with them. 

They have not had too profitable a year. We think the loan is 
high. We are asking them to consider the raising of equity capital. 
The time is not right in view of their financial earnings record over 
the last couple years; so, therefore, while that loan maturity date is 
May 31, 1957, we are increasing it right in the middle of its terms, and 
there is no doubt that it will have to be continued throughout the 
work out of the contracts they are now receiving. 

Mr. Suepparp. What seems to be the financial difficulty in the opera- 
tion such as you describe? Any firm operating in the field of con- 
tractual income, in that capacity, obviously gets some profit from 
their contracts, do they not? 

Mr. Cassipy. Yes and no. If we could say yes to all of them, Mr. 
Sheppard, our credits would not cause us to lose sleep. But there 
are many defense contracts which involve losses, and considerable 
losses. 

Mr. SHeprarp. Would those contracts fall within the negotiated 
contract areas or in the bid and competitive field area? 

Mr. Cassipy. Most of the contracts fall within the negotiated con- 
tract area, 

Mr. Suerparp. Therefore your statement could be assumed to mean 
that you negotiate a contract to the degree there is no profit in that 
contract by the contractor ? 

Mr. Cassipy. There is no effort made to do that. That may be the 
result. 

Mr. Suerrarp. Isn’t that the result ? 

Mr. Cassipy. It is the result. But you have contractors also nego- 
tiating firm fixed prices which are out of line with competitors earning 
profits. 

Mr. SHerrarp. You have contractors who will buy a contract, 
certainly ? 

Mr. Cassipy. That is right. 

Mr. SuHeprarp. But when you find contractors that are in the opera- 
tion of buying contracts they are not good loan risks, are they ¢ 

Mr. Cassipy. They are not a good loan risk if they buy a contract; 
that is right. 

Mr. SuHeprarp. So if this firm has done a job in which they have 
had no returns, they are doing one of two things—they are either being 
negotiated beyond the level of reasonable good business ethics, or they 
are buying contracts. 

Mr. Cassipy. I have no knowledge of generally buying contracts. 
I don’t know whether you mean that literally. 

Mr. Suerparp. My way of expressing it is that when we know we 
«are bidding in a field where we will not make a profit but are doing 
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it for a purpose. There is no businessman worthy of that title where 
you could make any other premise. 

Mr. Cassipy. I think many of those firms believe honestly at the 
time they take these loss contracts they will make a profit. They run 
into hazards of defense production, changes in specifications. 

Mr. Sueprparp. You would not consider $15 million, $40 million too 
much of a small-business operation, would you? 

Mr. Cassipy. No, sir, but bear in mind that these credits, and we 
can speak to the larger credits, are credits that are not subject to being 
financed by the private banking institutions in the ordinary sense. 
They represent credit which must be made available to the company 
because the company is overextended by the defense backlog, and in 
almost every instance where you find a defense credit existing you 
find that contractor has been overextended financially by virtue of the 
defense backlog. 

Mr. SHeprarp. I draw that conclusion by the fact that Navy has to 
justify the banks going along. If they don’t guarantee the payments 
the banks do not buy it. Your statement more or less answers that 
automatically. 

This represents a very interesting procedure, gentlemen. I am 
frank to tell you T am not too happy with it. I don’t know how the 
other members of this committee feel about it, but I am frank to tell 
you there are some operations in this field on which I think the con- 
tracting officers and your fiscal department should be closer together. 

Mr. Cassipy. We are close together with them. We have no control 
over the placement of procurement. 

Mr. Suerearp. I grant you that. The only control you have ts 
financing it. 

Mr. Cassipy. That is right. 

Mr. Suepparp. Of course, if you do not finance it the contract doesn’t 
go out because they are not in a position to do it. 

Mr. Cassipy. That is right. 

As I stated for the record, we have declined some 46 applications 
totaling $18,274,000. 

At times it is difficult not to finance depending on the urgency of 
the request. 

Mr. Suepparp. That is true. 

Mr. Cassipy. Since the defense financing program has been set up 
to assist and to aid procurement, we find it necessary to go along with 
the financing of contracts in very thin credit cases. We have been 
very successful to date in the program. 

Mr. Suepparp. Let us take the example we have before us, Mr. Cas- 
sidy. Can you tell me at this time what field of production the Aeriel 
Products, Inc., are in? 

Mr. Cassipy. Yes, sir. 

Mr. Suepparp. What field are they in? 

Mr. Cassipy. Pyrotechnics ordnance contract. 

Mr. Suepparp. What are they doing in pyrotechnics? The reason 
for that question is to find out whether or not they ran a highly re- 
quired category instead of what is commonly known in that field as 
a regular production field. 

While you are looking that up, what can you tell me about Brubaker 
Electronics? 
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Mr. Cassipy. They are in the field of electronics. 

Mr. Suerparp. Are they what is commonly known as the indeter- 
minable field of production or a known factor production ? 

Mr. Casstpy. I cannot answer that categorically, Mr. Sheppard. I 
know they are in production of an item classified for the Bureau of 
Aeronautics. 

Mr. Suerrarp. That might answer the question, and it might not. 
We have many items that are classified which are still established 
productionwise. 

I wish you would secure the information I am asking relative to 
that if you will. 

Mr. Cassipy. Yes, sir. 

(The information requested is as follows :) 

Brubaker Electronics, Inc., has performed numerous highly classified contracts 
for the Navy. These contracts and other Navy contracts required considerable 
research and development work as well as production of electronic equipment. 
The company also developed items which it later produced for the Navy. At the 
present time Brubaker Electronics, Inc., is performing a research and develop 
ment contract for Bureau of Ships and production contracts (some of which 
followed research and development) for Bureau of Aeronautics. 

Mr. Sueprarp. Collins Radio? 

Mr. Casstpy. General field of radio and communication equipment. 

Mr. Sueprarp. The same for Higgins? 

Mr. Casstpy. They are a boatbuili ler. and the contracts are all com- 
plete. The balance of the loan will be paid off shortly. 

Mr. Suepearp. They ought to be in pretty good financial business. 
The Higgins people have been in business a long time. 

Mr. Casstpy. Strange to say they are not. They caused us many 
sleepless nights but we have worked out the credit. 

Mr. Sirepparp. Philco Corp. ? 

Mr. Cassipy. General electronics and communications development. 

Mr. Srerrarp. Raytheon Manufacturing Co. ? 

Mr. Casstpy. Electronics and communications. 

Mr. Surerparp. United States Flare Corp. ? 

Mr. Casstpy. They are presently making some fuses. 

Mr. Suepparp. You would not consider that a highly classified oper- 
ation or one you have not been functioning in for a long time, would 
you? 

Mr. Cassipy. I would have to refer that to the Bureau of Ordnance, 
Mr. Chairman. 

In the case of Aerial Products they are manufacturing 20-milli- 
meter ammunition, fuses, auxiliary detonating fuses, night drift sig- 
nals, booster and lead block assemblies, percussion elements, green 
day-night distress signals, and so on. 

Mr. Suepparp. That is an established field of operation; is it not? 
There are no innovations in that general field of operations, are there ? 

Mr. Cassipy. I cannot speak to the technical field, sir. 

Mr. Suepparp. I see they have a series of extensions. 

Mr. Casstpy. That is right, sir. 

Mr. Suerrarp. Do I understand, Mr. Secretary, you will scrutinize 
this grouping of firms? 

Mr. F RANKE. Yes, sir. 

Mr. Suepprarp. I wish you would do that. I realize you cannot 
do it overnight, because you have many other duties to perform; but 
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would it be too difficult to advise the committee as to what procedure 
you intend to follow in this category of loans? 


Mr. Franke. Not at all. I would be happy to do it, Mr. Chairman. 
Mr. Sneprarp. Thank you very much. 


STAFF PERSONNEL 


Mr. Wice6Leswortnu. On page 1 of your statement, Mr. Secretary, 
you indicate a total personnel, Office of the Comptroller in the United 
States and Overseas, for the Deputy Comptroller and administrative 
staff, for budget and reports, for accounting and finance, and for audit, 
of 1205. How does that compare with the staff you had a year ago 
and what do you visualize in the future ¢ 

Mr. Franke. | would like to supply the figure of a year ago, Mr. 
Wigglesworth. 

Mr. WigeLesworrn. In general terms is the force as stated here 
larger or smaller? 

Mr. Franke. I would think it is shghtly larger. 

Mr. Wiae_eswortuh. Do you have what you need now or do you 
visualize it will be necessary to expand further ? 

Mr. Franke. The one area in which I think we need substantial 
expansion is in the audit area. I think I mentioned at the hearings 
last year that to some extent this was a new program with respect to 
activity audit, and I anticipated that over a period of time we would 
have to build this organization up substantially. 

We are not covering the field as much as we would like to at the 
present time. On the other hand I don’t want to add people just 
because they are people. This is an area in which there is a shortage 
of personnel in this country, so we will have to build this up gradually. 

My guess is that eventually the audit organization might be almost 
twice as large as it is today. 

Mr. Wiceieswortu. Will you please furnish the figures for a year 
ago, then ? 

Mr. Franke. Yes, sir. 

(The information requested is as follows:) 
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Actual and estimated ‘‘on board’’ figures for Office of the Comptroller (continental 
United States and overseas) 


ACTUAL 30 JUNE 1955 





Military | Civilian lotal 
Deputy Comptroller and Administrative Staff 4 2 33 
Budget and reporis ; 12 5a 71 
Accounting.and finance. 14 125 139 
a ‘ 87 863 9% 
Assistant Comptroller, Audit as 8 49 57 
Navy area audit offices 79 814 SYS 
Total bi ee 117 1, 076 1, 193 
ESTIMATED 30 JUNE 1956 
Deputy Comptroller and Administrative Staff 3 31 $4 
Budget and reports 11 67 7s 
Accounting and finance 19 136 155 
Audit__- SS 974 1, O62 
Assistant Comptroller, Audit 10 51 61 
Navy area audit offices 78 923 1, 001 
Total 121 1, 208 1, 324 
| 
ESTIMATED 30 JUNE 1957 

Deputy Comptroller and Administrative Staff_- 3 31 34 
Budget and reports il 67 78 
Accounting and finance. 5 19 136 155 
BOG ieen i oke es Pies é ioeeabe 88 | 1, 074 | 1, 162 
Assistant Comptroller, Audit : 10 | 51 61 
Navy area audit offices sat ‘ 78 1, 023 1,101 
Total : as ghee die 121 1, 308 1, 420 





INDUSTRIAL FUNDS AT NAVAL SHIPYARDS 


Mr. WicGLesworrn. | notice that you state on page 4+ of your 
statement that your industrial funds installed at naval ass be- 
cause of systems deficiencies were not producing adequate information 
for management purposes. 

On page 6 you give us, I take it, the steps you have in mind to meet 
these shortcomings. 

The view has been expressed, as you no doubt appreciate, that 
the industrial fund and stock fund principle has been carried too 
far, that it is inadvisable, at least from the point of view of the 
Congress, because it results in less control rather than more control 
over financial operations. 

I take it from what you have said that in the light of your expe- 
rience so far as the Navy is concerned you feel very de finitely that as 
far as you have gone, anyway, and as far as you recommend going, 
the system has resulted and will result in greater control and greater 
cconomy. Is that correct? 

Mr. Franke. Yes, sir; and I would like to add that I have never 
agreed with the statement that the use of industrial funds and stock 
funds deprived the Congress of control. 
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In my own opinion there is perhaps more control by Congress 
because we have industrial funds and stock funds. We prepare 
budgets of industrial funds the same as we prepare budgets anywhere 
else in the Navy. 

I think the fact we have stock funds as separate operations and 
industrial funds as separate operations makes it very much more 
possible for the Congress to review Navy opet rations, and the effi- 
ciency of Navy oper ations. 


GUARANTEED LOANS AND PROGRESS PAYMENTS 


Mr. Wicetesworru. In the table you have given us, entitled “Guar- 
anteed loan examples,” am I correct in understanding that the data 
reflects on the one hand Joan operations, and, on the other hand, prog- 
ress of payments in addition to loans which have been granted / 

Mr. Franke. That is right. 

Mr. Wicetesworru. Mr. Cassidy gave us a summary of the loan 
picture and the advance payment picture. I don’t think he gave us 
an overall picture on the progress payment picture. 

Have you one, Mr. Cassidy, in addition to the others you have given 
us 

Mr. Cassipy. Mr. Wigglesworth, progress payments differ from 
loans and advance payments in that they represent payments to con- 
tractors for investments in work in progress and in inventories only 
under the particular contract. They are payments under the con- 
tract, and as such are not controlled the same as extended credit. 

We have a summary which shows the total outstanding payments, 
progress payments, as of December 31, 1953, June 30, 1954, December 
31, 1954, June 30, 1955, and December 31, 1955, on page 16 of the state- 
ment. That is the column to the right. 

The total progress payments over the last 2 years have increased 
from $2,061 million to $2,360 million. 

The payments are scattered through many contracts. There has 
been a composite list prepared in my office that details the progress 
payments and the credits of both loans and advance payments that 
have been made to all defense contractors across the board in the 
Defense Department. 

The detail of the figures appearing in the right-hand column are 
to be found in that quarterly summary prepared i in my office. They 
will give you the companies. 

Mr. Wicciesworrn. Is it possible to give us, either now or when 
you revise your remarks, the total progress payments that have been 
made and the recoupments against that total as you did in the other 
two categories ? 

Mr. Casstpy. I think T put that figure in the record. However, 
again on page 16, you will notice a chronological record of the author- 
ized and outst: anding advance payments over the 2-year period. They 
appear in the first 2 ‘columns to the left on page 16. 

Mr. WiccieswortrH. You are talking about advance payments now ? 

Mr. Cassiwy. Yes, sir. I thought we shifted to advance pay ments, 

Mr. Wiecieswortn. I didn’t mean to. What I was interested in 
was to get comparable figures, if possible, for progress payments. 
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Mr. Casstipy. They are shown not in the aggregate but the net 
outstanding at the end of each of the 6 months’ periods shown on 
page 16. ‘They are listed to the right. 

Mr. Wicereswortu. I thought it would be interesting to have 

] figures comparable to those you have given us for advance payments 
either now or when you revise your remarks. 

Mr. Cassipy. You mean gross progress payments? 

Mr. WicGLEsworTH. Gross progress payments which have been 
made and what has been recouped against that gross figure. 

Mr. Cassipy. I can get you that figure and I will insert it in the 
record. 

(The information requested is as follows :) 

Department of the Navy—progress payments 
[In thousands of dollars] 
f months | 6 months | 6 months | 6 months | 6 months 
ended ended ended ended ended Cumu- 
Dec, 31, June 30, Dec. 31, June 30, Dec. 31, lative 
1953 1954 1954 1955 1955 
Progress payments outstanding be- 

ginning of period (9-30-53) 1, 536, 652 | 2,061,205 | 2,200,733 | 2,352,610 | 2,398,061 | 1,536, 652 
Progress payments made during 6 

months , 641,653 | 1,330,515 | 1,122,975 | 1,060, 203 923, 326 | 5,078, 672 

2,178, 305 | 3,391,720 | 3,323,708 | 3,412,813 | 3,321,387 | 6,615,324 
Progress payments liquidated during 

6 months a; ea 117,100 | 1,190, 987 971,098 | 1,014, 752 960,998 | 4, 254, 935 
Progress payments oustanding end ; : 

er tai ain i 2,061, 205 | 2,200,733 | 2,352,610 | 2, 398,061 2, 360, 389 | 2,360, 389 
Number of progress payments out- 

tanding end of period a j 410 437 388 368 304 

Mr. Wiceiesworrn. I understand from what the Secretary has told 
us that losses in this field have been nominal only, that losses in the 
loan field have been something like $3,300 as compared with a figure 
of 6 million 9 for interest earned, and that in respect to advance 
payments there has been a loss of only $200,000 to date against interest 
earned of about $900,000. 

Mr. Casstpy. Yes, sir. 

Mr. WiceiesworrH. Who determines which of these methods 
financing shall be utilized in any given case / 

Mr. Casstpy. As a general rule under the Department of Defense 
regulations the contracting officers may award in their discretion the 
progress payment as high as 75 percent of cost without clearance with 
our office. Those progress payments are made in those cases where 
there are heavy initial investments or long-time investments before 
deliveries are initiated. 

[f the contractor is in such a shape that a progress payment in excess 
of the 75 percent standard is required and necessary for the perform- 
ance of the contract, then it must be cleared at our office and with a 
Department of Defense committee. ‘There have been only 2 such 


cases since the 75 percent limitation was established which have been 
cleared at a higher percentage. 

Mr. Wicéiteswortn. As far as loans or advance payments are con- 
‘erned, they are up to your office. Is that right ? 
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Mr. Cassipy. That is right, sir. 

Mr. WiceteswortH. Conceivably you might apply all three methods 
to a given contract ? 

Mr. Casstpy. We will have 2 but never 3. We never use advance 
payments where we have a V-loan, or a V-loan where we have an 
advance payment. But you might have progress payments coupled 
with either the V-loan or advance payment. 

Mr. Wicciesworrn. I think that is all, Mr. Chairman. 


UNOBLIGATED FUNDS IN AIRCRAFT PROGRAM 


Mr. Osrertac. Mr. Secretary, 1 want to compliment you and your 
organization for the job I feel you have done since the ini vuguration of 
the financial management of the Navy under a new Assistant Secre- 
tary of the Navy. 

As I underst: and it, you are the First Assistant Secretary of the 
Navy for Financial Man: igement. Is that true? 

Mr. Franke. That is true; ves. 

Mr. Osrertrac. And that is the result of Public Law 562 of the 83d 
Congress ? 

Mr. Franke. Yes, sir. 

Mr. Osteritac. Without a doubt you have made some very valuable 
contributions toward improving the financial arrangements and ac- 
tivities within the Navy. I think we can properly say their will 
always be room for changes because the Navy is a big and growing or- 
g anization. 

Mr. Franke. I thank you, Mr. Ostertag. I would like to say that 
without the organization I have this would not have been possible. 
More credit is due my organization than is due me. 

Mr. Osrerrac. My tribute is primarily based on the Navy’s desire 
and determination to put its house in order and to keep it that way. 

On page 3 you make reference to aircraft and related proc urement, 
Navy, $907 million, and you say that: 


t 


Although these funds are still required to carry out the approved program and 
are committed for this program, they will be shown as unobligated until specific 
item lists can be developed. 

Is this an adjustment whereby these funds are now in the category 
of unobligated rather than obligated and the result in part of the 
change of policy in funding of spares and spare parts! 

Mr. Franke. No, sir. This relates only to the new definitions es- 
tablished as to when an item becomes an obligation. Actually there 
has ben no change in the procurement policy. 

Mr. Osrertac. How about funding of the spares and spare parts? 

Mr. Franke. No change in the funding, either. The item now falls 
into the category of being a commitment, without quite agreeing with 
the definition of an oblig: ation. 

These items which we are talking about here, which we are now 
forced to show as commitments, eventually will become obligations, 
but only when specific item lists are developed. 

Mr. Osrerrac. Certainly they will eventually become obligations 
once they become full-fledged obligations, but not until that time 
comes. In other words, you do not carry them as obligations from 
the same point that you previously did. 
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Mr. Franke. That is right, because of a definition. We still will 
have to buy these spares. There has been no change in that situs ition 
at all. This is solely as the result of a new definition as to what 
constitutes an obligation. 

Mr. Osrertrac. Off the record. 

(Discussion held off the record.) 


HOOVER COMMISSION RECOMMENDATIONS 


Mr. Osrertac. I note, Mr. Secretary, that you referred to the Hoover 
Commission once or twice in your stateme nt. To what extent have 
the Hoover Commission recommendations been considered and ac- 
cepted by the Navy / 

Mr. Franke. Well, we have studied all the Hoover recommenda- 
tions. Some of the suggestions made in the Hoover Commission re- 
ports already are being handled by the Navy in accordance with the 
recommendations. 

One that I speak about here, an accrual accounting system, is one 
which I have not yet bought as a good idea. I think it is certs unly 
worthy of trying out, but I am not convinced that a change from our 
present accounting methods is going to be beneficial or inexpensive. 
[ think it may be quite expensive. 

On the other hand, I don’t want to be in a position of saying I don't 
agree with something which has been recommended, so we will find 
out what it will produc e, 

Mr. Osterrac. In other words, so far as the financial management 
of the Navy is concerned, as it falls within your jurisdiction, these 
findings and recommendations have been considered, they have been 
studied, with the idea that where they are practical and where such 
changes lent themselves to efficiency, they have been accepted; is that 
right ? 

Mr. Franke. Without question, every one of them. 


CONTRACT TERMINATIONS 


Mr. Osrerrac. You point out that a large number of old cases have 
been pending before the Navy Panel of the Armed Services Contract 
Appeal Board. Then you point out that discussions have been initi- 
ated. and improvements are expected. 

In other words, I take it from what you say that this whole question 
has not reached the point where you can actually put into full force 
and effect specific improvements ¢ 

Mr. Franke. There is another aspect to this. This is not within 
my area. This is in the procurement area. 

However, as in almost everything else that goes on in the Navy, 
dollars are involved in this, because where there is a contract before 
this Board, where there is a dispute, and where there may be money 
coming back to the Navy when the dispute is settled, I still have an 
interest in it. 

The decision as to what should be done to improve this is, however, 
basically in the procurement section, with Mr. Fogler. We have had 
some discussions as to how to accelerate this process. 

These delays result in part from failure of the Navy to take action 
and also, in part, from failure of industry to present briefs. 
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Where the Navy is involved I want the Navy to take action. Where 
industry is involved I want the Navy to try to accelerate industry’s 
furnishing of information. 


USE OF NONAPPROPRIATED FUNDS 


Mr. Osrerrac. In reference to the reports of the General Account- 
ing Office which bear on the policy, procedure, and use of nonappro- 
pri jated funds. Would you clear that up a bit as to what area that 
covers and also what you propose to do shout. j it? 

Mr. Franke, Yes, sir; over the years we have gotten involved in 
disputes as to what types of expenditure by nonappropriated fund 
activities, an example of which would be civilian cafeterias, Navy and 
Marine Corps exchanges, petty officers messes, as to what items of 
expense in those nonappropriated funds should be borne by the funds 
themselves and what should be borne by appropriated funds. 

We have had some rather conflicting regulations within the Navy 
itself and we have had some disputes with the General Accounting 
Office, particularly with respect to items such as utility charges for 
gas and electricity, and for trash removal. 

It had reached a point where regularly we were getting new small 
items of dispute. 

I felt it was time that we first clarified our own thinking within 
the Navy itself, then discussed with the General Accounting Office 
how we could achieve a uniformity of opinion with respect to these 
items, and that is the reason I formed this committee. 

This committee has been in operation for about 2 months. We are 
getting close, I think, to a decision. 

I am not at all sure that one of the recommendations that may 
come out of the work of this committee after I have reviewed it may 
not be a request for legislation to give more benefit to these activities. 

I am certainly not prepared with an opinion at the present time, 
but under any circumstances we ought to achieve a uniformity of 
opinion so that we do not constantly “have disputes with the General 
Accounting Office on what are in most instances very small items. 

Mr. Osrertac. In other words, you are looking toward real achieve- 
ment once you can arrive at a general agreement on approach 4 

Mr. Franke. Unquestionably. We have already had some discus- 
sions, this committee has had some discussions during the course of its 
work, with the General Accounting Office. They are just as anxious 
to get agreement in this area as we are. 

Mr. Ostertag. How long : as this been going on? 

Mr. Franke. For many years. 

Mr. Osrerrac. You haved gotten anywhere yet. Is that it? 

Mr. Suepparp. It was going on when I came in. 

Mr. Franke. I don’t think any concerted effort was made to try 
to resolve the question, nor did we know over the years that many 
of the various items would come up for dispute. Now I think it is 
time to find out what the area is and get an agreement with the Gen- 
eral Accounting Office. They are just aS ANXIOUS aS We are. 

Mr. Osrertac. That is all I have, Mr. Chairman. 

Mr. Sueprarp. Mr. Franke, I want to thank you very much for your 
presentation and the accomplishments that you have been able to 
attain during your tenure in office. You have a very happy faculty 
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of making your presentations understandable and responsive to the 
interrogations of members of the committee, which is very helpful. 
I am not unduly complimentary. Ordinarily I am supere ‘vitical. At 
least that is my reputation in some branches of the military. 

You are invited to remain in the committee as long as you see fit 
todoso. We would be happy to have you with us. 

However, if you have other duties you feel you have to take care 
of that is your prerogative. 

Mr. Franke. If I might make one statement, Mr. Chairman. 

I am getting past the day when I can claim I am a new Assistant 
Secretary. I would like to's: ay this, however, and with feeling: 

[ have appreciated the help and advice and sometimes the criticism 
which this committee has given, because all of these things have helped 
me to do my job better. 

Mr. Suerrarp. | am glad you said there was some constructive 
criticism. 

Mr. Franke. Many times criticism is as helpful as praise, sir. 


STATEMENT OF ASSISTANT SECRETARY OF THE Navy (AtzR) 


Mr. SHerrarpv. We now have the Honorable James H. Smith, J1 
Assistant Secretary of the Navy for Air. 

Have you a statement you would like to present to the committee, 
Mr. Secretary ¢ 

Mr. Soir. Yes, sir. 

Mr. Suerrarp. If you would, please? 

Mr. Smirn. Yes, sir. 

Mr. Chairman, gentlemen, as the Assistant Secretary of the Navy 
(Air), I have been assigned by the Secretary of the Navy responsi- 
bility for policy management and control of aeronautical matters and 
of matters related to research and development and atomic energy. 

To provide you with a clearer understanding of these duties, I will 
outline the major ames anametaa of this office since the appropri- 
ations hearings last yea 


“9 


PERSON NEL AND MATERIAL 


Aviation matters fall into two categories—personnel and material. 
To fulfill our personnel requirements, attention has been given to pro- 
curement of aviation officer candidates for flight training, as well as 
the improvement of the training facilities. Student applications have 
increased from 838 in the first half of fise al year 1955 to 1,104 in the 
first half of fiscal year 1956, an increse of 32 percent. Our training 
has been modernized to the point where the hours flown by the stu- 
dents in jets has increased from 57 to 100. With respect to material, 
plans have been made for a replacement jet trainer for student use, 
as well as a jet replacement for the propeller driven SNB/JRB air- 

‘aft, which is largely used for maintenance of flight proficiency. 
The past year has witnessed the introduction of new ty pes of aircraft 
to the fleet, together with associated aviation lmprovements in the 
form of the angled deck, or dual runway, the mirror-landing system, 
and the steam catapult launching system. In this connection, fre- 
quent visits to the airframe and engine contractors have been made 
in order to discuss firsthand the results of their production efforts, 
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and to impress on them the necessity of meeting specifications and 
maintaining schedules. 

Particular attention has been devoted to aviation safety. You will 
be glad to know there has been a steady decline in aircraft accidents. 
Improv ement this year over last represents a saving of 94 lives and 
400 major aircraft accidents. This also represents a decline of 19 per- 
cent—almost one-fifth—in the accident rate throughout naval air 
operations. 


CIVIL AVIATION 


In the field of civil aviation, insofar as it affects the Navy, a signifi- 
cant accomplishment deals with the TACAN (tactical air control and 
navigation) program, which is monitored through my office. A steady 
increase in the reliability of the system, combined with agreements 
jointly effected by the Navy, Air Force, and Civil Aeronautics Admin- 
stration, point toward an early adoption of TACAN as a common 
io stem, whereby precise navigation and control is obtained—an essen- 
tial element if we are to exploit the airspace to the fullest. The Navy 
has also inaugurated an air cargo lease program, which has the ap- 
proval of the Air Coordinating Committee. This program provides 
for the leasing of those cargo aircraft tempor: arily in excess of the 
Navy’s requirements. It is designed to provide a fair return to the 
Government for the initial investment, promote the development of a 
strong air cargo industry, and retain the mobilization capacity of the 
aircraft, in that they will be returned to the Navy in operating condi- 
tion immediately upon demand. 


RESEARCH AND DEVELOPMENT 


As Navy member of the Department of Defense Research and Devel- 
opment I olicy Council, and as chairman of the Navy R. and D. Com- 
mittee, I have been directly responsible for the research and develop- 
ment programs of the Navy. Two basic and vital studies were com- 
pleted last year by some of our finest scientists, the Technological 
Capabilities Panel, and project Lamp Light, and action has been 
taken, through the Department of Defense, to accelerate or initiate 
and to provide financial support for many projects recommended in 
these studies. One major recommendation in the TCP report deals 
with the so-called IRBM No. 2, which is to provide an early sea-based 
ballistic missile capability —that is to si ay, a ballistic missile fired from 
surface vessel or submarine. This program, under direction of the 
Department of Defense, is well underway. I have actively partici- 
pated in the planning for this program, and have been designated by 
the Secretary of the Navy as the coordinating agent for the Navy’s 
ballistic missile program. 

With respect to the improvement of the overall R. and D. program, 
in addition to calling on our own people and facilities for greater 
effort and urgency, we have sought out skills in various R. and D. 
facilities in Europe. These efforts should facilitate the exchange of 
technical information with European scientists, travel of European 
scientists to the United States for a better understanding of the prob- 
lems at hand, and loan of scientific equipment to the foreign agencies 
when it is in the national interest todo so. Here in the United States, 
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the possibility of establishing additional ROTC units at technical 
schools such as MIT is being investigated. 

It is my intention to improve the coordination of the N: ivy develop- 
ment programs and insure efficient utilization of manpower and fa- 
cilities, as well as a reduction of development time required for ad- 
ministrative decisions. As a consequence, our present organization 
and administration are now the subject of a formal study designed to 
highlight any areas of weakness in this field. 

‘The most significant Naval achievement in the harnessing of atomic 
energy has been the spectacular success of the Nauti/us. This has led 
to an increased ship and submarine construction program, as well as 
an increased R. and D. effort for nuclear propulsion of both aircraft 
and ships. At the Navy’s request, the Department of Defense has 
formally approved and provided funds for a very active nuclear- 
powered seaplane program. ‘This program is very closely and har- 
moniously coordinated with the other services, and the interservice 
efforts in this field will get results. In the development of atomic 
weapons, we have progressed through joint efforts with ABC and our 
sister services. 

The range, speed and lethality of naval aircraft are continually im- 
proving. Our forces have been maintained at a relatively constant 
level numerically, but combat aircraft of increased quality have con- 
tinued to flow into our fleet squadrons. Higher performance through 
better aerodynamics and improved engine specifics, greater range 
through in-flight refueling, and more powerful weapons through nu- 
clear ‘developments are now on hand. The Douglas heavy attack 
bomber, the A3D-1, and two new all-weather fighters, the McDonnell 
MSH-2N and the Douglas F4D-1 are now in ‘the fleet introduction 
programs at the Naval Air Station, Patuxent River, Md. Additional 
promising new models are presently in various stages of test. The 
KJ—4, a high performance fighter, and the A4D-1, a new light attack 
aircraft and, incidentally, present holder of the 300 kilometer closed 
course speed record, will both commence fleet introduction programs 
during the last quarter of fiscal year 1956. Two other members of 
the high performance fighter family, the F11F-1 and F8U-1 will 
commence fleet introduction in the first half of fiscal year 1957. The 
outstanding performance of the F8U-1 is particul: arly encouraging, 
and early procurement of this aircraft is re hi the fiscal year 
i957 budget. In the rotary wing field, the IR2S—1, a Marine trans- 
port helicopter is presently under test. De haa of the P6M-1, a 
high performance jet sea-based bomber, is continuing, and we are 
optimistic despite the unfortunate accident which destroyed the ex- 
perimental model. 

Our efforts in the development and evaluation of guided missiles 
are beginning to bear fruit. A fleet capability now exists in all types 
of missiles, functionally speaking. That is, the Sparrow, air-to-air; 
Terrier, surface-to-air; the Petrel, air-to-surface, for use against ships 
at sea; and the Regulus, surface-to-surface, which can be launched 
from submarines, cruisers and carriers, have been supplied to the fleet 
in quantity. 

In a visit to units of the Atlantic Fleet during the past week, I 
witnessed one of these missiles in a very successful operation which 
clearly demonstrated the overall progress we have made. Of signifi- 
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cance is the fact that these missiles are now being integrated into a 
complete, mobile, ship-based weapon system and are ready for sus- 
tained combat use. 

Needless to say, the above accomplishments are not the result of the 
Navy’s effort alone. Supported by the funds supplied by the Con- 
gress, we have carefully integrated our program with our sister serv- 
ices, and in addition have been ably assisted by the NACA, AEC, 
educational institutions and industry. 

Our objectives for the coming year will continue to be directed 
toward reaching the highest attainable degree of combat readiness, 
backed up by an aggressive use of new information from which to 
develop new and improved weapons. 


STUDENT APPLICATIONS FOR FLIGHT TRAINING 


Mr. Surprarp. With reference to your statement on page 1, Mr. 
Secretary, you show a rather interesting advancement in the field of 
student applications. What has happened there to create this in- 
crease? Prior to this report I had labored under the impression we 
were having some difficulty in that field. 

Mr. Smiru. We were a year or two ago facing rather serious diffi- 
culties in getting youngsters to come into the flight training program. 
We took a variety of steps to investigate what the cause of this was 
and to go out and actively solicit the candidates. 

We set up 1 or 2 task forces to go out and do this work and it has 
been very successful, as indicated by the percentage increase. I 
frankly do not think we have enough applicants now to give us the 
broad selection we would like to have in picking out our students, but 
T think this increase should continue. 

Mr. Suerparp. At least it looks healthy to the degree it has ad- 
vanced. 

Mr. Suirn. That is right, sir. 

Mr. Sueprparp. If we have that advancement at this time I think 
it is reasonable to assume we might have about the same percentage 
of advancement in the future. Is that a logical conclusion? 

Mr. Surru. I think it is fair to say that this has indicated if you 
put some effort into going out and getting students you can get them, 
and they will come enthusiastically. I think the response is directly in 
proportion to the amount of effort you put into it. 


SAFETY IMPROVEMENTS 


Mr. Suepparp. I note on page 2 of your statement you state: 


Improvement this year over last represents a saving of 94 lives and 400 major 
aircraft accidents. This also represents a decline of 19 percent, almost one- 
fifth, in the accident rate throughout the Naval Air Operations. 


What is the percentage of washouts we have had through the fiscal 
year ? 

Mr. Suiru. I am not sure I understand the question. 

Mr. Snerparp. I would define the difference between a complete 
washout of a plane as against that of an accident. Do you draw a 
line of demarcation between an accident to a plane and an accident 
to the personnel on a plane, or that of a washout where a plane is 
wrecked and completely out of the operation category ? 
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Mr. Smiru. How many aircraft were stricken due to accident the 
year before compared to this year ? 

Mr. Sueprarp. Yes. 

Mr. Smirn. We can get you that figure. I think we have it right 
here. 

This again is an area which has responded fortunately to a great 
deal of effort. There is no question that to maintain the accident 
rate at a reasonable level it requires constant attention. 

The accident rate in the last month has started up again and we are 
going after that just as hard as we can. 

Mr. Suepparp. Fill the record in on that. 

Also add to that whether the washouts were because of mechanical! 
or human faults. 

Mr. Smirn. We will give you a breakdown on that, sit 

(The information requested i is as follows:) 


The summary c mparison of aircraft stricken due to accident for the fiscal 
years 1954 and 1955 is as follows: 


Fiseal Fiseal Percent 

vear 1954 year 1955 change 
Pilot error. . ; J 329 203 - 11 0 
Error of other personnel 63 46 —27.0 
Material failure : 190 150 21.2 
Undetermined vA 117 24.5 
‘Total stricken i . ‘ 676 606 10.4 


AIRCRAFT LEASE PROGRAM 


Mr. Suepparp. The next item I want to compliment you about and 
inquire into is the aircraft lease program, as 1s reflected on page 2. 
Grive us more details in that field of operation, including the number 
of planes you have leased, the companies, and the financial return 
to the Federal Government, and the specific arrangements with ref- 
erence to return of the plane to the Federal Government at the time 
it might be recalled for military service. 

Give us more briefing on that aspect of it, because I think you 
have gone into an intelligent, economical field. 

Mr. Smirn. This program was the result of a study which led us 
to the conclusion that a military service in peacetime almost inevit- 
ably requires more equipment on hand than it needed in peacetime, 
but it had to have that equipment immediately available in case of 
war. So the question was how do you maintain whatever these extra 
units might be which you need in wartime during peacetime at the 
minimum cost to the Government. 

Well, we discovered that there was a demand for cargo aircraft 
annals the commercial cargo operators which could not be satisfied 
by the manufacturers because the manufacturers were booked up 
heavily in advance with military and other orders; so we investigated 
the situation to see if it would not be possible for some of the cargo 
operators to maintain at their own costs our aircraft, keep them avail- 
able to us on call should we need them for any emergency, and at 
the same time pay to the General Treasury a reasonable amount which 
in the case of a new airplane here would amortize the airplane over 
about a 5-year period. 











72 

































We put this to the Air Coordinating Committee, which is a Com- 
mittee including all appropriate agencies of the Government, to see 
what their reaction was, and they went along with it and gave it 
their approval. 

We then asked the Civil Aeronautics Board to select the carriers 
which were eligible for this type of a lease program. We then leased 
out two major “units, the R- 6—D’s, which is the same as the Douglas 
DC-6A, and the rental on that is running about $20,000 a month, so 
each of those units is bringing into the General Tre: asury about a 
quarter million dollars a year. 

We then leased several lesser aircraft, what we call the R-5—-D, an 
older model, and we are about to go into a lease of somewhere in the 
neighborhood of 30 R-4—D’s, another model, so fairly soon we will have 
appr oximately 25 aircraft on lease to industry. 

These aircraft will be maintained to meet CAA specifications as well 
as Navy requirements, and will be held immediately available to the 
Navy in time of emergency. 

In addition, full insurance is carried on these aircraft for the benefit 
of the Government ; the operator, the lessee, has guaranteed to provide 
us with a crew for the air plane so in case of mobilization we will have 
that crew for 30 days until we get our own manpower stepped up to the 
level required to bring these airplanes back in. 

We therefore feel it is one w ay of maintaining an instantaneous 

sadiness in the most economical fashion. 

We believe industry has accepted it in that they are still willing to 
take on more of these aircraft. 

Mr. Suepparp. There is only one question in my mind about this, 
and I think you have done a very remarkable job in relieving the tax- 
payers of this country of a fixed charge operation, if I may use that 
term, through the functions you have provided here in this lease 
operation. 

Under this type of operation how long would it take to amortize the 
total cost of a plane? 

Mr. Sairn. In the case of the R6D, which is the most modern air- 
plane and the most expensive, the rental will amortize that airplane in 
D years. 

During that same 5 years the airplane has to be maintained to CAA 
specifications, so we have a completely usable aircraft at the end of 
5 years; but the money is back in the till, so to speak. 

Mr. Suerparp. In other words, you have the original investment of 
the plane back in the Treasury, or in the till, as you say, plus a usable 
factor left in the plane of about how many years? 

Mr. Smiru. It is pretty hard to say, but I would say certainly 5 
years. 

Mr. Surrrarp. It would be safe to say an additional 3; would it not ? 

Mr. Smirn. Yes; the only problem would be obsolescence. The 
structural and safety features of the plane would be maintained. 

Mr. Suerrarp. Of course, the economic situation is very clearly 
delineated here as being to our extreme advantage, not only from the 
dollar point of view but “due to the fact that if you want your transports 
and need them for immediate use you have them available. 

What would be the total amount of this type of a plane which you 
consider would be necessary under war conditions? Should we go into 
war tomorrow how many of these planes should we need ? 
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Mr. Smiru. I would hate to give an estimate on that. You would 
need a tremendous number of them, I feel. I think we have been slow 
in recognizing the need for an air cargo fleet in time of war. We still 
think of air cargo as a form of transportation which deals only with 
high-cost items; where as in time of war every item that is needed on 
the front becomes the equivalent of a high-cost item, and we will need 
a lot of cargo planes. 

For that reason part of this program is designed to build up the 
air cargo business. We would like to see a large commercial fleet 
without any Government investment in it at all, but in order to do 
that you have to achieve a fairly high volume of business in order to 
vet the rates down, and as the 1 ‘ates | go down you induce more traffic, 
which in turn builds up the fleet and cuts down the overhead. The 
whole thing is a nice cycle with a typical American way of doing 
business, continually lower the cost to expand the base of your busi- 
hess, 

Mr. Surpparp, This is premature because obviously we will get to 
it further on in the bill. 

What is the total number of transport planes coming off the line 
with your present budget ? 

Mr. Smiru. I cannot give you that figure exactly. 

Mr. SueprarD. We do have some? 

Mr. Smirn. Yes; we are not buying planes for this purpose, though. 
We are not buying planes with the idea of leasing them. 

Mr. Suerrarp. I understand that. 

Mr. Smitu. There are some that could be made available which are 
already in hand, so to speak. 

Mr. Sueprarb. It is my understanding that there is an analysis 
which has been made to the effect that the Navy should have so many 
transport planes in case of a war requirement. I understand that has 
been surveyed to some degree. 

Mr. Smirn. Yes. 

Mr. SueppaArp. How much of a stretchout plan do we have in this 
total function? About how many planes are you shooting for, in 
other words, in the transport field 2 

(Discussion held off the record.) 

Mr. Suepparp. The total is reflected as being 254. I didn’t think 
we had that many since many went into stocks of obsolescence. 

Mr. Smrrn. A lot are DC-—3’s. 

Mr. Suepparp. As I say, this is something we will take up in detail 
when the proper bureau comes up. 

While we are discussing this, I think it is apropos to the general 
plan of procedure, because, if we had more planes coming into the 
production program, you still have room in the field of the leasing 
category to accommodate a considerable number of them, as I under- 
stand the picture. Is that true? 

Mr. Smiru. Yes. 

Mr. Sueprarp. There is almost a self-liquidating operation. Is 
that right 

Mr. Smiru. One of the few I know of. 

Mr. Sueprarp. That is right. It seems to me we are somewhat 
dilatory if we don’t address “ourselves to it at least to the degree of 
nece ssity. 
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1 want to thank you for your presentation, Mr. Secretary. It has 
been very clear. 

I have no other questions at this time because questions I have in 
mind can be responded to in detail when the detail comes up. 


NUCLEAR PREPARATION 


Mr. Norreni, I have one question, Mr. Chairman. 

I am very much interested in your statement: 

The most significant naval achievement in the harnessing of atomic energy has 
been the spectacular success of the Nautilus. 

Hlow many of these types of submarines are now in the making? 
I know the Vavt//us because I have seen it and I have been on it. 
I know you have one. 

Do you have any additional submarines such as that in the making 
at this time? 

Mr. Suiry. Yes. 

Mr. Norret,. Give your answer on or off the record. 

Mr. Smirn. Besides the Vautilus there is the Sea Wolf. My recol- 
lection is that there are 4 more which already have been authorized 
and we are asking for 6 more. All the submarines we are asking for 
in the next program will be nuclear-powered submarines. 

Mr. Norretn. That is all, Mr. Chairman. 

Mr. Sairn. NVavti/vs,as you may know, now has traveled over 26,000 
miles without refueling. We have a total of eight in all the previous 
programs, including Nautilus and Sea Wolf. 

Mr. Norreti. That doesn’t include the ones now probably being 
authorized ? 

Mr. Suiri. We will ask for six more. 

Mr. Norreti. And all told, then, that will bring you up to 14? 

Mr. Sairn. That is right. 


RESEARCH AND DEVELOPMENT 


Mr. Wieeieswortn. To what extent are we utilizing the skills which 
you have referred to as having been sought in various foreign research 
and development facilities ? 

Mr. Smirnu. We have in the Navy two methods of getting at those 
skills. One is a branch office of the Office of Naval Research, which 
we maintained in London, and the other is a joint service organiza- 
tion known as the mutual weapons development program, which main- 
tains an office in Paris. We are continually looking there for par- 
ticular skills in fields where the Navy has a particular interest, or, 
in the case of the Paris office, where any of the three services have a 
particular interest. 

Mr. Wiaeieswortu. Are you going to bring them here? 

Mr. Suirn. We have gotten authority to bring more scientists over 
here. As you know, that was done at the end of World War IT. We 
brought a number of German scientists over who have been quite 
successful in the missile business, such as Redstone, and it is quite 
possible we will bring more scientists here under this program. 

We have already brought some prototypes of their developments 
here for study and evaluation, but to date we have not brought any 
scientists over on a permanent basis at all. . 
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Mr. WicGiesworrH. Do we have the right, also, to work in hese 
European facilities ¢ 

Mr. Suirn. On an exchange basis. and this would be a case-by-case 
proposition. We have no broad rebts to enter laboratories there, 

Mr. W IGGLESWORTH. You have sole people ii) the laboratori . vul 
very few. 

One further question—can you tell us either on or off the record 
anything further about the two studies you refer to as hi iving been 
completed last year on projects venga and technological eapabill 
ties panel ¢ 

(Diseussion held off the record. ) 

Mr. Wiee.esworrH. Either off or on the record, in what fields were 
these two studies / 

(Discussion held off the record.) 

Mr. Wiceresworru. That is all, Mr. Chairman. 


AVIATION SAFETY 


Mr. Osrrertac. Mr. Secretary, on page 2 of your statement you refer 
to aviation safety in the Navy, and it is a laudable achievement. 

It is not quite clear to me, however, when you speak of saving 94 
lives and 400 major aircraft accidents, is that a reduction in the num 
ber of lives lost as compared with the previous year? How did you 
save these lives ¢ 

Mr. Suirn. The accident rate is in number of accidents per 10,000 
hours flown, so if you had taken the numbers of hours flown in 1955 
and applied the 1954 accident rate to that you would have ended up 
with this increase in loss of life and loss of aircraft. That is how that 
figure was derived. 

Mr. Osrerrag. What is the basis for the percentage, decline of 
percent or about one-fifth in the accident rate throughout the whole 
naval air operation? Is that on the same general basis? I realize 
it is percentagewise, but do you figure that on the basis of hours ? 

Mr. Smirn. Yes. The average number of major accidents for all 
types of naval aircraft in fiscal year 1955 is about 3.5 per 10,000 flight 
hours compared to nearly 4.4 in fiscal year 1954. 

That is shown on this graph, this being the level in 1953, in 1954 i 
was coming down a bit, ‘and in 1955 it has established a level fairly 
well down. 

Mr. Ostrerrac. That is very interesting and pleasing to hear. I 
‘compliment the Navy on that achievement. 

| think those are goals we should always try to reach, 

Mr. Suir. I might say we work very closely with the Air Force 
in this. Both services put a tremendous effort on increasing the safety 
records, and I think we have been helpful to each other in exchanging 
information. 

Mr. Osrerrac. Would you care to comment on how your record 
compares with that of the other services 

Mr. Smirn. Back here, where you see this peak, I do not think our 
record compared favorably with the other services. They gave us 
vreat concern, so we went to work and brought it down, and worked 
very closely with the Air Force in doing it. 

It was an interesting period to take on this sort of job because this 
was the moment where we were making a transition from propeller 
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aircraft to jet aircraft, and people generally thought the rate might 
go up rather than down, 


JURISDICTIONAL AUTHORITY OF ASSISTANT SECRETARY (AIR) 


Mr. Osrerrac. Turning to the question of your overall jurisdiction 
and responsibilites, as I "understand it your official title is Asssitant 
Secretary of the Navy, Air. Yet you have under your jurisdiction, 
do you not, 2 program involving research and development; is that 
correct ? 

Mr. Smiru. That is correct, sir. 

{ had far more than that when I first came into office, and due to 
the action of Congress in authorizing the two new Assistant Secre- 
taries, one for financial management, Mr. Franke, whom you just 
heard, and the other for personnel, L was relieved of duties involving 
personnel. 

In other words, when I first took office, I had, in addition to the 
duties I have described to you here, the full personnel job, and to me 
it has been a very major step forward to get the additional Assistant 
Secretary to take the personnel work which permits me to concentrate 
on air, which is a statutory requirement. The title Assistant Secre- 
tary of Navy for Air was established by Congress. 

I handle air, research and development, and atomic energy. 

A very large part of my time is on the research and de ‘velopment 
program overall in the N: avy. In other words, I do not get involved 
in procurement so far as air is concerned. That is handled by Mr. 
Fogler. So I am really in the research and development end of it, 
and the other duties I have enumerated. 

Mr. Osrerrac. Would you say your title is correct or would you sav 
that your responsibilities are not exactly air but primarily research 
and development # How do you coordinate your responsibilities in 
the Navy? It is rather difficult for me to put the various operations 
into focus without running into conflict. 

I am wondering if you can clear up what hat you wear when you do 
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business ? 4 
(Discussion held off the record.) 
Mr. Smiru. I think if we were starting from scratch, with no early ; 
history, my title would almost unquestionably be Assistant Secretary } 
of the Navy, Research and Development. In other words, we do the : 
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same thing as has been done in the Air Force, and which I believe the 
Army w ill come around to doing very soon. 

But because my office always has had the title Assistant Secretary 
of the Navy (Air), it was felt desirable to leave that title there. 

It also has some i articular significance to remind people from time 
to time that the Navy does have ways and means of extending air- 
pow er. 

Mr. Osrertac. Is that the only reason your title is left there? 

Mr. Smiru. That is not the only reason. The title, as I said before, 
is statutory. 

Mr. Osrertac. Perhaps it might be wise for the Congress to change 
that title. 

Mr. Sairu. I don’t think it would make too much difference so far 
as the results are concerned. I know it has been contemplated adding 
another Assistant Secretary and separating the functions, so you 
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would have an Assistant Secretary of the Navy (Air) and another 
Assistant Secretary (Research and Development). 


MISSILE ACTIVITIES 


Mr. Osrerrac. The operation of an aircraft carrier or submarine 
comes within what jurisdiction, Naval Operations ¢ 

Mr. Smiru. Chief of Naval Operations. 

Mr. OsrerraG. So far as the operation of the planes and the general 
policy and use of aircraft, does that come under your jurisdiction or 
the Naval Operations ‘ 

Mr. Smiru. Once you have a completed weapons system in the fleet, 
it is primarily the responsibility of the Chief of Naval Operations. 

The research and development which brings that weapons system 
into being, which originates the basic research and then the flight en- 
vineering, and ever ything else that goes into bringing that into being, 
Is In my ‘bailiwiek. 

Then the procurement of that, once we have made the determination 
that the weapons system is one we want to procure, comes into Mr. 
Fogler’s jurisdiction as the Assistant Secretary for Material. 

Mr. Osrertac. We hear a great deal these days in certain fields of 
research and development as to whether or not we are moving along 
properly and whether or not there is an integration or coordination 
between services. What can you tell us about the relationship of the 
Navy’s research and development as it relates to the other services, 
particularly in the field of missiles and in the field of aircraft develop 
ment ¢ 

Mr. Smiru. Well, to start off with missiles, | would like to turn 
back to my earlier testimony and point out that we have a fleet cap 
ability today in the four basic types of missiles, and we are very 
proud of that as a service. I think we are the only service 

Mr. Osrerraa. Is that the result of the Navy’s own research and 
scientific development ¢ 

Mr. Smirn. I wouldn’t say entirely our own, but they were projects 
we generated. Of course, we acquire information from other services 
and other agencies of the Government in the process of working out 
the weapons system. 

[ would say we are well advanced in the missile business with the 
exception of ‘the so-called ICBM, intercontinental ballistics missile. 
where we never have had a requirement. That has been assigned to 
the Air Force. 

With regard to aircraft, as you know, we have a different problem 
from someone developing land-based aircraft, so we have spent an 
enormous amount of time trying to get aircraft which can be operated 
not only from a very small sur rface but also from a moving surface. 
This is a problem which the Air Force has not tackled until fairly 
recently, 

Now, I believe we are all headed in the same direction. We are 
realizing more and more the necessity of achieving either vertical 
takeoff or what is called short takeoff and landing aircraft. I would 
consider the Navy was well advanced in that field. 

Mr. Ostertac. Will you use carriers for missiles as well as sub- 
marines ¢ 
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Mr. Smirn. Yes. We have a missile today, the Regulus, which 
can be fired from a carrier, from a submarine, or a cruiser. 

Mr. Osrerrac. Would you say, Mr. Secretary that the Navy is 
prepared by virtue. of development and procurement to strike any 
potential enemy by air or by missile from the sea ? 

Mr. Smiru. We certainly are prepared to strike any enemy we 
might be called on to strike by a very heavy air attack, using the most 
modern weapons and using very high spee id aircraft. 

We can also strike by surface-to-surface missile in limited quantities. 

Mr. Osrerraa. Surface to surface, meaning from a ship or sub 
marine ¢ 

Mr. Smrru. Either ship or submarine. That is a sea-based launch 
ing platform. 

Mr. Suerrarp. Thank you very much, gentlemen. 


WepNeEspDAY, Fepruary 29, 1956. 
GENERAL STATEMENT OF Derpury COMPTROLLER 


Mr. Suerrarp. We have before us this morning Rear Adm. Snmuth, 
Deputy Comptroller. 

Admiral, do you wish to make a presentation ? 

Admiral Smiru. Yes, sir; I do. 

Mr. Sueprparp. You may proceed. 

Admiral Samira. Mr. Chairman and members of the committee: 
During the last few weeks, you have heard many senior officials from 
the Dep: tment of Defense who have presented the basic military and 
budget policies which have been considered in formulating the budget 
requests for fiscal year 1957. I shall summarize the budget request 
for the Department of the Navy. 


NEW OBLIGATIONAL AUTHORITY 


I would like to insert table A in the record to show the request for 
new obligational authority amounting to $9,982,000 for fiscal year 
1957, by appropriation, with comparative data for fiscal years 1955 


and 1956. . 
(The matter above referred to is as follows:) 
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Taste A.—Comparison of new obligational authority—By appropriation é 
excluding military construction, fiscal years 1955, 1956, and 195? 
{In thousand dollar 

: Fiscal lv Preside bu 

7 Fiseal vear | cal year On cor 

j Appropriation title 1986 ietual | 1956 actual parable lrat . 

} basis to ry 

} fiscal yea s 

5 1956 

q 
Military personnel, Navy $2, 417, OO $2, 486), 111 $2, 469, 400 $2, 460, 41K 
Reserve personnel, Navy 78, 100 91,811 15, ( ’ 
Navy personnel, general expense 75, 030 83, OU 84, 846 $1, 26 s 
Military personnel, Marine Corps 612, 181] 650, 244 647 ( 64 (M 
Reserve personnel, Marine Corps 16, 750 20, 606 265, SOL 26, SOL 
Marine Corps troops and facilities 167, 995 181, 605 176, 979 | ) 175, 82 
Marine Corps procurement 129, 974 200, 190 178, 28 1F 179.0) 
Aircraft and facilities, Navy 780, 895 SOY, 632 844, 920 31, 529 813, 406 
Aircraft and related procurement, Navy 1, 973, 568 Y11, 708 1, 697. 48¢ 4). 414 1. 737. 4K 
ships and facilities, Navy 818, 681 (79, GES 788, 302 8, 262 TRO, O44 
Shipbuilding and conversion, Navy 1,042, 400 1, 396, 781 1,414, 808 +14 192 1, 420, O06 
Construction of ships, Navy 57, 600 8 572 
Ordnance and facilities, Navy 157, 436 182, S8Y 171, 1, SOG I ( 
Procure ent of ordnance and ammuni- 

tion, Navy 236, 328 304, G88 OSS 1, OOO 

Medical care, Navy 63, 600 62, 495 9, 202 2, 138 ( 
Civil engineering, Navy 104, 204 120, 070 126, 357 +3, 743 130. 10 
Military construction, Nuval Reserve 

Forces 15,000 28 OG] 17. 000 17. Om 
Research and development, Navy 410,875 131, 933 477. 000 { Oct 
Servicewide Supply and Finance, Navy 340, 300 295, 600 QRS, 457 11 2¢ wy TH 
Servicewide Operations, Navy 104, 570 94, 320 102, Lhe sy) 02, 508 
Naval petroleum reserves 3, 575 2, 851 1,212 1, 212 

Total Y, 678, S24 , 147, 347 9, 971, 943 +10, 057 , YS2, OM 

1 Reflects transfers in the estimates appl ‘able to the accounts of other agencic 
. ‘ a _ : . aaa 
Admiral Smiru. This total does not include funds for military con 
. r . . . . * 

struction. The funds for this requirement were included in the De 

partment of Defense total shown in the budget document as “Proposed 

for later transmission” and have since been officially requested as a 
proposed supplemental. 

It will be noted that there are no changes in the fiscal year 1957 
budget structure from that approved by the Congress for fiscal year 
1956. 

CARRYOVER OR UNEXPENDED BALANCES 
I would like to insert table B in the record at this point. 
(The matter above referred to is as follows:) 
TABLE B.—Amounts available for expenditure and expenditures—Includes military 
construction, fiscal years 1951-57 
lIn billion dollar 
Item 1951 1952 | 1953 | 1954 | 1955 | 1956 | 1957 
Unexpended balance, July 1 3.6 | 10.4 | 16.2 | 16.6 | 14.3 | 13.4 27 
Plus congressional appropriations 12.4 | 16.1 | 12.7 95 | 10.3 QF 10.2 
Congressional transfers and rescissions t.1 1 1 ] 
; Equals total available 16.1 | 26.5 | 28.8 | 26.0 | 24.3 | 22.4 2.8 
{ Li 
; Expenditures (fiscal years 1951, 1952, 1953, 1954, 1955 
actual; fiscal years 1956 and 1957 estimated) 5.6 | 10.2 | 11.9 | 11.3 9.7 9.4 9. ¢ 
4 Lapsed funds (fiscal years 1951, 1952, 1953, 1954, 1955 
actual; fiscal years 1956 and 1957 estimnated) on <a .3 4 1.2 } 
Equals unexpended balance June 30 ; : 10.4 | 16.2 | 16.6 | 14.3 | 13.4 | 12.7 13.1 
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Admiral Smiru. This table contains a summation of the unexpended 
balances brought forward and the new funds available for expenditure 
for the fiscal years 1951 through 1957, including funds for military 
construction. 

Table B shows that the fiscal year 1957 budget contemplates an 
unexpended balance of $13.1 billion carried into fiscal year 1958. ‘This 
projected balance is made up of 3 major segments that should be 
considered mene ately: first, about $1 billion is required for w orking 

capital of the Navy and Marine Corps Stock Funds and the Navy 
Industrial Management Funds; second, $1.3 billion in annual appro- 
priations which is a railable only for payment of obligations incurred 
in prior years; and, third, $10.8 billion in the long-range procurement 
and construction accounts for the fulfillment of | ‘approved programs 
for aircraft, shipbuilding, guided missiles, ammunition, radar, com- 
bat vehicles, weapons, military public works and similar programs. 
This latter figure includes $3.6 billion in unobligated funds that are 
planned for obligation i in future years. 


UNOBLIGATED BALANCES 
I wish to insert Table C to show the estimated obligational avail- 


ability and unobligated carryover. 
(The matter above referred to is as follows: ) 


TasBLE C.—Estimated obligations and obligational availability of current 
appropriations (excluding working, revolving, and special funds and 
general appropriations and authorizations), fiscal years 1955-57 


general 
exptred 


[In thousand dollars] 








| All other sent Sp 
Total appropri- Military con- 
| ations struction 
peeeene —_—— -- see ~ -_— — —————_——_ | —_ — | ——__ 
| } 
FISCAL YEAR 1955, ACTUAL 
| 
Unobligated balance July 1, 1954 See | $4,367,280 | $4, 084, 559 $282, 721 








Plus: 

Congressional appropriations. | 9, 776, 824 9, 678, 824 98, 000 
Congressional transfers —29, 513 | —29, 513 ce 
Reimbursements, other | 266, 145 | 265,175 | 970 
Military assistance fund reservations: | 

Current year | 89, 134 | 89, 134 

Future year anticipated 241, 125 | 241, 125 
Recovery of prior year obligations 513, 763 513, 763 

Equals total available for obligation- | iN, 224, 758 14, 843, 067 381, 691 


Deduct obligations incurred - - 


10, o0f, 469 


| 10, 083, 541. 


220, 928 




















Direct appropriations 9, 917, 848 9, 697, 890 219, 958 
Reimbursements 297, 487 | 296, 517 | 970 
Military assistance fund reservations 89, 134 | 8Y, 134 
Equals unobligated balance June 30, 1955 4, 920, 289 | 4,759,526 | “160, 763 
Expired as of June 30, 1955: | a 
Direct appropriations 187, 264 | 187, 264 |__--.- 
Reimbursements —30, 067 | vag, i ee an 
Subtotal_-- 157, 197 157, 197 
Available in fiscal year 1956: 
Direct appropriations 4, 523, 243 4, 362, 479 160, 763 
Reimbursements —1, 276 EE kt cokiagacece 
a a ee) ees 4, 521, 967 4, 361, 204 160, 763 
Military fund assist: ance reservations available in fiscal year 
Pika acocdeokvinedenwcadas 241, 125 











241, 125 
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: ‘TABLE C.—Estimated obligations and obligational availability of current general 
appropriations (excluding working, revolving, and special funds and expired 

i general appropriations and authorizations), fiscal years 1955-57—Continued 


© g0% 


| 


All other Military con 


Potal na fk nil struction 
ations 
FISCAL YEAR 1956, ESTIMATED 
Unobligated balance July 1, 1955: 
Direct — - $4, 523, 243 $4, 362, 479 $160, 763 
Reimbursements. - - i . = r —1, 276 | —1, 276 
Subtotal wae vee ‘ 4, 521, 967 4, 361, 204 160, 763 
Military fund reservations 241, 125 241, 125 
Plus 
Congressional appropriations = ; f 9, 532, 808 9, 090, 180 442, 628 
Congressional transfers and rescissions +79, 079 +79, 079 
Reimbursements, other ; 370, 538 370, 538 
Military assistance fund reservations: Future year antici- 
pated 31, 700 31, 700 
Recovery of prior year obligations ; 119, 470 119, 470 
Equals total available for obligation. — - 14, 896, 687 14, 293, 295 603, 391 
Deduct obligations incurred b 10, 825, 651 10, 425, 651 | 400, 000 
Direct appropriations 2 10, 394, 711 9, 994, 711 400, 000 
Reimbursements 356, 140 356, 140 
Military assistance fund reservations 74, 800 | 74, 800 
Equals unobligated balance June 30, 1956 4, 071, 036 3, 867, 644 203, 392 
Expired as of June 30, 1956 
Direct appropriations 111, 337 111, 337 | 
Reimbursements —12, 131 —12, 131 
Subtotal 99, 206 99, 206 | 
Available in fiscal vear 1957: | 


Direct appropriations 
Reimbursements 


3, 545, 159 203, 392 


54 





3, 570, 413 





Subtotal 
Military fund assistance reservations available in fiscal year | | 
1957 ‘ 198, 025 198, 025 


203, 392 


FISCAL YEAR 1957--ESTIMATED 


Unobligated balance July 1, 1956: 





Direct 3, 748, 551 3, 545, 159 203, 392 
Reimbursements ed 25, 254 25, 254 
Subtotal 3, 773, 805 | 3, 570, 413 | 203, 392 
Military Fund Reservations ss 198, 025 | 198, 025 |- betiiaiag 
Plus: | 
Congressional appropriations = 10, 147, 000 9, 982,000 | 165, 000 
Congressional transfers and rescissions gee +193, 864 —41, 136 | +-235, 000 
Reimbursements, other. oF : 258, 037 258, 037 |-- 
| 
Equals total available for obligation 14, 570, 731 13, 967, 339 | 603, 392 
Deduct obligations incurred ‘ 1 octeda 10, 791, 239 10, 391, 239 | 400, 000 
Direct appropriations pd alas oe 10, 528, 100 10, 128, 100 400, 000 
Reimbursements ; : 202, 474 202, 474 
Military Assistance Fund Reservations 60, 665 60, 665 
Equals unobligated balance June 30, 1947 3, 779, 492 3, 576, 100 | 203, 392 
Expired as of 30 June, 1957 
Direct appropriations ; ad ee ee 5, 586 5, 586 
Reimbursements ; co 200 | 200 
Subtotal - tian eas | 5, 786 5, 786 
Available in fiscal year 1958: 
Direct appropriations. - » 3, 555, 729 3, 352, 338 203, 392 
Reimbursements erase asa ea ot 80, 617 80, 617 
Subtotal P Sia ae, fle ae ee 3, 432, 954 203, 392 
Military assistance reservations available in fiscal year 1958_ __| 137, 360 137, 360 


Note.—All amounts are rounded and may not add to totals. The column ‘‘Military construction” in- 
} cludes the apprepriation titles ‘Military construction, Navy’ and ‘Construction water-supply facilities, 
; San Diego, Calif., Navy.” 
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Admiral Smrru. The Navy estimates that $3.6 billion in current 
general accounts will be carried over and available for obligation in 
fiseal year 1958. This $3.6 billion is about $1 billion less ‘than the 
amounts carried forward into fiscal year 1956, and slightly under the 
amount carried forward into fiscal year 1957. 

It will be recognized that the unobligated balances are signific antly 
higher than the amounts contemplated at this time last year. This 
increase has been brought about, to a large extent, by the application 
of the provisions of section 1311 of Public Law 663. This law con- 
tained specific definitions of legal obligations that were far more 
restrictive than the criteria in effect prior to the enactment and imple- 
mentation of this section of law. An example of this change is the 
provision that orders for — spare parts that were formerly 
obligated on the basis of a percentage of the contract price of the 
aircraft must now be treated as commitments until specific pricelists 
are available in line-item detail. These commitment amounts are now 
included in the unobligated balance and serve to make it much larger 
than it was in the past few years. 

The fact that such amounts are now labeled as commitments does not 
in any way affect the need for complete financing of our major procure- 
ment programs at the time they are authorized. As was pointed out 
last year, the Department of the Navy fully concurs in the efficiency 
and advantages inherent in this method of funding, but at the same 
time realizes that the existence of such unobligated balances may be 
very misleading. On the surface, it may appear that these amounts 
are unneeded at any point in time that they appear in a budget pre- 
sentation as unobligated. It must be understood that a fully ‘author- 
ized program should not be obligated in accordance with any arbitrary 
time schedule, but that obligations must be carefully timed to assure 
the maximum return for each dollar obligated. The imposition of an 
artificial time element in this process nullifies the fiscal control that 
is provided by a no-year appropriation as opposed to annual funding 
in these areas. 








RETURNS TO THE TREASURY GENERATED BY THE NAVY 





I would like to insert table D in the record at this point. 
(The matter above referred to is as follows :) 
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Admiral Sarru. This statement summarizes the activities of the 
Navy that result in the deposit of funds into the Treasury under 
“Miscellaneous receipts.” The total generated oe these activities 
is expected to be about $90 million in “fiscal year 1957. There was a 
postwar peak of $245 million in 1948, caused by an volume of refunds 
from wartime contracts and sales of equipment. 

The largest items in the current estimate are $25 million from rents 
of housing, equipment, docks, and other facilities, and $30 million in 
net proceeds from the sale of surplus property. The other major 
items are about $15 million for the sale of crude oi] and other petroleum 
products from the Navy petroleum reserve; $8 million in repayments 
to lapsed appropriations that have been transferred to the Treasury 
and are no longer in the Navy accounts; and $4 million in funds 
received from renegotiated contracts. 

These receipts are deposited in the accounts of the Treasury in the 
same manner as tax receipts, and serve as an offset to the amounts 
of withdrawals that are required to operate Government activities. 
They do not serve as offsets to the new obligational authority re- 
quested for fiscal year 1957. 


ADDITIONAL SUMMARY TABLES 


There are two other navywide tabular presentations that have been 
of interest to the committee in past years. I would like to insert the 
following tables in the record at this point: 

Table E: Estimated U nobligated Balances, by Appropriation Title, 
Fiscal Years 1956 and = 7, and 

Table F: Average Civilian Employment, Appropriation Basis, 
Graded and U ae Navy and Marine Corps. 

(The matter above referred to is as follows:) 


TaBLE E.—Estimated unobligated balances by appropriation title including military 
construction, fiscal years 1956 and 1957 











Appropriation title June 30, 1956 June 30, 1957 


DIRECT (GENERAL) ACCOUNTS 


Marine Corps procurement $194, 308, 230 $160, 308, 230 
Aircraft and related procurement, Navy- 2, 184, 447, 206 1, 954, 500, 206 
Construction of ships, Navy | 37, 229, 941 (4) 
Shipbuilding and conversion, Navy | 1,020, 781, 390 1, 125, 991, 390 
Ordnance for new construction, Navy . | 27, 783, 906 (1) 
Procurement of ordnance and ammunition, Navy | 45, 328, 438 64, 328, 438 
Military construction, Naval Reserve Forces | 28, 758, 123 20, 758, 123 
Rese arch and development, Navy_---- 30, 067, 645 37, 067, 645 
Naval emergency fund ae sacs dl choke pasa ie OO eT OEE Biogas so aaee cae 
Subtotal__- : 3, 570, 412, 486 3, 432, 2 4, 122 
Military construction, Navy 201, 509, 110 201, 509, 110 
Construction water supply facilities, Navy 1, 882, 616 1' 882 616 
Total direct (general) accounts 3. 773, 804, 212 | 3, 636, 345, 848 
SPECIAL FUND ACCOUNTS 
Ships’ stores profits, Navy..............-- ns i cee 2, 038, 788 | 2, 038, 788 


! Expires for obligation as of June 30, 1957. 
? Recission in fiscal year 1957 proposed. 
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# Ee 
: So 
: 
i Analysis of table E.— Estimated unobligated balances by appropriation title (showing 
uncommitied balances) including military construction, fiscal years 1956 and 195 
[In millions of dollars} 
June 30, 1956 June 30, 1957 
; Be oo eee | . 
: Appropriation title Estimated|*Stimated| Estimated) Stimated 
3 commniit- mitted Total | commut- mitt { otal 
ments balance | ments | balance 
oii “i sae a a 
DIRECT (GENERAL) ACCOUNTS 
Marine Corps procurement ‘ $130 $64 | $194 $100 $60 $160 
Aircraft and related procurement, Navy 1, 000 1, 184 2, 184 650 1, 305 1, 955 
Construction of ships, Navy 7 30 37 | ead 
Shipbuilding and conversion, Navy 311 710 | 1,021 | 330 866 1, 196 
Ordnance for new construction, Nav y 28 28 
Procurement of ordnance and ammuntion, | | 
Navy ar wet ate oe : 40 | 5 | 45 | 64 0 4 
Military construction, Naval Reserve | 
Forces cectedes 10 19 29 | 10 ll 21 
Research and development, Navy 30 30 37 0 di 
Naval emergency fund . : | 2 | 2 | 
Ne ee he ; 1, 528 | 2,042 | 3,570 } 1, 191 2, 242 3, 433 
Military construction, Navy 100 | 102 202 100 102 202 
Construction water supply facilities, | | 
Navy... Seow deed ame | ‘ | 2 | 2 2 
Total, direct (general) accounts | 1, 628 | 2146 | 3774 1, 291 | 2, 344 3, 637 
| 
SPECIAL FUND ACCOUNTS | 
Ships’ stores profits, Navy Se 2 | 2 | 2 2 2 





Note: All entries are rounded and may not add to totals. 
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TABLE F.—Abverage cinilian employment appropriation basis, graded and ungraded, 
Navy and Marine Corps, fiscal years 1955, 1956, and 1957 








Fiscal year 1955 | Fiscal year 1956 | Fiscal year 1957 
Appropriation or fund ae) ae. a 7. ae . 
Man- | i Man- : an- | 
years Amount years Amount years | Amount 
: : eld te PIE patton 
Grand total_-_-_- 405, O87 $1, 768, 992, 447/402, 891'$1, 824, 056, 896 383, 436, iS1, 736, 180, 651 
Graded. ..._.. 142,092) 632, 285, 967 142, 875 679, 401, 291 141, 379| 669, 220, 565 
Ungraded_-_- 262,995 1, 136, 706, 480/260, 016! 1, 144, 655, 605/242, 057 1, 066, 960, 086 
Navy personnel, general expenses 9, 334 38, 759,107, 9, 164 40, 312, 267} 8,823 39, 242, 968 
Graded 5, 466 22, 548, 243) 5, 381 23, 742, 063 5, 262) 23, 355, 968 { 
Ungraded_-- 3 3, S68 16, 210, 864) 3, 783 16, 570, 204 3, 561) 15 , 887, 000 ; 
Marine Corps procurement, ungraded . 31, 528 8) 32, 000 | 2.000 
Marine Corps troops and facilities 14, 844 56, 554,176, 15, 837 62, , 602, 405 16, 6, 364| 64, 87 79, 526 
Graded 5, 012 19, 371,946) 5,685 23, 620, 679| 6, 119| ;. 175, § 048 
Ungraded ; 9, 832 37, 182 


82,230) 10, 152 38, 981, 726 10, 245) 38, 703, 578 


| a aoaeoe ———| — 


| 














Aircraft and related procurement, 

Navy- 3, 913 19,195,462) 2,924 16,210,000) 2,816 15, 718, 000 
Graded 2, 709 14,010, 725, 2,7 793) 15, 626, 130; 2, 707) 15, 230, 035 
Ungraded _-.- 1, 204) 5, 184, 767 131| 583, 870 112 “487, 965 

Aircraft and facilities, Navy 63, 572 272, 811, 919 69, 9331 307, 340, 220 68, 165) 300, 984, 000 
Graded 15, 497 65, 658, 674) 16, 645 74, 516, 701 16, 340| 73, O15, 865 
Ungraded--. : 48, 075 207, 153, 245) 53, 288) 232, 823, 519) 51, 825 297. 968, 135 

Shipbuilding and conversion, Navy-- 5, 750 28,963,198) 4, 88 1| 26, 133,200) 4, 888) 26, 238, 300 
Graded 3, 653! 19, 020, 714} 3, 720) 20, 061, 400| 3, 747 20, 227, 600 
Ungraded --- , 2, 097) 9,942,484) 1,152 6, 071, 800! 141 6, 010, 700 

Ships and facilities, Navy- 15, 698} 64, 684, 876) 10, 181) 43, 502, 675) 10, 206 40, 708, 200 
Graded 7,15 56 33, 912, 006) 5, 789 29, 559, 450 6, 685 31, 575, 600 
Ungraded_..- 8, 542! 30, 772, 870 4, 3 2} 13, 943,225) 3, 521 9, 132, 600 

— = = = = — 

Construction of ships, Navy -. 676 3, 407, 481 479) 2, 574, 000! 400) 2, 134, 200 
Graded 461 2, 391, 417| “383! 2, 146, 700| 306 “z 716, 300 
Ungraded : . 215) 1, 016, 064) 96 431, 300] 94) 417, 900 

Procurement of ordnance and ammuni- | 

tion, Navy ‘i i 8, 782 36, 283,018! 7, 586 _ 32, 635 » 000) 5, 531 23,1 R88, 000 
Graded _. 1, 651] 7, 733,040) 1,627 8, 322, 000| 1, 365 392, 000 
Ungraded __-_- 7, 131) 28, 549,978) 5, 959) 24. 313,000) 4, 166) 17 496, 000 

: —| —— = | 

Ordnance and facilities, Navy __- 20, 127 83, 357, 257| 18,373] 78, 031, 009) 16,188} 69, 495, 019 

centages a ocgaan ieee eed eneitoced oe 

Graded 3, 623 15, 795,000) 3, 357 17, 430, 500) 3, 162! 16, 580, 000 
Ungraded __-_-- r ‘ 16, 504 67, 562, 257! 15, 016} 60, 600, 509) 13, 024 §2, 915, 019 
Ordnance for new construction, Navy 216) 908, 000 153 659, 000) o 647, 000 
- —= aida — teste iaiais iendiatinadllcamaaameniii cinatisiainitiiectindnmniiniaas 

SRN  calenanacce ¥ 73 336, 000 52) 959, O00 51 254, 000 
Ungraded..-- 143 572, 000 101 400, 000) _ 9) 393, 000 

Medical care, Navy--- .| 8,812 32, 163, 136) 8, 551) 32, 892, 742 8 041 ~ 31, 087, 000 
Graded _. . ‘ 3, 332 12, 474, 730 3, 310) 13, 346, 334) 3, 076 12, 676, 607 
Ungraded_....____- ___-| 5,480| 19,688,406! 5,241] 19, 546, 408| 4, 965) | 18, 410, 393 

Civil engineering, Navy : -| 18, 792 78, 221, 453) 18, 552) 79, 210, 705) 18, 417 77, 542, 705 

traded : 5,956! 20,073,778} 5,932] 31,057,420 5,950| 31, 132, 398 
{ ngraded._-_-..--- 12, 836 49, 147, 675) 12, 620! _ 48, 153, 276; 12, 467] 46, 410, 307 

Military construction, Navy- 2, 631 11, 345, 469) 2, 661 13, 925, 401) 4 203) 12, 682, 162 
Graded. -| 1,574 8, 453,121) 1,980 12, 063 3, 547 i, a 12, 059, 700 
Ungraded _-_.- ; 1, 057 2, 892, 348 a, & 861. 854 316) 622, 462 

Military construction, Naval Reserve coy e aa, 

forces, graded__.....-.- ; 44 231, 587 87 435, 000 79} 399, 000 

t 
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1 
' TaBie F.— Average civilian employment appropriation basis, graded and ungraded, 
4 Navy and Marine Corps, fis scal years 1955, 1956, and 1957—-Continued 
q | 
J | Fiscal year 1955 | Fiscal year 1956 | Fiscal year 1957 
4 a altace 
; Appropriation or fund 
Man- | Man- Man- : 
: | years Amount | years Amount | years | Amount 
¥ | | | | j 
; —_—— — - _— ee | —E — - — 
' Research and development, Navy-- 22, 864 $109, 511, 356 23, 431| $118, 338, 521) 22,677) $114, 397, 663 
: 0 a ae eee = 12, 699 64, 399, 97] 12 989 69, 834, 082) 12, 459 66, 887, 738 
: Ungraded.......____- eo 10, 165 45, 111, 385) 10, 442 48, 504, 439) 10, 218 47, 509, 925 
Servicewide supply and finance, Navy.| 48, 579 190, 640, “502 46, 483 189, 587, 990) 44, O85 179, 956, 363 
Cerne 2 Os oe oe 28,872| 111, 243,816! 27,751| 113, 806,851 27,740| 113, 770, 480 
Ungraded...___- j Perry ..| 19, 707 79, 396, 686) 18, 732 75, 781, 139) 16, 345 66, 185, 883 
Servicewide operations, Navy _..| 11, 661 53, 396, 552) 12, 190 59, 304, 574| 12, 182 59, 495, 050 
Graded. ___.__- ; : 10, 004 47, 696, 691) 10, 502 53, 578, 936) 10, 582) 54, 089, 945 
Ungraded ___- ; . 1, 657 5, 699, 861 5 5, 725, 638} 1, 600 5, 405, 105 
Naval petroleum reserves 14 88, 959 2 72, 600 13 77, 500 
Graded 35 3 12 74, 743 12 72, 600 13 77, 500 
Ungraded... 2 14, 216 


Preparation for sale or salvage of mili- | 


tary property, Navy 1, 530 5, 759,997) 1, 451 5, 586,043; 1, 220 4, 732, 681 
Graded oat 670 2, 531, 002 636 2, 458, 776 536 2, 088, 857 
Ungraded 4 : : : 860 3, 228, 995 815 3, 127, 267 684 2, 643, 824 

Laundry service, Naval Academy_.---| 139 386, 109 140 421, 187 134 415, 200 
Graded , 5 20, 604 5 20, 870 5 24, 595 
Ungraded 134 365, 505 135 400, 317 129 390, 605 

Naval working fund_. 1, 383 5, 445, 089 819 3, 163, 246 740 2, 751, 913 
Graded a 133 668, 740 82 392, 224 71 327, 700 
Ungraded... _- cee 1, 250 4, 776, 349 737 2, 771, 022 669 2, 424, 213 

Navy industrial fund . ...|139, 360 649, 195, 880 142, 701 682, 093, 884,134,017; 640, 758, 261 
i ae pes 27, 589 128, 368, 390 28, = 139, 315,055) 27, 541 135, 370, 623 
Ungraded : a ae 111, 771 520, 827, 490 14, 42: 542, 778, 829 106, 476 505, 387, 638 

= ——_————— —> — — _ i 

Navy management fund__.- — 5, 941 26, 311, 203; 5, 921 27,790, 500-5, 663 26, 865, 470 
Graded. ane is 5, 865 26, 145, 454! 5, 834 27, 609, 764| 5,57 26, 683, 106 
Ungraded...-_.---- s ’ 76 165, 749 87 180, 736 89 182, 364 

Navy stock fund.....__- Foe nee 417 1, 339, 103 373 1, 202, 727 333 1, 052, 470 
Graded _....-- ; = one 36 125, 575 36 125, 200 32 109, 000 
Ungraded_._._..__.. ite tL 381 1, 213, 528 337 1, 077, 527 301 943, 470 


Admiral Smirn. The witnesses who follow me will explain in de 
tail the programs which justify the funds required. I will be avail 
able throughout the hearings to assist you in every way possible in 
your review of our budget. 

Mr. Surrrarp. Thank you very much, Admiral, for your statement. 
We will pick up the specific details involved in the subject matter 
you have referred to and reflected in the tabular matter ay have 
presented when we come to the detailed aspects of the bill. I do not 
think it is necessary to go into it at this time, because it will be more 
consistent to have it in the record at the proper place. 
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COMMITMENTS OF FUNDS 


On pages 2 and 3 of your statement, you refer to the changes in 
your obligation procedures as a result of section 1311 of Public Law 
463. Of the amount you list as unobligated, $3.6 billion, how much 
of that would you say is “uncommitted” at the present time ? 

Admiral Smiru. Mr. Chairman, our present status, of course, does 
does not bear any resemblance to these figures, because of these being 
end-year figures. 

Mr. Suerparp. I grant that. 

Admiral Smrru. At the end of December 1955, we had $4.8 billion 
in obligations; outstanding commitments of $2.6 billion and $1.6 bil- 
lion uncommitted but programed. The above figures relate to the 
amount apportioned on December 31 of $9 billion. 

Mr. Sueprrarp. The reason for my inquiring into that aspect is in 
order, to avoid misapprehension or misconstruction as to the pro- 
cedure we are presently following; because while you have carried an 
uncommitted aspect in your funds as against an unobligated balance, 
leaving on hand, and so forth, you are transferring into another 
category the actual obligation of money that still definitely prevails; 
are you not ¢ 

\dmiral Smirxu. That is correct. 

Mr. Sueprrarp. And that should not be misconstrued. In other 
words, we should not misinterpret the situation so far as the require- 
ments pertain ¢ 

Admiral Smiru. That is correct. 


DECREASES IN RENTS 


Mr. Srepprarp. There are two items in table D that I think are 
worthy of a further explanation. A comparison of the estimates for 
rents and sale of Government property for fiscal years 1955 and 1956, 
as set forth in this table, show a sharp difference from those presented 
to the committee last vaer. I would like an explanation for these 
changes. In other words, why are these programed any differently ? 

Admiral Sairu. In rents, you will note that the year 1954 is ab- 
normally large compared to the other years. Our rents normally 
run at a rate of about $2 million a month. Nevertheless, in 1954, we 
actually brought ourselves up to date. We collected that year from 
moneys that had been received but delayed in their transmission to the 
Treasury in excess of $7 million in rent for housing. We are now 
current annually and I think our rate will continue to show about 
S2 million a month. 


INCREASE IN SALE OF GOVERNMENT PROPERTY 


Mr. Suepparp. With reference to the sale of Government property, 
you have an estimate there for fiscal year 1956 of $4,945,000 and in 
the 1957 budget $25,149,080. 

Admiral Smrru. This considerable increase has been the result of 
the Operation Clean Sweep which was assisted by action of Congress 
in making it possible for us to use proceeds from the sale of scrap 
and salvage in the further processing and disposition of any scrap, 
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salvage, and surplus. Operation Clean Sweep has had a more effective 
result than we had anticipated. 

Mr. Suerrarp. How much of this reflected $25 million would have 
its origin from the disposition of properties, if any? In other words, 
what I am trying to do is to pick up the definition of the $25 million 
reflected in the 1957 budget and have it expressed as far as we can 
in the record as to its origin. It cannot all be scrap. 

Admiral Smiru. No, sir. That is almost entirely the net proceeds 
from surplus property and that amounts to about $28 million of our 
estimate for 1956 and 1957. And the remainder of it is in the net 
proceeds from surplus property in various areas—sale of scrap and 
salvage of surplus materials; sale of equipment; proceeds from the 
sale of Government property not otherwise classified. 

Mr. Surrrarp. Do you have a breakdown immediately available 
reflecting the categories that were disposed of ? 

Admiral Smiru. I have not, sir. I can provide that for the record. 

(The information referred to is shown below :) 


Estimated classification of Navy miscellaneous receipts from sale of Government 
property, fiscal year 1955 


Category | Type of material Proceed 
B | Materials-handling equipment and forms $736, 000 
C |} Major construction and civil engineering equipment 6, 839, O8O 
E | Photographic material 67. 000 
I Major electronic equipment | 308. 000 
H | Ships repair parts 413. 000 
J | Major ordnance equipment and explosives 1, 122, 000 
kK | Training aids and library books 43, 000 
P | Submarine repair parts 36, 000 
K Aeronautical material 5. 469, 000 
S Major shipboard machinery equipment and components 3.118. 000 
| Special training devices and repair parts ©0. 000 
| Major aeronautical equipment 409, OOO 
| Sale of surplus contractor inventory ,, 569, 000 
Total 25. 149, O80 


REAL ESTATE HOLDINGS 


Mr. Suepparp. I think it might be advisable at this time to have it 
in the record, so that when persons read the record they can see ata 
glance that in the “clean sweep” operation the Navy is endeavoring to 
divest itself of any and all materials, buil ln and appurtenances 
thereto. 

Admiral Smirn. Yes, sir. 

Ir. SHEPPARD. We have a committee in the House at this time, as 
you undoubtedly know and I presume have appeared before, that is 
rang a rather extensive investigation into the amount of Jand, and 

» forth, that the Navy has, under the head of taking property or 
moving property from the tax rolls of the counties, school boards, 
miu nicipalities, States, and so forth. I would like to have you or 
whoever can at the moment tell me briefly just what the Navy is doing 
in the way of a continuity of surveying its holdings for the purpose 
of divesting itself of what might be termed as surplus property hold- 
ings, 

Can you give us any information on that ? 
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Admiral Smirxu. I would like to provide a statement on that for 
the record. I have not the material available. 

Mr. Suepparp. I would respectfully suggest that you have the 
proper source supply the information in as much detail as you can. 

Admiral Smirn. Yes, sir. 

Mr. SuerparD. Undoubtedly when this bill is presented on the floor 
that is going to be a topic very forcibly discussed and I would like to 
have the Nav y’s method on that, expressing its attitude and showing 
the accomplishments i in the field available for the record, so if a de- 
fense is necessary of the operation, we will be ready to provide that 
defense. Will you do that for us‘ 

Admiral Smirn. Yes, sir. 

(The information is as follows :) 


DISPOSAL OF REAL PROPERTY 


In order to assure the retention of only essential real property, the Department 
of the Navy has had a vigorous policy since 1946 for the disposal of excess and 
surplus real property in accordance with established criteria. On September 22, 
1955, the Navy implemented the latest Department of Defense policy through the 
setting up of a reporting system for the continuing review and evaluation of real 
property to determine what will be retained and what will be reported excess. 
Initial evaluations to determine whether or not to retain individual inactive non- 
industrial activities were due by February 1956, and reports for all other activi- 
ties are to be completed by August 1956. Quarterly progress reports showing 
the evaluations completed during each 3-month period are being submitted to 
the Assistant Secretary of the Navy (Material) and to the Chief of Naval Opera- 
tions. These management controls permit the Navy to determine that only 
such real property as meets Department of Defense criteria is retained. The 
acreage and dollar value of Navy real property disposed of annually since calen- 
dar year 1950 is shown in the following table. Property disposed of is classified 
as transferred to other Government agencies for their use or declared excess 
and transferred to General Services Administration for disposal. 


Transferred to other Declared excess 





agencies 
Calendar year a ee ae as pe eed _ 
| Acreage Value | Acreage Value 

Diapering Sa recaeten acimanal 31, 481 | $85, 486, 006 | 13,915 | $46, 984, 512 
Di area dash aadierdids indo cnhsarminm woteioet ubaiainl 118, 644 8, 982, 687 | 1, 761 13, 9OR, 140 
___ SEE hele eames | 3,278 | 43,801,677 | 445 | 8, 009, 285 
a lg oe i enhicetniniebe tc at cinta | 485 | 71,070 | 2,482 | 4348) 275 
ne oe Re NR 3, 924 18, 963, 493 1, 725 2, 895, 712 
SES Ae eee eae eee se aoe | 2, 842 13, 664, 579 | 1, 643 | 1, 214, 647 

ci lh a a oe Ded aos a 2, 308 D 


2, 500 5, 859 | 16, 518, 453 


1 Excludes 157,472.75 acres of public domain lands transferred under Public Land Order 318 for which no 
value is recorded. 

Mr. Suepparp. There is, of course. considerable information in- 
volved in the tables you have supplied the committee, but that infor- 
mation will be brought out when we go into the details of the bill, so I 

can see no reason for havi ing it dev eloped on the record at this point. 
I have no further questions at this time. 


UNOBLIGATED BALANCES 


Mr. WiccieswortH. Admiral, in table A which you have submitted, 
you show the new obligational authority in fiscal 1957, on a comparable 
basis with fiscal 1956, as $9,971,943,000, as compared with $9,147,347,000 
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in fiscal 1956. But if I understand this table, you must add to the 1957 
figure a further item of $10,057,000 if we are talking in terms of the 
amount available for the2 years. Is that correct ? 

Admiral Smirn. Yes. sir. 

Mr. WiccLEswortu. In other words, the amount available is $9,982 
million in fiscal 1957; is that right ? 

Admiral Smrrx. That is correct, sir. 

Mr. WiceLeswortH. Which is approximately $760 million more in 
1957 than in 1956? 

Admiral Smirn. That is correct, sir. 

Mr. WiceLeswortH. On table 2, under the heading “Fiscal year 
1957” you show an unexpended balance as of June 30 of $13.1 billion. 
That means if I understand right, that the sum of $13.1 billion will be 
‘arried over into fiscal 1958 unexpended ? 

Admiral Smiru. That is correct, sir. 

Mr. WiceLEswortH. Now if I read table C correctly, it means that 
out of that $13.1 billion $3.6 billion or thereabouts will be unobligated ? 

Admiral Smirn. That is correct, sir. 

Mr. WiceLeswortH. And you state in your opening statement : 

It will be recognized that the unobligated balances are significantly higher than 
the amounts contemplated at this time last year. 

What was the figure contemplated last year ? 

Admiral Smrrn. As shown in the 1956 budget document we contem- 
plated a carryover of an unobligated balance of $2.1 billion. 

Mr. WicGLeswortH. You contemplated for 1956 $2.1 billion ? 

Admiral Smrru. That is correct, sir. 

Mr. WiceLeswortH. And the figure now, taking into account the new 
definition of obligations is estimated at what—$3.6 billion ? 

Admiral Smitru. Carried into 1958 would be $3.6 billion. 

Mr. Wiccieswortu. Is that the figure that should be compared with 
the $2.1 billion ? 

Admiral Smiru. No, sir; the figure that compares with the $2.1 
billion is the figure on the previous page. 

Mr. WigGLeswortH. $3.7 billion ? 

Admiral Smirn. Yes, sir. 

Mr. WicecieswortH. You did not have an estimate for June 30, 
1957, a year ago? 

Admiral Smirn. No, sir. 

Mr. Wiceireswortu. Is the increase of $1.6 billion wholly in what 
you now call commitments, or has there been a change in the overall 
figure in the last 12 months? 

Admiral Smrirn. It is not wholly unobligated in the commitments, 
Mr. Wigglesworth. The action of section 1311 accounts for the major 
portion of it. 

Mr. Wiceieswortru. How much? 

Admiral Smirn. It accounts in one appropriation, in “Aircraft and 
related procurement,” for almost $1 billion. The remainder is divided 
between the effect of its application to the other major procurement 
bureaus and to a certain extent to a rather over optimistic estimate of 
our obligations. 

Mr. WiceteswortH. You mean that a year ago you underestimated 
to some extent the carryover of unobligated funds? 








Admiral Smiru. Yes, sir, we did. We overestimated our obliga- 
tional capacity. 

Mr. WiccLEeswortH. To what extent ? 

Admiral Smirn. Frankly it is difficult to break it up. We have 
tried. On an estimate, I would say about 50 percent of the difference 
is the error made by overoptimism and about 50 percent is due to 
the application of section 1311. 

Mr. WiceteswortH. That is 50 percent of the difference of $1.6 
billion ? 

Admiral Smirn. Fifty percent of the difference remaining after you 
deduct the $1 billion. 

Mr. WicGteswortn. In other words, you take a billion out of the 
$1.6 billion, and that leaves $600 million. 

Admiral Smirn. Yes, sir. 

Mr. WiceieswortH. And you think about 50 percent of the $600 
million would be due to an overestimate of the obligations ? 

Admiral Smirn. That is correct, sir. 

Mr. WicGLeswortuH. So there would be about $300 million in that 
category and the balance would be the result of what—slippage? 

Admiral Sairu. Slippage, the effect of MIPR’s; that is mili- 
tary interdepartmental procurement requests, and in other contractual 
operations; any unobligated balance not under firm contract for 
work which we expected to do. 

Mr. WiccLeswortH. How would that come into the picture? 

Admiral Smirn. The MIPR’s are requests we make to another 
Service for procuring materials for us. That comes into play par- 
ticularly in the Bureau of Ordnance and the Marine Corps. 

Mr. WiccLeswortH. There was some slippage there ? 

Admiral Smirn. Yes, sir. 

Mr. Wiecieswortn. You did not procure as rapidly as you had 
anticipated ? 

Admiral Smirn. That is correct. 

Mr. WiccieswortH. I am not clear what you mean by the statement 
on page 3 where you say : . 

It must be understood that a fully authorized program should not be obligated 


in accordance with any arbitrary time schedule, but that obligations must be 
carefully timed to assure the maximum return for each dollar obligated. 


And then you say: 


The imposition of an artificial time element in this process nullifies the fiscal 
control that is provided by a no-year appropriation as opposed to annual funding 
in these areas. 

I do not understand that last sentence. 

Admiral Smira. What we mean, Mr. Wigglesworth, is that by 
having an opportunity to wait for the appropriate time, principally in 
the area of shipbuilding and aircraft procurement, for the purchase 
of the items of lesser lead time than the principal article, and the pur- 
chase of equipment, we are better able to determine precisely what we 
want and in buying the last articles. We are able to take into account 
any changes that are brought about in the respective procurement pro- 
grams and, therefore, able to better control and manage the funds 
appropriated for the purpose. 

Mr. Wiceieswortu. In table E you give us a statement of unobli- 
gated balances. Will these be justified or broken down in further 
detail for us when the respective bureaus are here ¢ 
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Admiral Surrn. They will be, sir. 

Mr. Wicciesworra. It looks as if your estimated carryover as of 
the end of fiscal 1957 is roughly about $140 million, less than your 
estimate as of June 30, 1956. 

Admiral Smirx. That is correct, sir. 

Mr. Wicevesworrn. Is it your opinion that this figure has been 
pulled down about as far as we can pull it; or are you going to be able 
to reduce it further as time goes by ¢ 

Admiral Smrru. I believe, sir, that by studies now underway in the 
procurement field we should be able to reduce this by better procure- 
ment practices, by more definite knowledge of our purchases, and so 
forth. This should not be regarded as a figure to be expected in future 
years, although we believe this to be the best estimate at the present 
time. 

Mr. Wiccieswortn. There is $3.6 billion in aircraft and related 
procurement and in shipbuilding and conversion. 

Admiral Smirn. Yes, sir. 


CIVILIAN PERSONNFI, 


Mr. WieeireswortnH. I note in table F, if I understand it correctly, 
that civilian personnel in terms of man-years for 1957 is estimated 
at 383,436 as compared with 402,891 in the current year and 405,087 
in fiscal 1955. Do you contemplate that that figure can be further 
reduced ¢ 

Admiral Smiru. No, sir; Ido not, Mr. Wigglesworth. I think this 
is a rockbotton figure. 


EFFECT OF FUNDING REVIEW 


Mr. Suerrarp. With reference to the $300 million to which my 
colleague, Mr. Wigglesworth, is addressing himself, what portion of 
the $300 million in its present status is due to the so-called re-review 
operation that is presently being applied? Your statement was that 
there was some overoptimism “and I am trying to determine the 
difference of approximately a billion dollars between overoptimism 
and the result of the so-called re-review program. 

Admiral Smirn. If I understand correctly, Mr. Sheppard, what 
you mean, the re-review is being able to sweep back into our control 
moneys that we have in the hands of contractors. 

Mr. Sueprparp. And specifically the total of $300 million. 

Admiral Sarru. I would say that none of this specifically refers 
to that, because this has to do with contracts we have made. Any 
moneys that come back to us as a result of redeterminations would 
be used—would then be a nonprogramed amount and either used for 
new programs in the year in which we got the permission to use it, 
or be used in a subsequent year as an offset against new obligational 
authority. 

Mr. Suerparp. Let us take a hypothetical situation here for just 
a moment. Let us assume in the operations of the Bureau of Yards 
and Docks that they estimate that project B, should cost $10 million ; 
but when the project is completed it has only cost $8.5 million, which 
leaves $1.5 million. What happens to that $1.5 million in your 
system of operations ? 
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Admiral Smirn. That amount of money then would be used and 
justified for higher review to the Bureau of the Budget in support 
of a new project, or perhaps to offset increases that may be found 
necessary 1n other projects in the 5 percent overrun we are permitted 
by law. 

Mr. Sueprarp. And that transferability would obviously take 
place under the existing circumstances, or existing law, for transfer 
within the framework of a certain operation. 

Admiral Smiru. That is correct, sir. 

Mr. Wice_eswortu. In other words, in that instance you are doin 
a reappropriation function—the system is; not you individually, o 
course. 

Admiral Smiru. Yes, sir. The moneys used for new projects 
vould be those projects which have been authorized by Congress and 
authorized for funding. 

Mr. Suerrarp. Authorized by Congress, but Congress would not 
have had the details insofar as the appropriation is concerned at the 
point you are applying the funds? 

Admiral Smiru. That is correct. 

Mr. Sueprarp. That is what I do not like. What are you gaining 
by this operation other than having the right to apply funds to new 
projects that have not been financially cleared by the committee? 

Admiral Suir. I did not make myself clear. These funds would 
only be applied to projects that Congress has authorized for funding. 

Mr. Sueprarp. Authorized ? 

Admiral Smrrn. Authorized and approved for funding. We could 
not apply them to a project which was simply authorized. 

Mr. Surrparp. Authorized but not provided for by direct appro- 
priations ¢ 

Admiral Smiru. That is correct. 

Mr. Suerrarp. Then if it has been cleared by appropriations in 
accordance with the justification given for the ‘project, why would 
additional funds be added to it? 

Admiral Smrirn. There are many areas of contingency that require 
occasional use of that 5-percent permissibility, such as subsoil con- 
ditions that require additional expenses for construction. 

Mr. Snepparp. In other words, they would be due to operations 
that had to do with particular planning operations; would it not? 

Admiral Smirn. Yes, sir. 

Mr. Srepparp. And if something that was not determined occurred 
in your original planning program, that is where the funds would be 
applied 2 

Admiral Smirn. That is correct. 

Mr. Srerparp. But for no other purpose. 

Admiral Samirn. Yes, sir. 

Mr. Suerrarp. That is definitely correct; is it not? 

Admiral Snir. Yes, sir. 

Mr. Suerrparp. Of the present uncommitted balance, how much is 
attributable to your operation known as the rereview procedure, 
taking the total into consideration ? 

Admiral Surrn. Again, sir, I would say that does not come into 
play. The rereview procedure, or the moneys which we may get back 
from it, are not taken into account in what we presently indicate as 
the uncommitted balance. 
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Mr. Sueprarp. Into what category does that benefit fall, what 
happens to it? 

What I am trying to do is to assess the value of the so-called re- 
review program. Qn the one hand, it has created some delays. Now 
1 want to know on the other side of the picture what are the benefits 
gained by this procedure. I am trying to estimate that aspect of the 
operation in the rereview category. If I am approaching it wrong, 
correct me and tell me the story. 

Admiral SmirH. Once money has been actually recovered through 
the rereview process, it would then be shown as money unobligated 
and uncommitted; but this is not an estimate, if I understand you 
correctly, of a prospective gain from the review process. 

Mr. Suepparp. I am not asking you to project yourself into what is 
expected; I am merely trying to determine what has been the result 
of the rereview program as exercised up to date, because we have had 
a series of rereviews of this budget. That has been clearly stated. 
Now what are the benefits that come out of these rerev iews ¢ That is 
what I am trying to ask. In other words, put it this way: There has 
been, as I understand, a series of changes as a result of ‘the so-called 
rereview program, Mr. Secretary. 

Mr. Franke. That is correct. 

Mr. Suerparp. Now what has been the result of those changes? I 
know something about the results in the field. I am trying to get 
over here now the counterbalance of the good against the bad, if 
you have any counterbalance. 

Admiral Smirn. The moneys which have not been apportioned ; in 
other words, the moneys that are in reserve are definitely included 
in the unobligated and uncommitted. 

Mr. Sueprparp. In the unobligated and unexpended category / 

Admiral Smitu. Yes, sir; they are included in that. 

Mr. Sueprarp. W hat I am trying to determine is how much of 
that is attributable to review in your office or rereview—call it what- 
ever you may, after you have once made your justification and, due 
to a second, third, or fourth review within the Department of certain 
allocations ‘of funds the funds are not allocated. I am trying to find 
out what happens to them, how they are applied and how much they 
are. 

Admiral Smrru. As of December 31, 1955, there was a total with- 
held of $3,248 million. Of that sum, the Navy Department had recom- 
mended $1,903 million be withheld for various reasons, but principally 
for use in sueceeding years. The Department of Defense had further 
withheld 

Mr. Suepparp. For use in succeeding years ? 

Admiral Suir. For use in succeeding years; for example, in ship- 
building and aircraft procurement mainly. 

Mr. Suepprarp. In other words that comes under the procedure of 
extended payments required by contracts issued ¢ 

Admiral Smrru. That and future procurement of spares and sub- 
sequent contracts in shipbuilding. 

The Department of Defense had recommended an additional $1.1 
billion withholding and the final action of the Bureau of the Budget 
added to these two sums a further retention of $204 million. 

Mr. Suerrarp. That makes $3,107 million against $2,248 million. 
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Admiral Smrru. The rounding-off figure did not come out to that. 
The total would be $3,248 million. 

Mr. Suerparp. Now you have given us the total here due to this 
rereview operation. We have that and that is clear. And out of that 
you have accounted for the Navy’s recommendations of $1,903 million 
of payments extended over into the succeeding year; is that correct ? 

Admiral Smirn. Not exactly. It is a reserve for use in future years 
and for contract and for spare purchases, and so forth that would be 
undertaken in the succeeding: years—not in the fiscal year we are pres- 
ently living in. 

Mr. Sueprarp. I presume under the procedure we have followed 
over a period of time that, when the next year’s budget comes up, the 
$1,903 million withholding for purposes of expenditure within the field 
or function you have already referred to is then considered in the 
budget you will send up the following year ? 

Admiral Smirn. Yes, sir. 

Mr. Surrparp. In other words, you will make a deduction in your 
normal requirements that would be in excess and considered the equiv- 
alent of $1,903 million? Is that a correct analysis, or incorrect ? 

Admiral Smrrn. Those sums will be shown in each appropriation as 
their obligation for the succeeding year. 

Mr. Sueprarp. It would appear in that budget as unexpended 
balances ? 

Admiral Samira. That is correct. 

Mr. Sueprarp. That accounts for the $1,103 million. What happens 
to the rest of it ? 

Admiral Smrrn. The remaining amounts withheld were those de- 
termined by the review. There are opportunities for us to go back 
and ask for the reapportionment of funds. Several such actions are 
in process at the moment. There is no distinction between the amounts 
withheld by one office or another. It is all an amount in reserve and 
no distinction as to who first suggested the withholding. 

Mr. Suepparp. That may be true with a slight reservation in my 
concept of it, because in your own recommendation of withholding that 
already has been contracted for as against the other which is taken 
literally out of the operational program. 

Admiral Smiru. No, sir. To give an example, the Office of the 
Comptroller recommended withholding of $590 million in one appro- 
priation. Department of Defense recommended additional reserve 
of $1,095 million. That action has proved to be correct, sir. We will 
not require that money for this year’s business for obligations. 

Mr. Sueprparp. Again I would like to bring this out: You state 
you don’t need it out of your budget which has been allocated to you 
by the Congress, and obviously if you do not need that money then 
you were overly optimistic, or the details of your planning operations 
had not been refined to the degree of accuracy between what you 
thought the cost of the function would be in its requirements versus 
that of what it ultimately turned out to be, or you didn’t do the 
projects, or did the projects proportionately, whatever they may be. 
Is that right or wrong? 

Admiral Smrrn. I had not meant to imply that, sir. Al] the money 
which we asked for and had appropriated to us for this appropriation 
is required for the programs approved. It was a question here of what 
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amount of this money actually would be obligated, would be required 
to be apportioned to us for obligation in this current fiscal year. 

We have found as of the moment that we do not expect to ask for 
a reapportionment so far as is presently known in this appropriation. 
We will have enough money for the contractual work we now see 
ahead of us in this appropriation. This money is all programed 
and it will be utilized in future years. 

Mr. Franke. May I add something at this point, Mr. Chairman ? 

Mr. Suepparp. Certainly. 

I think, Mr. Secretary, you can see data I am trying to get? 

Mr. Franke. Yes, sir. No. 1, we are talking about a December 31, 
1955,amount. It is not by any means at all certain that these amounts 
will not be apportioned between then and the end of the fiscal year. 
However, there nevertheless may be amounts we find are not necessary. 
We may agree to this, and furthermore we may find some of our pro- 
grams have changed slightly and we want to reprogram, which is 
the reason we try to keep, and I am sure this is the record, we keep 
this committee informed when we think reprograming is necessary, 
so there will not be any misunderstanding between this committee 
and ourselves. 

Mr. SuerparD. Well, we never have had any serious misunderstand- 
ings. My query is directed upon the premise of pinning down the 
operation, pinpointing it so it will be clearly defined in the record 
as to what actions have taken place. Frequently we are asked as 
to what happens in this field of resurveys, withholding of allocations 
of funds, and if the justifications are adequate for the expenditure 
within a fiscal year and if it is not expended what goes on. I am 
trying to clarify that for the record and in my own mind. 

(Discussion held off the record. ) 

Mr. Suepparp. What is the total requested for apportionment by 
the various bureaus? I want it for fiscal 1956, of course. 

Admiral Smrrn. I do not have that broken down into tabular 
form as to the original request. I can provide it. 

Mr. Sueprarp. Provide it if you will. 

Mr. Sueprarp. What is the total requested by your office of higher 
authority? Do you have that available for us or do you want to sup- 
ply that for the record ? 

Admiral Smirn. We will supply it, sir. 

Mr. Suepparp. Of the difference how much would you call actual 
savings and how much was merely a deferral and what is the total 
actually apportioned by the Bureau of the Budget ? 

Admiral Smirxa. We will supply that also. 

(‘The information requested is as follows :) 
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Mr. WiceLteswortH. As I understand it, you will go over the esti- 
mate by about $300 million with respect. to obligations in fiscal year 
1956 for one reason or another. That figure is not too good; it might 
be substantially larger, might it not? 

Admiral Smiru. I think the figures I gave are reasonably accurate, 
sir. 

Mr. WicGLEswortn. It would be roughly 50 percent of the $600 mil- 
lion, guessing roughly ¢ 

Admiral Situ. Yes. 


ESTIMATED AND ACTUAL OBLIGATIONS, 1954 AND 1955 


Mr. WiGGLeswortH. Can you furnish either now or when you revise 
your remarks figures which will show your estimate in advance for 
obligations i in fisc al 1955 and the actual obligations incurred during 
that: year, and similar information for fiscal] 1954? 

Admiral Smiru. We will provide it, sir. 

(The information requested is as follows :) 


Comparison of estimated with actual unobligated balances carried forward, fiscal years 
1954 and 1955 





Fiscal year 1954 Fiscal year 1955 
Appropriation title Estimate shown Estimate shown 
in fiscal year 4 in fiseal year ; 
1955 budget Actual 1956 budget Actual 
document document 
DIRECT (GENERAL) ACCOUNTS 
Marine Corps Procurement $95, 700, 000 $323, 005, 867 | $60, 347, 830 $235, 118, 230 
Aircraft and Related Procurement os sini : 3, 037, 246, 110 1, 388, 650, 000 3, 170, 939, 626 
Construction of Ships, Navy 12, 790, 000 37, 742, 548 | 54, 700, 000 88, 801, 941 
Shipbuilding and Conversion, Navy 218, 942, 536 623, 914, 581 458, 483, 633 771, 271, 225 
Ordnance for New Construction, Navy 19, 226, 233 36, 954, 164 26, 445, 770 31, 283, 906 
Military Construction, Naval Reserve | 
Forces _ - 5, 629, 000 22, 626, 545 17, 426, 567 21, 696, 723 
Research and Development, Navy, and 
Research, Navy ; 1, 356, 694 5, 000, 000 40), 384, 645 
Naval E mergenc y Fund 1, 707, 566 1, 712, 620 1, 687, 620 1, 707, 517 
Naval Petroleum Reserve No. 4 1, 075, 190 
Subtotal os 355, 070, 525 4, 084, 559, 129 2, 012, 741, 420 4, 361, 203, 813 
Military Construction, Navy 283, 544, 819 280, 938, 002 99, 405, 265 158, 880, 810 
Construction Water Supply Facilities, 
San Diego 1, 450, 277 1, 782, 950 (1) 1, 882, 616 
Total, direct (general) accounts 640, 065, 621 4, 367, 280, 081 2, 112, 146, 685 4, 621, 967, 239 





1 $1,311,143 shown as carried to surplus. 


Mr. Sueprarp. Thank you very much, Admiral Smith. You have 
been very helpful and I think the last series of questions will clarify 
this situation. 
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Wepnespay, Fesruary 29, 1956. 


MARINE CORPS 
WITNESSES 


GEN. RANDOLPH McC. PATE, USMC, COMMANDANT OF THE MARINE 
CORPS 

MAJ. GEN. DAVID M. SHOUP, USMC, FISCAL DIRECTOR 

MAJ. GEN. EDWARD W. SNEDEKER, USMC, ASSISTANT CHIEF OF 
STAFF, G-3 

BRIG. GEN. JAMES P. BERKELEY, USMC, ASSISTANT CHIEF OF 
STAFF, G-1 

LT. COL. JONAS M. PLATT, USMC, PLANS AND POLICIES BRANCH, 
G-1 

MILTON A. GILLIE, PERSONNEL SECTION, BUDGET BRANCH, FISCAL 
DIVISION 

MAJ. GEN. RAYMOND A. ANDERSON, USMC, QUARTERMASTER GEN- 
ERAL 

LT. COL. ROBERT Q. GRIDER, USMC, GENERAL SUPPLY BRANCH, 
SUPPLY DEPARTMENT 

LT. COL. JAMES M. WATKINS, JR., USMC, SUBSISTENCE SECTION, 
SUPPLY DEPARTMENT 

LT. COL. CLIFFORD B. DRAKE, USMC, DETAIL BRANCH, PERSONNEL 
DEPARTMENT 

MAJ. RUSSELL C. WHITE, USMC, DETAIL BRANCH, PERSONNEL 
DEPARTMENT 


OFFICE OF THE COMPTROLLER 


REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 


GENERAL STATEMENT OF THE COMMANDANT OF THE MARINE Corps 


Mr. Suepparp. We have before us now General Pate, commandant 
of the Marine Corps. 

Do you have a statement you would like to make, General? 

General Parr. I have a brief one I would like to make, Mr. Chair- 
man. 

Mr. SuHepparp. Very well. You may proceed. 

General Parr. Gentlemen, I am glad to appear before this commit- 
tee to present such details of the budget estimates of the Marine Corps 
for fiscal year 1957 as you may desire. 

In the statement which I made on my appearance before you pre- 
viously, I outlined the Marine Corps programs in general terms. The 
estimates of funds required, as contained in the President’s budget 
under each of the appropriations, are as follows: 


RARUSeE yy DOP RUNITIOL BEI COTE keene a sawnsenweweesee $647, 500, 000 
Reserve personnel, Marine Corpe.._._.......— 5... nce ncs 26, 800, 000 
ae nn a RN attics eos eniecs neni ene annenerele 179, 000, 000 


Marine Corps troops and TActiies.......nn iin eesencwctccaenn 175, 820, 000 
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That makes a total of $1,029,120,000. Introducing each appropria- 
tion justification is a summary of the basis for each of the estimates. 
In the interest of brevity I shall not repeat them here. I am present 
with members of my staff to provide such additional information as 
you may desire in your examination of the separate appropriations. 
We are prepared to proceed at your pleasure, Mr. Chairman. 


MILITARY PERSONNEL, MARINE CORPS 


Program and financing 




















| 
1955 actual | 1956 estimate | 1957 estimate 
oscil eating ccna titan aisle: = \— 
Program by activities: | 
Direct obligations (volume of obligations for service | 
account): | 
Be Be NN oo. ied cinicdccnscsevasincdincnenea $490, 859, 020 | $511,194,000 | $539, 111, 000 
2. Individual clothing FO IESE IER 16,351,540 | 18, 757, 000 20, 818, 000 
3. Subsistence in kind. _........-...-------.---.------| 50,353,782 | 53,878, 000 55, 106, 000 
4. Movements, permanent change of station_._...-.--| 24, 093, 630 29, 246, 000 31, 709, 000 
SE Se TR teens a ea ety eR ce ni mae 518, 007 925, 000 756, 000 
—_——_|__—_ é slated letemae ne 
FORE Gens DOMINIO, 6. oi 5 6 Sod i asn cdsdinsion ne 582,175,979 | 614,000, 000 647, 500, 000 
Reimbursable obligations (volume of obligations for other | | 7 ae 
accounts): ] 
I ao ac ndaieunwadedel 94, 947 | 50, 000 100, 000 
2. Individual clothing. __.....-- dad deicttes | 545, 460 | 250, 000 250, 000 
3. Subsistence in kind. ._.....-..-.-- Jantntscecengesicct | Aes Say aeeeaee 15, 150, 000 
Total reimbursable obligations. -_.....-- 





15, 210,407 | 16,000,000 | — 15, 500, 000 


IE citts casa tas dewndidcncbivondsineut 597, 386, 386 | 630, 000, 000 663, 000, 000 
Financing: | 
Advances and reimbursements from— | } 
Other accounts__-_- A at go Ri ndiete tes oa te | —3, 367, 758 —1, 800, 000 | —1, 800, 000 
Non-Federal sources. _- eat ---| —11, 842,649 | —14, 200,000 | —13, 700,000 
Unobligated balance no longer available... ._-_-- 2 | 30,004,621 | 36,244,000 |....-.....---. 
picid 





ee tects | 612,180,600 | 650,244,000 | 647, 500, 000 


| | | 


en 6 osok dose enc des cn 





NotTe.— Reimbursements from non-Federal sources are comprised of sales from commissaries and sur- 
charge from sale of meals to officer and civilian personne] (Public Law 27, 78th Cong.; sec. 16 (c) of Public 
Law 604, 79th Cong.; 67 Stat. 357). 


Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


Direct obligations (volume of obligations for service accounts): 


01 Personal services: Military $488, 423, 588 | $509, 532, 000 $538, 557, 000 
02 Travel 23, 844, 573 25, 843, 000 | 27, 981, 000 
03 Transportation of things 4, 291, 557 6, 695, 000 7, 844, 000 
07 Other contractual services 1,019, 008 | 2, 064, 000 2, 651, 000 
08 Supplies and materials 49, 336, 228 52, 109, 000 52, 565, 000 
12 Pensions, annuities, and insurance claims 15, 226, 461 17, 712, 000 | 17, 847, 000 
14 Interest ‘ 7 34, 564 45, 000 | 55, 000 

Total direct obligations 582, 175, 979 614, 000, 000 647, 500, 000 

Reimbursable obligations (volume of obligations for other 
accounts): | 

01 Personal services: Military 640, 407 300, 000 350, 000 
08 Supplies and materials-- | 14,570,000 15, 700, 000 15, 150, 000 

Total reimbursable obligations | 15,210, 407 16, 000, 000 15, 500, 000 


Total obligations........._.. back 597, 386, 386 | 630,000, 000 663, 000, 000 





Budget authorizations, expenditures and balances 


| 1955 actual | 1956 estimate | 1957 estimate 


RUDCET AUTHORIZATIONS AVAILARLE } | 


Obligated balance brought forward __- : | 19,111,731 | 25,928, 609 42, 000, 000 
Increase in prior-year obligations : 23, 172,070 | 17, 300, 000 o- 


Appropriation , $612, 180, 600 | $850, 244, 000 | $647, 500, 000 
| 


Total budget authorizations available 654, 464, 401 : 693, 472, 609 689, 500, 000 
EXPENDITURES AND RALANCES 
Expenditures: 


Out of current authorizations 564, 047, 937 573, 000, 000 587, 000, 000 
Out of prior authorizations_.. 31, 927, 772 27, 000, 000 28, 000, 000 


Total expenditures 595,975, 709 | 600,000,000 | 615, 000, 000 
Balance no longer available: | | 
Unobligated_-_ : | 30,004, 621 36, 244,000 | 
Other_- ei ; = 2,555,462 | 15, 228, 609 13, 000, 000 
Obligated balance carried forward_. Riaenedeciue ------] 25,928, 609 42, 000, 000° 61, 500, 000 


Total expenditures and balances-- namie 654, 464, 401 | 693, 472, 609° 689, 500, 000 


Mr. Srepparp. We shall take up now the appropriation “Military 
personnel, Marine Corps.” The presentation has a total reflected ap- 
propriation of $647,500,000. 


UNEXPENDED BALANCES 


You have an unexpended balance of $61,500,000 for fiscal year 1957 
as compared with $42 million in fiscal year 1956, and $26 million for 
fiscal year 1955. Why the large increase, General ? 

General Sour. The carryover in the 1955 colunm is made on the 
basis of certifications reflecting the requirements of 1311. Had all 
eventual obligations been recor ded 

Mr. Suerrarp. We are talking about unexpended balances, General. 

General Suovur. The large increase is due to the fact that the 1955 
column is made on the basis of certifications required by 1311 and is 
understated by about $11 million. 

Mr. Suerrarp. Unpaid obligations under 1311? 

General Suour. Yes, sir. 

The certification under 1311 does not reflect eventual obligations in 
the 1955 column. However, in the 1956 and 1957 columns the total 
eventual obligations are reflected. 

For sama eventual obligations in the 1955 column will probably 
be about $11 million more. As of January 31 the actual recorded 
obligations are $605 million gross. 

Mr. Suepparp. What did you have unexpended at the expiration 
of 1955? What was your obligated balance ? 

General SHovupr. $25,928,609. 

Mr. Suepparp. And obligated balance carried forward in 1956? 

General Suovur. The estimate is $42 million, sir. 

Mr. Suepparp. What about the end of 1957? 

General SHour. $61,500,000. 

Mr. Suerrarp. How much of that increase is attributable to 1311? 
Is any of it attributable to 1311? 

General SuHour. Speaking to the $19 million figure and its relation- 
ship—is that what you want? 

Mr. Suepparp. No. 
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(Discussion held off the record.) 

General Suour. The answer to the question is “No,” sir. 

Mr. SuHerparp. What is the reason for the increase, then ? 

General SuHour. There was a definite increase in the funds available 
which go up from $614 million to $647,500,000. 

Mr. Suerparp. Does that represent any slippage ? 

General Suour. No, sir; I don’t believe it does. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Sueprarp. Mr. Reporter, we will insert pages 2, 3, and 4 of the 
justifications. 
(The information referred to is as follows :) 


JUSTIFICATION OF ESTIMATES FOR FiscaAL YEAR 1957 


Appropriation introduction 


Fiscal year Fiscal year Fiscal year 











1955 1956 1957 
Appropriation or estimate - - - . teas pao $612, 180, 600 | $650, 244, 000 $647, 500, 000 
Net adjustment (transfer, balances, etc ial a cae —30, 004, 621 | —36, 244, 000 } ee 
Total obligations payable from appropriated funds- -- 582,175,979 | 614, 000, 000 647, 500, 000 


The estimate is a mathematical application of rates of pay and allowances 
prescribed by law to be paid or furnished under varied conditions and situa- 
tions, to Marine Corps personnel serving on full-time active duty in the United 
States Marine Corps. 

The 1956 estimate upon which the appropriation was based provided for an 
end strength of 215,000. However, the personnel plan implemented provides for 
beginning the fiscal year with 205,170 officer and enlisted Marines on active 
duty with a decrease during the year to end strength of 201,000 resulting in a 
man-year average of 202,999. 

The 1956 appropriation amounts to $650,244,000. The estimated obligations 
amount to $614 million. The unobligated amount of $36,244,000 is due princi- 
pally to a lower personnel plan. 

The 1957 estimate totals $647,500,000. This is an increase of $33,500,000 from 
the 1956 latest estimate revised requirement and is primarily due to higher 
personnel losses and replacements during fiscal year 1957, together with an 
increase in the mMan-year average. 











1956 estimate | 1957 estimate | Difference ne 
F with 19 
Type of personnel \— cee ee | wi stikibentecwiansaile lL sicitaietniedacaiichaeimalls iets 
| 
Begin | End | Average) Begin End | Average! Begin | End |Average 
<i The mai wot ¥ (Oe eek MT ee oe Se tt ta Perio. ae 
NN clas casi a heareiges 18,417 | 18,150 | 18,213 | 18,150 | 18,000 18, 199 — 267 —150 —14 
Enlisted ___._..- ..| 186,753 | 182,850 | 184, 786 | _182, 850 | 187,735 | 186,777 |—3,903 |+4,885 | +1, 991 


Total ., 205,170 | 201,000 202 999° "201, 000 205, 735 "204, 976 ~+4,170 |+4,735 | +1, 977 
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Summary of obligations by budget activity 


Fiscal | year 


| 
Fiscal year | 
Budget activity title 1956 


956 
(astual) | (estimated) | 


Fiscal year | minus 
1957 | differences 


Pay and allowances... _.--- | $490, 859,020 | $511, 194, 000 | $539, 111, 000 |-+$27, 917, 000 
Individual clothing 16, 351, 540 18, 757,000 | 20,818, 000 | -+-2, 061, 000 
Subsistence in kind 50, 353, 782 | 53, 878, 000 55, 106,000 | +1, 228,000 


| Movements, pee chs _ 
of station | 24,093,630 | 29, 246, 000 31, 709,000 | +2, 463,000 | 


Total obligations payable 
from appropriated funds_| 582, 175, 979 | 614, 000, 000 | 647, 500, 000 | | +33, 500, 000 


Other costs. | 518,007. | ___ 925, 000 0 | 756, 000 | — 169, 000 | 





oi a ae | 

The net increase in activity 1, pay and allowances is estimated at $27,917,000. 
The increase is due to principally the higher enlisted man-year average together 
with increased enlisted costs in connection with accession and attrition. The 
portion of the increase due to active duty costs amounts to $18,672,000. The bal- 
ance of the increase $9,245,000 is due entirely to items of allowance creditable 
on separation and to reenlistment bonus payments. 

Activity 2 provides the initial and maintenance allowances of individual cloth- 
ing for enlisted marines. The increase of $2,061,000 is due to the increased num- 
ber of new recruits who will be issued initial clothing bags. 

Activity 3 provides funds for subsistence in kind for enlisted marines subsisted 
in Government messes and operational rations. The increased requirement of 
$1,228, 000 is directly attributed to the increase in man-years in fiscal year 1957 
and in operational rations which will meet the latest safety level requirements. 

Activity 4 provides for cost of travel incident to permanent change of station. 
Much of the increase of $2,463,000 is due to the initial travel of recruits and their 
travel from recruit camp to first duty station. Most of the balance of the increase 
is attributed to the effect of an estimated higher number of enlisted marines who 
will be in grades F—4 with over 4 years service, and E—5 who are entitled to trans- 
portation of dependents, dislocation allowance, and household effects on perma- 
nent change of station travel orders. 

The decrease in activity 5 of $169,000 is due to the decrease in premiums, serv- 
icemen’s mortgage insurance. 


MILITARY PERSON NEL STRENGTH 


Mr. Suerrarp. In fiscal year 1956 your appropriation was based on 
an end strength of 215,000 men. You implemented a personnel plan 
with an end strength of only 201,000, which was actually a decrease of 
4,170 from the strength at the beginning of the fiscal year. 

What was the reason for disregarding the special desire of Congress ? 

General Parr. We were not allowed to go to that strength, Mr. 
Chairman. 

Mr. Sueprarp. By whom? 

General Parr. The Secretary of Defense. 

Mr. Suepparp. What has been the effect of this on the military effi- 
ciency of the corps when compared to the higher figure funded by the 
Congress ? 

General Parr. Obviously the Marine Corps of 201,000 is not as effec- 
tive a Marine Corps as 215,000. It was necessary to deactivate some 
supporting units of small size. Actually I don’t think there was any 
great material damage done to the corps. We would not have the stay- 
ing power were we in combat that we would otherwise have, however. 

Mr. Suepparp. What effect, if any, did the decrease of 4,170 have on 
your budget? What was reflected in the requirements which obvi- 
ously would have shown from that additional personnel ? 
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General Suoup. The $33,786,000 which was appropriated for the 
increase, to date we have not had to use any of that, nor has it been 
apportioned. 

Mr. Suepparp. And that fund, I presume, remains in the jurisdic- 
tion of the Comptroller’s Office and the Office of the Secretary of De- 
fense because you do not have access to it. Is that correct? 

General Soup. It presently reposes in the Bureau of the Budget. 

Mr. Suerparp. That is the equivalent thereof. At least that is my 
opinion. 

Mr. WicctEeswortH. What was the size of the Marine Corps when 
you were here a year ago? 

General Brerxerey. The size on June 30, 1955, sir 

Mr. WiaarxswortnH. I want the size of the Marine Corps when you 
were here a year ago. 

General Parr. That would be in February or around the first of 
March, General Berkeley. 

General Berketry. We can give you an approximation, sir. We 
haven’t the exact figure. We can supply it for the record. 

Mr. Wiae.teswortu. I haven’t them here but you furnished them a 
year ago. (rive me an approximation now and then give the exact 
figures which I assumed you would have with you at this time. 

What is the approximation ? 

General BerKetey. 218,000, sir. 

Mr. WiaciesworrH. As of what date? 

General Berxetey. As of December 31. 

Mr. WieerteswortH. You are not answering my question. When 
the Marine Corps was here before us a year ago, and I can find it in the 
hearings here—— 

General BerKkELEy. March 1, 218,000. 

Mr. Wiacetesworru. We were given an exact figure for the force 
then in being and an exact figure of what was contemplated by the 
then proposed appropriation. I want those two figures for comparison 
with the figure which was actually authorized during the year. 

If you don’t have them, please present them for the record. 

General Berketry. We have them, sir. 

Colonel PLarr. The figure we put in the record last year for Decem- 
ber 31, 1954, was our actual strength. 

Mr. Wiceireswortn. What was the figure as of December 1954? 

Colonel Piarr. That was the actual strength we gave in the hear- 
ings and it is contained on page 350 of the hearings of last year ; 220,727 
is the figure we gave. 

Mr. Wiaereswortn. What was the strength contemplated as of the 
end of the fiscal year ? 

Colonel Prarr. 205,000. 

Mr. Wicciesworrn. What was the strength contemplated under the 
proposed appropriation for fiscal 1956 then before this committee ? 

Colonel Piarr. 193,000, sir. 

Mr. Wicateswortn. You have already testified that the strength 
actually authorized by higher authority for the year was 201,000. 

Colonel Piarr. For June 30, 1956, it 1s 201,000; yes, sir. 








106 


APPROPRIATIONS AND OBLIGATIONS 


Mr. Wiceieswortn. I think these green sheets are set up in a little 
different way from what they have been heretofore and I am not quite 
clear on the matter of dollars and cents. 

As I understand it, you are requesting overall an appropriation of 
$647,500,000. That compares with an appropriation a year ago of 
$650,244,000. Is that correct ¢ 

General Suour. Yes, sir. 

Mr. WiccieswortH. In terms of appropriation you are asking some- 
thing like 234 million dollars less than last year. On the other hand, 
if we compare your request with your estimated obligations for fiscal 
1956, if I understand it correctly, we must compare $647,500,000 with 
$614 million. Is that correct? 

General SuHour. Yes, sir. 

Mr. Wiccieswortn. So as compared with your estimated obliga- 
tions for the current fiscal year your request represents an increase 
of $33,500,000, or something like a 5 percent increase. Is that right? 

General BerKeLry. Yes, sir. 

Mr. Wiceirswortn. If we compare the estimated overall end 
strength of 205,735, with the actual authorized figure for the current 
fiscal year of 201,000, that represents an increase of 4,735, about 2 
percent. Is that correct ? 

General Berxetry. A little over 1 percent I believe, sir. 

Mr. Wiccieswortu. Well, it is 

General Berxe.ry. That isa 1 percent average? 

Mr. Wiceteswortn. Four thousand seven hundred and thirty-five 
would be a little over 2 percent on the 201,000 according to my mathe- 
matics. 

General BerKEeLEy. We took it on the average. 

Mr. Wiaetesworrn. There is no further ceiling in this picture over 
and above the 205,735. 

General BerKELEy. That is correct. 

Mr. Wicetesworru. Can you give us an actual obligation figure 
as of some recent date ? 

General Suovur. Off the record. 

(Discussion held off the record. ) 

Mr. WicGLeswortnH. Give us a figure as of January 31 if you have 
it. 

General Suovup. Cumulative obligations, 1956 for January 31, 1956, 
are $352,894,405. 

Mr. WicGteswortu. I am not clear as to page 4 of the green sheets. 
I am looking at the balances no longer available under the column 
of 1957 estimates. You are apparently going to carry forward obli- 
gations no longer available to the tune of $13 million and obligated 
balance of $61,500,000 into fiseal 1958. Is that right? 

General Snovp. Yes, sir. 





Pest = Seren et ta 


107 


(The following table was furnished for the record in accordance 
with the request made during hearing on Reserve personnel :) 


Obligated balance carried forward 


1955 1956 1957 


: 


| 
$25, 928,609 | $42,000,000 | $61, 500, 000 
25, 928, 609 | 50, 701, 042 | 39, 398, 000 





Green sheet figures____...-..--..-------------- — 
Marine Corps estimate 


Mr. WiceLesworrn. How do you carry forward other obligations 
no longer available, and what are they ¢ 

General Suour. It is estimated there will be $13 million on certified 
claims in that year’s appropriation. 

Mr. WiaeLeswortu. I don’t understand that. 

General Suovr. Available for payment of bills but not to the Marine 
Corps. 

Mr. Wiaciesworrn. I believe that is all the questions I have of a 
general character, Mr. Chairman. 


Pay AND ALLOWANCES 


Budget activity No. 1—Pay and allowances 


|Plus or minus 
: bib p Fiscal year Fiseal year Fiscal year (fiseal year 
No. Project tith 1955 1956 1957 1957-fiseal 
year 1956) 


1A ! Pay and allowances of officers $118, 723, 020 | $130, 109,000 | $130, 149, 500 +-$40, 500 


1B | Pay and allowances of enlisted person- 
nel... 372, 136,000 | 381,085,000 | 408,961,500 | +27, 876, 500 
— = - = 7 = ow 
Obligations payable from appro- | 
| priated funds 490, 859, 020 511, 194,000 | 539,111,000 | +27, 917,000 
' 


Shiels eee to 


Mr. Suepparp. All right, gentlemen. We will pick up your budget 
activity No. 1, Pay and allowances, under fiscal year 1955, $490,859,020, 
fiscal year 1956, $511,194,000, fiscal year 1957 it is $539,111,000, which 
reflects an increase of $27,917,000. 

Payment for unused leave increases sharply from $5.9 million to 


+ 


$8.9 million. Why is there that sharp increase, gentlemen ? 

General Berkeiry. That is principally due to heavier separations 
and to the increase in longevity of the persons we are separating 
throughout the fiscal year 1957. 

Mr. Snerrarp. It falls strictly within that category / 

General BerkeLry. Yes, sir. 

Mr. Sueprarp. How are your enlistment rates as compared with 
the past 2 vears by numbers and grades ? 

Colonel Piarr. Our actual reenlistment rate for regulars for fiscal 
year 1955 was 20.6. 

Our planned reenlistment rate for regulars in fiscal year 1956 is 
32.8. For fiscal year 1957 it is 34.5. 

By grades, sir, starting at the top, we had 94.8 percent for master 
sergeants in 1955, 72.7 for technical sergeants, 42 percent for staff 
sergeants, 17.7 percent for sergeants, 16.2 percent for corporals, 13.1 
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for privates first class, and 5.46 for privates. Those are actual rates, 
s1r. 

_ Mr. Suepparp. If you have a general statement you would like to 
insert to further cover this item you can insert it in the record at this 
point, General. 

(The following information was furnished :) 

The estimated increase in overall reenlistment rate for 1956 and 1957 over 
the actual reenlistment rate for 1955 is based on the grades and length of service 
of the marines whose enlistments expire each year. The grades and length of 
service of those whose enlistments expire in 1956 are higher than those whose 
enlistments expired in 1955. In 1957, they are higher than in 1956. 


In addition, the higher rates are applicable to larger numbers as more 
enlistments expire in 1956 than in 1955; more in 1957 than in 1956. 


CHANGES IN NUMBER OF OFFICERS IN VARIOUS RANKS 


Mr. WiccteswortH. Looking at page 32 of your justifications under 
“Pay and allowances for officers,” basic pay, I notice that the overall 
increase of $947,000 requested is reflected primarily in the pay due 
to captains and to a less extent to majors and first lieutenants. There 
seems to be an increase in the number of captains, a substantial in- 
crease, as well as increase in average rate. 

What is the explanation of that? 

General BrerKxeLey. We are gradually increasing our captains to 
come closer to our overall requirement of 4,400 captains. 

Mr. WicciesworrH. You seem to be increasing your captains and 
decreasing your first and second lieutenants by an equivalent or 
greater number. 

Colonel Piarr. Our decreasing commissioned officers reflects the 
past overall decrease in strength. Due to the long lead time involved 
in officer procurement we do not bring that officer population down 
as fast as total strength. 

Mr. WiceteswortH. What is the policy behind reducing the number 
of second lieutenants by 115 an the number of first lieutenants by 66 
and at the same time increasing your captains by 146? 

Colonel Puatrr. The reductions in lieutenants reflect the increase 
in captains, and the increase in captains is to come closer to our require- 
ment for that grade. 

Mr. WiccLeswortu. What is your requirement? 

Colonel Piarr. Forty-four hundred, sir. 

Mr. WiccLeswortH. On what basis? 

Colonel Piarr. On military requirements based on our table of 
organization billets. 

Mr. WicctesworrnH. For what size corps? 

Colonel Piatt. For this size corps, sir. 

Mr. WiccLesworTtH. For a corps 0 

Colonel Piatrr. About 205,000, sir. 

Mr. Wicetresworrn. Two hundred and five thousand ? 

Colonel Piatt. Yes, sir. 

Mr. WiccteswortH. What is the required number of first and second 
lieutenants for that corps? 

Colonel Piarr. Our required number of lieutenants is 8,218. We 
do not break them down by first or second. 
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Mr. WicGLesworrH. You are oversupplied with them, then. You 
have 8,601 in here, apparently. 
Colonel Puiarr. Yes, sir, but we are short in other grades. 


INCREASE FOR INCENTIVE PAY OF OFFICERS 


Mr. WiaceLeswortH. On page 33 of the justifications, under “Incen- 
tive pay” I notice that the bulk of the increase there requested is be- 
cause of an increase of first lieutenants and second lieutenants esti- 
mated to be eligible for incentive pay. What is the basis of that 
calculation ? 

General Berketey. That is a result of our efforts to alleviate our 
present pilot shortage. 

Mr. WiccteswortH. What? 

General Berke.ry. Present shortage of naval aviators, sir. The 
increase is almost entirely in grades of first and second lieutenants. It 
reflects both increased pilot output from pilot training program and 
improving retention rates in reserve pilots agreeing to remain on 
active duty for additional periods after expiration of their period 
of obligated service. 


INCREASES FOR UNUSED LEAVE PAYMENTS, ALLOWANCES, ETC., OF OFFICERS 


Mr. Wiceieswortu. On page 36, referring to unused leave pay- 
ments, there is an overall increase of $83,000, although the number 
entitled to basic pay and subsistence allowance, quarters allowance, 
seems to reflect a decrease. The increase is apparently due to an 
increase all along the line in average rates. What is the reason for 
that? 

General Berkxetry. Our rate increases, sir, are principally due to 
longer service of officers being separated; more days of unused leave 
at a higher rate perday. As I said before, the longevity of the officers 
concerned. 

Mr. WiccieswortH. Well, is that reflected in all three categories, in 
basic pay, in subsistence allowance, and in quarters allowance? 

General Brerxetry. Yes, sir, because your longevity affects your 
number with dependents and thus entitlement to quarters allowance, 
your increased allowances for advancement in rank and certain reflec- 
tion in subsistence allowance as well, sir. 

Mr. WicateswortH. The longer you serve, the more you are entitled 
to eat; is that right? 

(The following information was furnished later :) 

The increased longevity of the officers being separated causes the estimated 


number of average days unused leave to increase from 30 to 32.8 days. Thus, 
the same subsistence allowance is paid for a greater number of days. 


INCREASES FOR ENLISTED PAY AND ALLOWANCES 


On page 39, “Enlisted personnel,” four principal items reflect an in- 
crease of 27.8 million. Thirteen million in basic pay; 4.4 in basic 
allowance for quarters, 3 million in unused leave, and 6 million in 
reenlistment bonus. 

You have an increase in basic pay of about 5 percent compared with 
a 2 percent increase in your overall number, in basic allowance an 
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increase of about 9 percent, in unused leave payments about 50 per- 
cent, and in reenlistment bonuses something like 60 percent. 

Give us some explanation of those increases. 

General Berxetry. I would like to elaborate on just about that 
whole page, sir. There are four primary reasons for the increased 
costs explained in that activity. First, our average strength in fiscal 
1957 is up 1,991 higher than in fiscal 1956. This higher average 
strength increases activity No. 1, “Pay and allowances,” and activity 
No. 3, “Subsistence.” 

Mr. Wiccteswortru. That is nineteen hundred on a base of 184,000, 
is that right? 

General Berxetry. Yes, sir; 1,991, sir. 

Mr. Wiccieswortu. What is the second one? 

General Berketry. In 1957 we have a much higher turnover year 
than we had in 1956. In 1957 we expect to lose 86,000 marines through 
discharge or release from active duty. This is 14,400 more losses than 
we had in fiscal 1956. 

To replace these men and to increase our strength we must enlist 
or reenlist 90,800 marines or 23,200 more gains than we have in 1956. 
The 14,400 more losses mean higher separation costs in activity No. 1 
in such items as you mentioned—unused leave, mustering out payment, 
separation travel. The 23,200 more gains also mean higher accession 
costs such as reenlistment bonuses, initial clothing allowance in activ- 
ity No. 2, and initial travel in activity No. 4. 

A third reason for increased costs is longevity or years of service. 
In 1957 the average years of service of marines in the higher grades in- 
creases. As their longevity increases, so do their number of depend- 
ents. Both factors mean increased cost in such items as basic pay in 
activity No. 1 and transportation of dependents and household effects 
in activity No. 4. 

Increases in sergeants and staff sergeants constitute the final major 
reason for higher personnel costs. These increases are the culmination 
of a long-range program which we started in 1954. We did this to 
hold back promotions until the marines concerned had sufficient ex- 
perience to warrant being promoted. Increased numbers of sergeants 
and staff sergeants in 1957 mean increased basic pay in activity No. 1 
and dependents’ travel in activity No. 4. 

In summary, therefore, sir, the higher average sea a higher 
enlisted turnover, increased longevity, and enlisted grade distribution 
are the four primary reasons for increased personnel costs in fiscal 
1957. 

Mr. WiceLeswortu. Offhand, the four items referred to look like 
large increases and to be out of line with the general increase contem- 
plated in the corps. I have not been through all the detail contained 
in the justifications and I understand that each one of these items— 
basic pay, basic allowance for quarters, unused leave payments and 
reenlistment bonus—are broken down in detail, with the mathematical 
computation involved in each instance ? 

General Berkeiry. Yes, sir. 

Mr. Wicetesworrn. I believe that is all, Mr. Chairman. 

Mr. Osrertac. General, as I understand it, there is an increase of 
$27,917,000 for military personnel Marine Corps under the heading of 
“pay and allowances.” 
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Do you have in this justification a separation which shows how that 
amount is divided as between the new pay allowances as compared 
with other costs?) That is, the statutory salary increases? 

General Parr. I doubt that that would show. 

General BerkeLey. We do not have that. 


AVERAGES OF OFFICIAL AND ENLISTED STRENGTH 


Mr. Osrerrac. Now, there will be, according to the figures at the 
end of fiscal 1957, 18,000 officers; the average is 18,199, is that right ¢ 

General BerkeLry. That is right. 

Mr. OsrerraGc. As compared with 18,213 at the end of the current 
fiscal year, is that correct ¢ 

General BerKELEY. On the average, that is correct, sir. 

Mr. Osrerrac. And, as to the comparison of averages for enlisted 
men, at the end of the next year or fiscal year for which we are con- 
sidering this budget, there will be an average of 186,777 as compared 
with 184,786, an increase of approximately 2.0002 

General BerKketry. Yes, sir, 1,991, to be exact, sir. 

Mr. Osrerraa. In other words, there is a slight decrease in officer 
strength and a slight increase in enlisted strength ? 

General BerkeLry. Yes, sir. 


REENLISTMENT BONUS 


Mr. Osrerrac. Now, under the heading of “Reenlistment bonus,” 
on page 39 of your justification, the breakdown there shows that for 
the fiscal year 1957 your estimate shows an obligation to provide that 
bonus for 25,154 as compared with 16,738 for this past year, an increase 
of 8.416. 

Now, in putting this together that indicates, then, that there will 
be 8,400 reenlistments estimated; is that correct? 

General BerkeLry. Yes, sir. 

Mr. Osterrag. Yet, you are going to lose, by virtue of expiration 
of enlistments, roughly 86,000; is that the figure you gave Mr. Wig- 
glesworth a few moments ago‘ 

General BerkELey. Yes, sir. 

Mr. Osrterrac. In getting down to where the difference lies, that 
means, then, that to make up your strength, 25,000 will take up the 
slack on reenlistments but out of that number you have got to obtain 
60-some-odd-thousand in new enlistments. 

General BerkeLry. Yes, sir. 

General Parr. That is correct. 


SEPARATION COSTS 


Mr. OsrertaG. In connection with separation costs, why does the 
figure show only 56,881 mustering-out payments, and yet ‘the figure 
is for separation travel of 63,622? That is for fiscal 1956 and of 
course the same difference is there for fiscal 1957. 

In other words, would there not be the same number involved in 
separation travel as the number to be mustered out? How do you 
account for the difference in those numbers. 
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Colonel Piarr. Because certain men leaving do not rate mustering- 
out pay. 

Mr. Osrerrac. In other words, they are not all entitled to it? 

Colonel Piatt. No, sir. 

Mr. Osrertac. In connection with the overall Marine strength, 
do you contemplate maintaining this level of strength strictly on 
enlistments? 

Colonel Puarr. Yes, sir. 

Mr. Osrertac. You do not contemplate looking to selective service 
for personnel strength ? 

Colonel Pxiartr. No, sir. 


INDIVIDUAL CLOTHING 


Budget activity No. 2—Individual clothing 








{ 

Plus or 

| ; a ial is minus, fisca 
No. | Project title F er ar, | eee | ¥ a pe, year 1957 

; minus fiscal 

| | year 1956 

4 | Initial allowances. leeeeeeececees| $7,382, 540 | $0, 193, 00 | $11, 462,000 | ++$2, 269, 000 
2B | Maintenance allowances ........--.--.-- 8,969,000 | 9, 564, 000 | 9, 356, 000 —208, 000 





| 


Obligations payable from appro- | | 
Se eee 16, 351, 540 | | 18,757,000 | 20,818, 000 +2, 061, 000 
| 








Mr. Sueprarp. We will pick up the next item reflected on page 10 
of your justification under title of activity No. 2, “Individual cloth- 
ing.” I find reflected here, g gentlemen, for fiscal year 1955, $16,351,540; 
fiscal year 1956, $18,757 000; 1957, $20,818,000, or a total increase of 
$2,061,000. 


INCREASE IN RESERVISTS BEING CALLED ON ACTIVE DUTY 


I notice here there is an increase in reservists being called on active 
duty from 2,356 in fiscal 1956 to 12,450 in fiscal year 1957. Why is 
that ¢ 

General BerkeLtey. Mr. Chairman, we have recently gone into a 
program to call reservists into active duty for 2 years’ active duty to 
help us with our overall recruiting picture, sir. 

Mr. Suepparp. I notice, also, an increase of $2,269,000. Your rea- 
sons for the increase ? 

General Berketry. They go back to our overall gains, the number 
of new people we have to take in to make up the losses. 

Mr. Suepparp. That is the explanation for the increase in total ? 

General Berketry. Yes, sir. 

Mr. Sueprarp. If you have a general statement covering the issue 
you can insert it in the record at this point. 

(The following information was furnished later :) 

In 1957, because the number of marines being separated increases, and be- 


cause the enlisted strength increases 14,751 more new marines are needed than 
in 1956. These marines are all entitled to initial clothing allowances. 
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BASIS FOR PRICES OF CLOTHING 


Mr. Wicereswortu. What is the basis for the prices used in these 
justifications as to food, as to transportation, as to clothing ? 

General Brrxetry. Lieutenant Colonel Grider, Supply Depart- 
ment. 

Colonel Griper. The rates indicated in the budget are basically 
established by the Secretary of Defense. 

Mr. Wiaciteswortn. As of what date was the rate used in these 
justifications for food established ? 

Colonel Griver. The rates were established by DOD Directive June 
23, 1955. 

General Suovp. You are talking about clothing, and he is talking 
about food. 

Mr. Wiceieswortu. I am talking about all three items. 

Mr. Sueprrarp. Budget activity No. 2 has to do with individual 
clothing. 

Mr. Wiceieswortu. I will limit my remarks to clothing if you de- 
sire. Give us the basis for the prices used in reference to clothing. 

Colonel Griver. As I previously stated, the prices used for clothing 
are established by the Secretary of Defense. 

Mr. Wiceteswortu. As of what date? 

Colonel Griver. DOD Directive 1338.5 of June 25, 1955. 


REASON INCREASE REQUESTED 


Mr. Wice.eswortu. Looking at page 48 of the justifications where 
this initial clothing allowance is broken down into 7 or 8 categories, 
it appears that you are requesting an increase of $2,438,000, or well 
over 25 percent as compared with your 1956 obligations. Why should 
you require a 25 percent increase for initial clothing allowances in 
fiscal 1957, bearing in mind that the 1956 figure was $2 million above 
the 1955 figure? 

General Berxetry. The 1957 increase, sir, is due again to the large 
input of new people, both from the Reserve, coming on active duty, 
and the number of new recruits coming into the Regular service to 
replace our high losses in 1957. 

r. WiccLEswortH. In other words, the increase to which I re- 
ferred is based on an increase from 51,100 to 65,851 estimated to re- 
quire an initial clothing allowance in 1957, primarily in terms of new 
recruits and secondarily in terms of reservists on active duty; is that 
the story ? 

General Berxetry. That is correct, sir. 

Mr. WiacieswortnH. I believe that is all, Mr. Chairman. 

Mr. Ostertac. General, despite the variation in strength there is 
an increase of $2,061,000 for clothing allowance. 

Now, one of the large items, as I gather from your justifications, 
falls in the category of the substantial increase in the number of 
reservists called to active duty; is that a fair statement? 

General BrerKeLtry. The Reserves come to active duty voluntarily 
and they make up a part of our whole increase, our large number of 
people coming in in the year, that 1,649,240 goes to the Reserves and 
then 710,000-plus to the new recruits. Your statement is an accurate 
summary ; yes, sir. 
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RESERVISTS ALLOWANCFS 


Mr. Osrertac. On page 48 of the justifications, the detailed infor- 
mation shows that under initial allowance (d) “Reservists to active 
duty” for fiscal 1956, the number is shown as 2,456. 

General BerKeLry. Yes, sir. 

Mr. Osrertaa. In your estimate for 1957 the figure is 12,450, an 
increase of 9,994 with an increased cost of $1,649,000 out of a total 
increase for all allowances of $2,438,000 ; is that correct ? 

General BerKeey. Yes, sir. 

Mr. Ostertrac. Then the $1,649,000 for the reservists clothing al- 
lowance to active duty is the one outstanding item in your clothing 
allowance ? 

General Berketry. Yes, sir. 


NEW RECRUIT ALLOWANCES 


Mr. Osrerrag. In connection with the new recruit item on that 
same page, it shows an increase of approximately 5,000; this is, for 
1956 your number of new recruits was shown as 45,966 and your 
estimated figure for clothing allowance of new recruits is 50,276. 

How does that fall into place with the figures you just gave us on 
the number that are leaving the service and the number you expect 
to recruit and the number you expect to have for reenlistments? It 
is not the same. Where is the difference? 

Colonel Piarr. The figures that General Berkeley gave in his gen- 
eral explanation of ove rall increases were gross gains and losses ‘and 
were rounded off for brevity. Within those you have losses for many 
reasons such as death or discharge or for other reasons. 

In round terms, this 65,851 initial figure shown under “Initial 
allowances” plus estimated reenlistments will be the number of gains 
we need to maintain our strength in 1957. 

Mr. Osrertac. In other words, you will have a gain of 4,310 in new 
recruits over last year ¢ 

Colonel Piarr. Yes, sir. 

Mr. OstrertaG. And you will have a gain of 8,400 in reenlistments 7 

Colonel Piarr. Yes, sir. 

Mr. Ostertrac. Yet your overall strength is going to be a few 
hundred less ¢ 

Colonel Piarr. Yes, sir; if I might elaborate briefly on that, it goes 
way back to the start of the Korean war. Our gains and losses varied 
in different years and the original cause was when we mobilized for 
Korea. We still, in effect, are feeling the effects of Korea, sir. 

Mr. Osrertac. I am trying to put together actual figures as they 
apply to next year according to your own justifications. 

Colonel Piarr. Yes, sir. 

Mr. Osrertac. If you have an increase in reenlistments and you 
have an increase in enlistments, according to your requirements for 
clothing, why will not your total over ‘all strength be greater than 
last year ¢ 

Colonel Parr. Because our losses go way up. 

Mr. Osterrac. What is the area of your losses ? 

Colonel Prarr. The number of men whose enlistments expire dur- 
ing 1957 or whose tour of active duty expires if they are reservists. 





. 
| 
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Mr. Osrerrac. What is the total figure on your enlistments that 
will expire during this next year? 

Colonel Piarr. I will have to check that, sir. 

Mr. Ostertrac. Will you furnish that for the record? 

Colonel Piarr. It is roughly 86,000, sir. 

(The following information was furnished :) 


Gross losses of enlisted Marines during fiscal year 1957 are as follows: 


a tcepicereaaen incaieinspienens-oncn usage einen 62, 285 
po ee eaetes se sacs eciheiatMecsaeg A states oR pli don ele Ionics pyaiclatate 11, 196 
Soper eee Ct IN i is steam arab ie ewineiene ee 4, 800 
IO a | i apne ida enipaapecineae 3, 874 
I ete annie earl 1, 800 
TOPTiT POIOGEO DRORTAUNS 66. nee ceenne Siar ia adenine oat 1, 004 
Fan Tn ITE TO sch iwc cer ap secttetesen Ai betes 960 

a ar a etaaibiaiem iil a __ 85,919 


SUBSISTENCE IN KiInpD 
Budget activity No. 3—Subsistence in kind 


} 





Plus or 
Num- ; : | Fiscal year | Fiscal year | Fiscal year mae fiscal 

her Project title 1955 1956 1957 | Year 1957 
i , ae | minus fiscal 

| year 1956 

: : . 

3A | Subsistence in messes_.........------ |$47, 692, 151 |$50, 977, 000 |$51, 272, 000 + $295, 000 
3B | Operational rations.--..........-- -.-----| 2,661,631 | 2,901,000 | 3,834,000 | +933, 000 





Total obligations payable from appro- | 
SERA MEE ocitia cbinieducicanensaguannen 50, 353, 782 | 53, 878, 000 55, 106, 000 | +-1, 228, 000 


Mr. Sueprarp. All right, gentlemen we will take the next item 
on page 14 of the justification under “Activity No. 3 Subsistence in 
kind.” I find fiscal year 1955 had $50,353,782; fiscal year 1956, $53,- 
878,000; fiscal year 1957, $55,106,000, which shows a total increase 
of the subject matters reflected of $1,228,000 over fiscal year 1956. 


SUBSISTENCE IN MESSES 


You give me the increase under item 3A, “Subsistence in messes,” 
wherein you reflect a $295,000 increase. Explanation for it, please. 

Colonel Warkins. That would be directly related to the increased 
strength. 

Mr. Suerrarp. Totally attributable to that reason ? 

Colonel Warxrtns. Yes, sir. 


OPERATIONAL RATIONS 


Mr. Sueprarp. Your next item under 3B, “Operational Rations,” 
increase reflected is $933,000. Explanation for that? 

Colonel Watkins. Directly reflected as increase in the operational 
rations, and we have added field cookers this year for the first time 
in several years, $256,000 worth of field cookers. That is an item that 
is directly related to preparation of the package of operational rations. 
_ Mr. Suepparp. You arrived at these two figures on the same prem- 
ise you applied before and justified before this committee ? 

Colonel Warkrns. Yes. 
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Mr. Suepparp. Same format and same formula. 
Colonel Warxrins. Yes, sir. 


BASIS FOR FOOD COSTS 


Mr. WiccieswortH. What is the basis of the costs used here for 
food ¢ 

Colonel Watkins. That is data that is accumulated from January 
1955 through December 1955. 

Mr. Wiceteswortu. As of what date were these figures determined ¢ 

Colonel Warxins. This, sir, is reflected as of December 31, 1955. 

Mr. Wiceteswortn. In other words, the figures used all through 
this activity for price or cost are figures that were determined in 
December 1955 ? . 

Colonel Warkins. Yes, sir; an average of January through De- 
cember of 1955. There has been a slight decrease due to cost of food. 
It fluctuates. 

Mr. Wiceireswortrn. The determination was made in December 
based on experience in the preceding 12 months? 

Colonel Warxrns. The determination of the rates used in this 
estimate were made as of December 31, 1955, and reflects experience 
data obtained throughout fiscal year 1955. I indicated a moment 
ago that it was calendar year 1955. I wish to correct that; I should 
have stated fiscal year 1955. 


OPERATIONAL RATIONS 


Mr. Wiccieswortu. Now, looking at page 50 of the justifications, 
item B, “Operational rations,” requests an increase from $2,901,000 
to $3,834,000, or $933,000—approximately 33 percent. That appears 
to be broken down on page 53 of the justifications. 

Why do you need $300,000 more for operational rations, individual 
type C, than you needed in fiscal 1956? 

Solonel Warxins. The estimate of the packaging of operational 
rations is based on code plans submitted to us by the G-3 section. 

Mr. Wiceteswortu. That may mean something to you, but it does 
not mean much to me or to a reader of this record. 

Colonel Watkins. It means we have to take the figures they esti- 
mate in planning. 

Mr. Wicceieswortu. Does anybody here know why you need $300,- 
000 more than you need to buy this year ? 

General Parr. My planning officer will attempt to answer it. 

General Snepeker. We have certain code plans that require deploy- 
ment of services to certain areas upon certain contingencies. This 
would involve presumably combat in the trip and to provide opera- 
tional rations such as field rations, basically canned rations to be used 
in the field that do not have to be cooked, just warmed. 

Mr. Wicetesworrn. All I know from this table is that in 1956 you 
required 1,085,274 individual type C rations. Now you come before 
us today and say that is not enough—you want 1,334,799 of these type 
C rations. I want to know why. 

General Snepexer. To meet the requirements of the deployment. 

Mr. WiceieswortH. That does not tell me anything. You are not 
asking this committee to take this figure on blind faith. 
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Mr. Suxepparp. General, does somebody have a more descriptive 
answer ¢ 

General Pare. All I can say, sir, is I think it means there are more 
people involved in this code plan than last year. That is as far as I 
can answer the question. We will attempt to give you detail. 

Mr. WicGiEswortH. Somebody must have worked this out, and 
maybe it is in here, but I cannot find it. . 

General Pate. I have looked, too. We will attempt to answer your 
question in detail. _ 

Mr. Suerparp. Will you have the answer this afternoon / 

General Pare. Yes, sir. 

(The following information was furnished :) 

The increase of 249,524 type C rations, 66,540 5-in-1 rations and the increase of 
60,000 food packets, individual assault, over that contained in the fiscal year 
1956 estimate is attributable to an increase in the availability of personnel in the 
Fleet Marine Forces in fiscal year 1958 due to a more stable personnel strength. 
Rations purchased during fiscal year 1957 are to provide a safety level for the 
planned fiscal year 1958 availability of personnel in the Fleet Marine Forces. 


SMALL DETACHMENT RATIONS 


Mr. Wiceteswortu. I notice under “Rations, small detachment,” 
“5 in 1,” whatever that is. 

General Pare. Five in one. 

Mr. Wiceiesworrn. You want about a 50-percent increase in the 
number of those rations. 

General Pare. That would be for the same reason, sir. 

Mr. Wiecteswortn. Probably the same explanation when we get 
it will take care of both. 

Third, it has been referred to, but I notice you want to acquire 
5,657,143 field emergency cookers. I do not know how many we have 
had, but we at least did not purchase any in the current year. What 
is the situation there? 

Colonel Warxins. Those cookers—this is the first time they have 
been added in several years. We have been working out of previous 
stocks. The cooker itself is a device to heat the packaged operational 
rations. 

Mr. WiceLeswortn. How many do we have now? 

Colonel Warxrns. I will have to insert that in the record later, sir. 

Mr. WiceieswortH. Will you do that, please ? 

Colonel Warxtns. Yes, sir. 

(The following information was furnished :) 


Emergency cookers on hand as of February 14, 1956: 1,031,986. 


Mr. Wicerrswortu. Is this request based on the fact that what we 
have are wearing out? 

Colonel Warkins. No, sir; they have been using them in training. 

Mr. WiccLeswortu. Why do we need 314 million more? 

Colonel Watkins. We have found by experience the allowance, 
necessary allowance, to be three of these cookers per C ration. 

_General Pare. These are expendable. You do not use them again, 

sir. 

Mr. WiceieswortH. How big are they? 

Colonel Warxtns. I have one here if you would like to see it. This 
is the cooker. 





(Discussion off the record.) 

Mr. Wieeiesworrn. It is a small piece of burning fuel that can be 
used once only. 

Colonel Warxktns. Yes, sir; it has a technical name about that long 
that I do not have at this time, sir. 

Mr. WicetrswortH. Why have we not employed them in recent 
years ? 
* Colonel Watkins. We have been using out of stocks that we had 
on hand up to this time, sir, and have almost exhausted those stocks, 
The first purchase since 1945. We had World War II stocks left over. 

Mr. Wiaereswortn. I think that is all, Mr. Chairman, subject to 
the explanations to be furnished. 


INCREASE IN NUMBER ENTITLED TO RATIONS 


Mr. Osrertrac. General, there probably is a simple answer but 
under the detailed information on page 52, for fiscal 1956 it shows 
total number entitled to rations of 145,690, at a cost of $56,168,000. 

This year you call for rations under subsistence in messes for 146,- 
755, or an increase of about a thousand people, at a cost of $56,483,000 ; 
in other words, there is an increase of about $300,000 in a cost for a 
few more men, except that the fact remains your food costs and other 
subsistence costs are down. How does that fall into place? Is there 
some adjustment here, Colonel, that accounts for that difference? 
What is the increase? Is the increase of 1,000 for 1957 the differ- 
ence in actual cost, of about $300,000 ? 

Colonel Warkrns. I want to make sure I understood your question. 
Is it related directly to the original cost ? 

General Pare. I think that is the correct answer. 

Mr. Osrerrac. In other words, increase in number entitled to sub- 
sistence in fiscal 1957 of about a thousand is going to be the difference 
between the $56,483,000 and the $56,168,000 for this last year ? 

General Parr. Yes, sir; roughly a dollar a day for a thousand men. 

Mr. Osrertac. Why do you have such a difference in the increase 
in men requiring subsistence when there is a decrease in personnel ? 

Colonel Prarr. The average strength goes up 1,991, but the number 
of people who get rations under this does not go up that much. 

Mr. Sueprarp. Let the record show due to the visiting dignitary 
from Italy, to wit, the President of that country, we adjourn until 
2 o'clock. Ordinarily this committee adjourns to 1:30 and barring 
emergency we will adhere to that schedule. 


MoveMENTS, PERMANENT CHANGE OF STATION 


Butget eninity No. om Movements, permanent, change of station 


ik 
| Plus or minus 
‘iscal year | Fiscal year | Fiscal year (fisc al year 
| 
| 


cd 
ve 


Number and project title 1955 1956 1957 1957-fiscal 


| y ear 1956) 


| 
a - oe — — ——-} — — apaitete — 


4A. PC 8 movements of individuals 5 : | $19, 777, 734 $24, 506, 000 $27, 515,000 | +-$3, 009, 000 
4B. PCS movements, MSTS--.- ; 4, 315, 896 4, 740, 000 | 4, 194, 000 | — 546, 000 


Obligations payable from appropriated | | 
funds | 24, 093, 630 29, 246, 000 | 31, 709,000 | +2, 463, 000 





119 


Mr. Suepparp. We will pick up the next item reflected on page 
16 of the justifications as “Movements, permanent change of sta- 
tion,” wherein I find the funds requested in 1955 were $24,093,630 ; 
in fiscal year 1956, $29,246,000, and in fiscal year 1957, $31,709,000, 
which reflects a total increase of $2,463,000. 


MOVEMENTS OF INDIVIDUALS 


Pick up item 4A “Movements of individuals”. What is the rea- 
son for the increase of some $3 million involved there ¢ 

General BerKkeLry. Basically that ties back to the heavy gains in 
new enlistments, new people coming in, who have to be trained and 
then distributed to their training station. 

Mr. SuHepparp. It covers the expenditure activity in that type of 
operation; is that correct? 

General BrerKetey. Yes, sir. 

Mr. Suepparp. You show an increase under “Permanent ae 
of station for enlisted personnel” from 127,960 last year to 151,02: 
this year. Why? 

Colonel Drake. The increase in 1957 is due to the higher turn- 
over, which requires more moves to train new men and more moves 
to fill vacancies. 

Mr. Sueprarp. How does the turnover compare in 1956 and 195 

Colonel Drake. 1957 is higher. 

Mr. Suepparp. How much higher ? 

Colonel Puatr. In fiscal 1956, for enlisted to which you are re- 
ferring, our gross gains are 67,646 compared to gross gains in 1957 
of 90,804. 

Referring to losses, in 1956 they are 71,549 and in 1957, 85,919. 

Mr. Suerparp. Does that comprise the sole reason ? 

Colonel Piarr. With reference to permanent change of station? 

Mr. SuHepparp. Yes. 

Colonel Piarr. That and replacing people who are leaving; yes, 
sir. 

COMPUTATION OF RATES FOR MSTS 


Mr. SHeprarp. Under item 4B, I notice MSTS rates as used in 
the computation are somewhat questionable, and I would like to 
have the date established specifically at which you arrived at that 
computation. In other words, what was the date this estimate was 
compiled ? 

General Anprrson. I do not have that figure with me and will have 
to supply it for the record. 

Mr. Surrrarp. By the way, whenever an interrogation comes from 
this side of the table, if you do not have the answer, say so and later 
supply it for the record. That is always permissible, because you 
cannot anticipate all that we might inquire into. 

(The following information was furnished :) 

The estimate for the 1957 column totaling $4,194,000 was computed in De- 
cember 1955 and reflects the latest rates effective July 1, 1955. However, the 
1956 column totaling $4,740,000 was computed in November 1955 and does not 


reflect the latest rates. The true total for the 1956 column computed at the 
latest rates effective July 1, 1955, is $4,216,000. 
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Mr. Suerrarp. How do those rates compare with the preceding fiscal 
year rates? Do you have that information with you? 
General Anperson. I do not have that. 
Mr. Suerprarp. Supply it for the record, please. 
General ANpbERSON. Yes, sir. 
(The following information was furnished :) 
The rates for MSTS in the tariffs effective July 1, 1955, as compared to rates in 


the tariffs effective July 1, 1954, provide for decreases of about 19.9 percent for 
passengers and increases of about 17.8 percent for cargo. 


PASSENGERS 


Average rate per capita, tariff July 1, 1954 
Average rate per capita, tariff July 1, 1955 


CARGO 


(A measurement ton is 40 cubic feet.) 


Mr. Suerparp. I also note a sharp increase in the MSTS cargo rates 
from $152 per move last year to $176.05. Why? 

General Anperson. The previous figure was supplied inerror. The 
correct figure is $176. 

Mr. Suepparp. No; I am asking you the difference between last 
year’s rate of $152 against this year’s rate of $176.05. Do you mean 
to tell me the rate of $152 was in error, or the rate of $176 is in error? 
Which of the two? 

Mr. Gituir. The $152 really should be revised. The 1956 column of 
$152 should be revised to $176. 

Mr. Suepparp. And with that revision, there is no difference? 

Mr. Guu. That is right. 


TRANSPORTATION OF DEPENDENTS AND HOUSEHOLD EFFECTS 


Mr. Suepparp. Is there any other feature that we have not covered 
that reflects the total increase in your requirements under the two cate- 
gories of 4A and 4B other than what I have inquired into and to 
which you have responded? Is there any other operation or require- 
ment in there that you have not covered, that resulted in the increase 
or contributed to it? 

Colonel Piarr. There is only one other item; that is the transpor- 
tation of dependents and household effects. As the longevity of the 
marines increases, so does the number; we have more that have de- 
pendents and therefore have more of a transportation item. 

Mr. Sueprarp. That would apply to both categories 4A and 4B, 
would it not, to a minor degree? 

Colonel Piatt. Yes, sir. 

Mr. WiceteswortH. What is the basis of the rates furnished here 
for transportation ? 

Colonel Drax. The rates for the movement of personnel are com- 
puted from an experience factor for the period December 1953, to 
November 1955. 

Mr. WiccteswortH. That is for what? 

Colonel Draxr. The movement of personnel. 
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Mr. WiceLeswortH. You say you do not know the MSTS picture. 
How about other rates in here? 

Colonel Drake. I do not have that. 

Mr. WiccieswortuH. I do not care who answers it. 

General Anperson. The rates on the MSTS are taken from the tariff 
schedules published in July. 

Mr. Wiccteswortu. Are these MSTS rates figured as of July 1955? 

General Anperson. As of July 1955; yes, sir. 


TRANSPORTATION BY COMMERICAL CARRIER 


Mr. Wiceteswortu. We have discussed the rates for transporta- 
tion of personnel, as I understand it. How about the rates for other 
transportation ? 

General Anprrson. The transportation by commercial carrier is 
based on the experience factor as the average cost per movement. 

Mr. Wicctesworrn. As of what date? 

General AnpERsoN. That would be the computation by fiscal year. 
The last one would be June 30 last year. 

Mr. Wiacciesworri. You are talking now about cargoes as distinct 
from personnel ? 

General Anperson. Yes, sir. 

Mr. Wiccteswortu. The effective date for cargo, whether MSTS 
or otherwise, would be roughly June or July of 1955. 

General Anperson. Yes. sir. 


INITIAL TRAVEL 


Mr. WiccteswortH. Looking at your breakdown beginning on page 
56 of the justifications, initial travel shows an increase of $678,000, 
with an increase in the estimated number making initial travel from 
51,360 to 66,150. Is that all recruits? 

Colonel Draxe. No, sir. It is officer candidates, women recruits, 
new male recruits, broken reenlistments, and reserves to active duty. 

Mr. WiceteswortnH. And why is that number so much higher in the 
current year ? 

Colonel Drake. That is because in fiscal year 1957 there is higher 
turnover, requiring more gains. 

Mr. WiccLeswortH. Give me its turnover figure again. 

Colonel Piarr. In the figure which I gave before the gross gains 
are a little higher than this figure—67,646 in 1956 and 90,804 in 1957. 

Mr. Wiccteswortn. Is that synonymous with turnover ? 

Colonel Piarr. Yes, sir. In 1957 there are heavier losses and heavier 
gains. 

Mr. Wiccieswortn. What are those figures you just gave me? 

Colonel Piarr. Just the gains. The losses in 1956 are 71,540; in 
1957, 85,919. 

Mr. WiceieswortH. When you talk about turnover, you add the 
two; do you not? 

Colonel PLatrr. We refer to the two; yes, sir. 

Mr. Wiccteswortn. So, roughly speaking, there are 140,000 as 
against 175,000—about a 35,000 increase in turnover. Is that right? 

Colonel Piatr. No, sir, I do not have it computed that way. I have 
it computed as a percentage of our average strength. 
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Mr. WiceLteswortn. You gave me, as I understood it, 68,000 gains 
and 72,000 losses in 1956 and you gave me 90,000 gains and 85,000 losses 
in 1957. 

Colonel Piarr. Yes, sir. 

Mr. WieeLEswortn. So the difference would be an increase of about 
35,000 turnover ¢ 

Colonel PLarr. Yes, sir. 

Mr. Wiac6LesworrH. Or 25 percent. 

Colonel Piarr. Yes, sir. 


TRANSPORTATION OF DEPENDENTS 


Mr. WiaeieswortH. Under dependents, enlisted on page 57 of the 
justifications, the rates remain the same. The estimated number of 
dependents increases from 16,051 to 21,500, or about 5,449, with a 
dollar increase of $654,000. How have you arrived at that estimated 
increase ? 

Colonel Piarr. We have experience data on the average number 
of dependents by grade, and the sergeant in order to move his de- 
pendents has to have 7 years’ service. No; he has to be a sergeant 
with over + years’ service. We project that experience data into the 
future, taking into consideration our promotion schedules to arrive 
at the increase in number of dependents. 

Mr. Wiceieswortu. Is this movement overseas, or movement 
anywhere ? 

Colonel PLarr. Movement anywhere, I believe. 

Colonel Drake. Yes, sir. 

Mr. Wiceteswortu. How good is that figure in the light of ex- 
perience? For instance, how good was your figure in 1956 of 16,051 
as you estimate it now? 

Colonel Piarr. I do not have that, but I will furnish it for the 
record. 

Mr. Wiceieswortn. It is all computed on the basis of experience 
in respect to the different grades ¢ 

Colonel Piarr. Yes; and, as the longevity increases, so naturally 
the number of dependents increases. 

Mr. Wicc.eswortu. Up to a point. 

(The following information was furnished :) 

During the first 6 months of fiscal year 1956, 6.346 enlisted Marines moved 
dependents, or 40 percent of the estimated number of 16,051. This experience 
compares favorably with the estimate when other factors are considered. For 
example, only 42 percent of the gross enlisted losses occur during the first 6 
months of the fiscal year. Heavier enlisted losses during the last half of the 
year will generate increased dependents moves. 


HOUSEHOLD EFFECTS 


Mr. WicGLesworrH. On the same page 57, under household effects, 
you have a big increase under enlisted personnel which seems to result 
in an increase from 16,642 to 21,500 for shipment of household effects. 

Colonel Drake. Yes, sir. 

Mr. Wicctesworrn. How do you estimate that? 

Colonel Draxr. That would be on the same basis as dependents 
movement—the increased number of marines who become entitled to 
the shipment of household effects. 
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Mr. Wia6iesworrn. But you have an increase in dependents of 
5,549 and only have an increase for household effects of 4,858. 

Colonel Drake. In 1955 the Joint Travel Regulations were changed 
to entitle sergeants with over 4 years’ service to move dependents 
mstead of sergeants with over 7 years’ service, At the same time the 
regulations also were changed to entitle only sergeants with over 4 
years’ service to ship household effects instead of all sergeants. How- 
ever, those sergeants with less than 4 years’ service at the time of the 
che ange still were to be entitled to ship household effects. This caused 
it higher estimate for the shipment of household effects over the move- 
ment of dependents in fis a year 1956, which in turn is responsible 
for the difference in the cited increases. 


SHIPMENTS BY CONTRACTUAL SERVICES, ENLISTED 


Mr. WicGLtesworrH. Your shipments by contractual services, en- 
listed, are also going up in number about 30 percent. What does that 
mean ¢ 

Major Wuirr. The contractual services are related to the number 
of people to move. Not all of them get contractual services. Con- 
tractual services are those services rendered in addition to transpor - 

tation, such as packing, crating, storage, and so forth, and this in- 
creases in relation as the number increases. 

Mr. WicGLesworrn. You give us a number of $489,000 in 1956 and 
now you say you need $632,000. How do you arrive at that figure ¢ 

Major Wuire. It is based on experience and also the fact there is 
now nontemporary storage included. 

Mr. Wicoiesworrn. There is nothing very specific in these jus- 
tifications as to how you get any of this, i is there; there are just these 
two pages in front of us? 

Major Wurrr. That is right, sir. 

Mr. WicciesworrH. When you revise your remarks, give us some 
explanation of the mathematics so that we can have some idea of how 
you arrived at the estimate. 

Major Wurrr. Yes, sir. 

(The following information was furnished :) 

- explanation of items of travel which show an increase in 1957 is given 
below. 


Initial travel.—The number of enlisted marines on initial travel is broken 
down into five categories as follows: 


Category Number 
Officer candidates ; 944 
es lee sacs bshb iets salah ge leectaee och ik tat 980 
Reservists to extended active duty__-.____.____-______ eee Sie 12, 450 
Comaneour aan erouem Toemiiatments...............-.--- 1, 500 
Recruits through Recruiting Service__________________-_~_- WE inca aa anaes 50, 276 

66, 150 


The foregoing numbers were derived from an enlisted gain and loss statement 
which shows all anticipated losses and gains which will occur during the budget 
year. These losses are determined from personnel accounting data on the num- 
ber of marines scheduled for expiration of enlistment or release from active 
duty, by month, during the budget year. These losses, based on a specific date, 
are projected into the budget year. 

Based on experience data, the scheduled monthly losses are reduced because 
of circumstances occurring prior to the month of scheduled loss (e. g., deaths, 
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early discharges to reenlist, hardship discharges, disciplinary separations, physi- 
cal disabilities). In addition to the reduced scheduled monthly losses, a cer- 
tain percentage of the remaining enlisted strength of the Marine Corps, based 
on experience data, will become losses. These are categorized as follows: 

Attrition (e. g., deaths, and separations due to disability, punitive action, ad- 
ministrative reasons) ; 

Integration (i. e., enlisted reservists who enlist in the regular Marine Corps) ; 

Sarly discharges to reenlist; and 

Marines discharged to accept appointment to officer or warrant officer status, to 
enter service academies, and NROTC programs. 

From the total losses it is possible to determine the total gains required. 
Included in the total gains are estimated reenlistments, Reserve integrations, 
and temporary officer reversions to enlisted status. These gains, subtracted 
from the total losses, result in the estimated requirement of 66,150 accessions 
from civil life who perform initial travel. 

The average rate of $45.84 is based on experience data for fiscal year 1955. 
During 1955, the average murine traveled 764 miles, which represents the 
distance from the recruiting station to the recruit depot, or from the home 
of record to the first duty station. The 764 miles at 6 cents per mile results 
in the average rate of $45.84. 

Graduate recruits to first permanent-duty station.—Thé above mentioned en- 
listed gain and loss statement also contains the monthly input to the recruit 
depots for the budget year. In addition, the enlisted gain and loss statement 
for the current year is revised at the time of preparation of the budget year 
statement. From these two statements, the number of graduate recruits to 
first duty station is derived. This number represents the total input to each 
recruit depot for the months of April 1956 through April 1957, reduced by a 
7 percent attrition factor. It is 58,505 graduate recruits. The 7 percent 
experience factor represents the number of recruits discharged during recruit 
training for the following major causes: Physicial disability, unsuitability, un- 
desirable, and minority. The last quarter of the current year, rather than the 
budget year, is used because of the length of time spent at the recruit depots 
(i. e. about 3 months). 

The average rate of $37.92 is based on an analysis of experience factors for 
23 months (December 1953-November 1955), plus a consideration of foreseeable 
future travel patterns for the graduate recruits. The average number of 
miles used is 632. The 632 miles at 6 cents a mile results in the average rate 
of $37.92. 

PCS, CONUS.—Based on 2 years of experience and utilizing the results of 
recent extensive studies in this area, it is anticipated that 44,150 enlisted 
marines will be moved at an average distance of 849 miles, or an average cost 
of $50.94. Permanent change of station moves must be made for a multitude 
of reasons and in some categories remain fairly constant from one year to 
the next, depending on the size of the Marine Corps. Types and numbers of 
moves included in this item are: 12,500 to fill billet vacancies caused by attri- 
tion: 8,000 reenlistment incentive moves; 16,500 to and from schools; and 
7,150 to and from specialized duties such as Reserve unit inspector-instructor 
staffs, recruiitng and State Department guards. 

Redeployment of aviation units in CONUS.—It is estimated that 5,154 enlisted 
Marines will move an average of 384 miles, at an average cost of $23.04. This 
data is based on the plan to move 8 aircraft groups and 3 squadrons, none of 
which will involve transcontinental travel. These moves consist of 1 group 
from the Marine Corps Air Station, Cherry Point, N. C., 1 group from the Naval 
Auxiliary Air Station, Edenton, N. C., and 3 squadrons from the Marine Corps 
Air Station, Miami, Fla., all moving to the Marine Corps Auxiliary Air Station, 
Beaufort, S. C. The remaining group will move from the Marine Corps Air 
Station, El Toro, Calif., to the Marine Corps Air Station at Mojave, Calif. 
These moves are necessary to relieve overcrowded conditions at existing fields 
as the fields at Beaufort, 8S. C., and Mojave, Calif., become available for 
occupancy. 

Dependents.—To arrive at the number of enlisted dependent moves, it is first 
necessary to determine what percent of the enlisted Marine Corps will be ser- 
geants or above with over 4 years’ service and with dependents. The number 
who will be sergeants or above with over 4 years’ service is obtained from the 
average enlisted grade distribution by longevity (from which basic pay for 
enlisted Marines is calculated). This average grade distribution by longevity 
is based on the number of marines on-board as of December 31, 1954, projected 
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to December 31, 1956. This projection is affected by enlisted gains, losses, and 
promotions which, in turn, are affected by authorized begin and end strengths, 
reenlistment rates, and various attrition rates. From this average grade dis- 
tribution by longevity is calculated the number of Marines who are expected 
to be married and/or have dependents, including a breakdown by those with 1, 
2, or 3 or more dependents. Dependent determination is based also on experi- 
ence factors as affected by future gains, losses, and promotions. From the 
grade distribution by longevity data it is possible to estimate what percentage 
of the enlisted Marine Corps will be sergeants with over 4 years’ service and 
above with dependents. In fiscal year 1957, this is estimated to be 19.1 percent 
of the total enlisted average strength. 

It is next necessary to determine the number of enlisted moves which are ex- 
pected to be made during the budget year. ‘These moves include the following: 
PCS, CONUS: rotation from overseas, including security forces; travel to 
ground replacement drafts and security forces; travel to aviation replacement 
drafts; redeployment of aviation units in CONUS; separation travel; and deaths 
(dependents move). ‘The total of these moves amounts to 173,178. Moves such 
as initial travel and graduate recruits to first permanent duty station are not 
included because these marines, being in the lower two pay grades (E-1 and E-2) 
are not authorized to move dependents. 

Experience has shown also that only 65 percent of the marines who have de- 
pendents actually move them on permunent change of station. 

By utilizing the foregoing data and factors, the number of dependent moves is 
derived as follows: 

Moves X percent sergeants with over 4 years service and above 
X percent who move dependents= 
173,178 X19.1 percent X65 percent=21,500 


Household effects.—In fiscal year 1957, the number of marines who will move 
household effects is estimated to be the same as the number who will move 
dependents. Therefore, the method of calculation is identical with the preced- 


ing calculations. However, such is not the case in 1956. In 1956 it is estimated 
that there will be 591 more enlisted marines entitled to move household effects 
than dependents. This is caused by a change in Joint Travel Regulations which 
went into effect on April 1, 1955, and provided that: 

“Members serving in pay grade E-4 on March 31, 1955, who have 4 years 
service or less shall continue to be entitled to shipment of 3,000 pounds of house- 
hold goods upon permanent change of station until they are promoted, demoted, 
or complete more than 4 years service, whichever occurs first.” 

Contractual services.—The estimated number requiring contractual services 
is determined by applying the experience percentage factor (i. e., 60 percent) 
to the number of estimated movements of household goods. ‘Thus, 21,500 esti- 
mated enlisted household effects moves in fiscal year 1957 multiplied by the 
60 percent, produces 12,900 contractual services. 

Dislocation allowance.—The percentage of marines who are estimated to 
be in the grade of sergeant with over 4 years service and above with dependents 
(i. e., 19.1 percent) calculated for dependents travel and household effects moves 
is used in this item also. However, the number of moves which entitle marines 
to dislocation allowance is far smaller than for dependents moves because 
marines being separated from active duty are not entitled to dislocation allow- 
ance. In 1957 it is estimated that 87,518 such moves will be made. Again it 
is estimated that only 65 percent of the marines who have dependents actually 
move them. 

By utilizing the foregoing data and factors, the number estimated to be 
entitled to this allowance is derived as follows: 

$7,518 X19.1 percent X65 percent= 10,865 
Of the above number, it is estimated that 32S own house trailers and will move 
them during the budget year, for which they will elect the trailer allowance in 
lieu of the dislocation allowance. 
10,865—328—10,537 

Of the 10,537, it is estimated that 57.6 percent will have 1 or 2 dependents and 
be entitled to $77.10 dislocation allowance while the remaining 42.4 percent will 
have 3 or more dependents and be entitled to $96.90. From this data the average 
rate of $85.08 is derived. 
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DISLOCATION ALLOWANCE 


Mr. WiceiteswortH. What about the dislocation allowance? I am 
not clear on that. That appears at the bottom of the same page. 

Colonel Drake. The dislocation allowance is the allowance payable 
in connection with permanent change of station after dependents have 
completed their travel. You will note it is lower than the number 
of dependents moving by virtue of the fact that not all moves have 
entitlement to dislocation allowance. The principal difference is 
movement for separation. Movement for separation entitles the mem- 
bers to transportation of dependents and household effects, but does 
not entitle them to the dislocation allowance. 


Oruer Costs 


Budget activity No. 5—Other costs 


| Plus or 
. 1 ie sie ‘minus (fise 
Pr Fiseal year | Fiscal year | Fiscal year cai (fiscal 
roject title ORE ork | 4 | year 1957- 
1955 1956 1957 e 
fiscal year 
1956) 
| anne 


5A | Apprenhesion cf military deserters, absentees, $32, 696 | $30, 000 | $30, 000 | 
and escaped military prisoners : 
| 


5B | Interest on enlisted personnel deposits | 34, 564 | 45, 000 55, 000 | +$10, 000 


5C | Death gratuity | 449, 203 | 555, 000 | 561, 000 | +6, 000 
5D | Premiuins on servicemen’s mortgage insurance. -| 1, 454 | 295, 000 110, 000 


|} —185, 000 
| | | . — 
Obligations payable from appropriated | 

funds 7 518, 007 | 925, 000 756, 000 — 169, 000 


1 = | 


Mr. Suerrarp. Pick up the next item reflected in the justifications 
under budget activity No. 5 entitled “Other costs” wherein reflected 
for fiscal 1955 you have $518,007 and in fiscal year 1956, $925,000, 
and in 1957, $756,000. That reflects in the last column a decrease of 
$169,000. What is the general statement covering this operation / 
Do you have one to make at this point ? 

General Parr. No, sir. 


PAYMENT OF PREMIUMS ON SERVICEMEN’S MORTGAGE INSURANCE 


Mr. Wicetesworrn. What has been the actual experience in the 
payment of premiums on servicemen’s mortgage insurance? ‘That 
shows a decrease of $185,000. What is the reason for that? One 
would obviously think that would be a category that would be in- 
clined to go up instead of down. 

Mr. Gitiie. Here again, unfortunately, the 1956 column should 
be revised to a more realistic figure of $37,000 for servicemen’s mort- 
gage insurance. 

Mr. Wiecieswortu. Mr. Chairman, ought not the changes we talk 
about now be reflected in the record ? 

Mr. Sueprarp. They will be placed in the record. 

Mr. WiccieswortH. With the revised amounts / 

Mr. Sueprarp. With the revised amounts; yes. 
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BAD CONDUCT DISCHARGES 


Now this may not be quite apropos at this point and I am address- 
ing this to the Commandant. It is brought to my attention because 
of an item reflected in 4A. While it is not directly a part of the 
expenditures involved there, nevertheless I have been requested by a 
Member of the House who is quite interested in the subject matter, 
to ask you for an expression of your attitude relative to the fol- 
lowing: 

What is the attitude of the present Commandant of the Marine 
Corps relative to men who have received bad conduct discharges in 
which there is no viciousness; in other words, perhaps they have been 
late in getting in, and so forth, and, of course, the bad conduct opera- 
tion is not always as acceptable as it should be; although under the 
military procedure there is not very much else you could do? 

In other words, do you figure under minor offenses, offenses not 
in a major category, that a man should be placed in the position of 
disfranchisement for the balance of his life? 

General Parr. My attitude is definitely that that is the last thing 
in the world you want to do to the boy. And it has been my ex- 
perience in commanding troops that that is the last thing we would 
do to him. 

When it is a bad-conduct discharge, it is usually an accumulation of 
so many things; it is not one isolated instance of just being over leave. 
Personally, I do not know of any bad-conduct discharges that were 
not the result of an accumulation of things. In other words, it was 
a last resort in our opinion. I feel very strongly that it should be 
only used as a last resort. i 

Mr. Suepparp. Here is a matter that was presented to me. I do 
not know anything about it individually, but I said I would inquire 
into it. It had something to do with the local aspect, meaning at the 
Washington level. 

Here is a youngster taken into the Marine Corps who had not reached 
his age of maturity; who, frankly, was not conversant with his obli- 
gations to an extent to have a degree of mature attitude, and they 
said he missed duty. In other words, he was away and exceeded his 
leave on three different occasions. There was nothing in his record 
that indicates theft or anything else of a disturbing character; there 
was no viciousness or anything like that. He just went away and 
stayed longer than he ought to. 

Let us put it this way: He was unruly to the extent of not accepting 
discipline and did not respond at the time he was supposed to be back. 
In one instance I am told his mother was on the west coast, and the 
boy just took off for the west coast to see his mother. He frankly 
reported in on the west coast, but was over leave. On something like 
three different occasions he was over leave and got a bad discharge. 

Now the Congressman said the man has been working here in 
Washington for 214 or 3 years, and his work and his responsiveness 
to the job has been very splendid. He has a very fine work reputation. 

He said “Why cannot something be done about the bad discharge.” 
I do not know. He said “We have asked the Review Board on 
two different occasions to review the finding, because we figure what- 
ever indiscretion he committed was of such character that he should 
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not have to continue his existence and be penalized by a discharge of 
that character.” He said the Review Board turned it down on 
the premise it is not recommended by the Marine Corps. 

Is that correct ? 

I do not know these facts myself; I am merely telling you what I 

yas requested to by the Congressman. ~ 

What are the circumstances of your activity there? In other words, 
what is the latitude which you, as Commandant of the Marine Corps, 
would have in a case of that character? Does the Review Board 
refer to you for reconsideration or any recommendation once a dis- 
charge has been issued ? 

General Parr. Actually that comes back to the Secretary of the Navy 
from the Review Board. I have never had one of those things 
actually referred to me. I frankly do not know; I have never had 
that come up since I have been here, and I would have to look into that. 
I would be very glad to look into the case, if you wish it. 

Mr. Suerparp. I will tell the Congressman to refer the case to you. 

General Pare. If he will, I will be very happy to look into it. 

Mr. Surprparp. I am under the impression, however, once that has 
occurred, that the Review Board has sole cognizance of the adju- 
dication. 

General Pars. I think you are right. 

Mr. Suerrarp. I do not think the case would be referred to you for 
further comments. 

General Pate. I think you are correct. I hesitate to say positively 
myself, because I have not been in command very long; although there 
may be some legal aspect that would permit it. 


Mr. Suepparp. Are there any questions pertaining to budget item 
No. 5% If not, we shall proceed to consideration of the next appro- 
priation item. 
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Program and financing 


= 
| 1955 actual | 1956 estimate 1957 estimate 





























Program by activities: | 
Direct obligations (volume of obligations for service ac- 
count): | 

i SRNL. sci cine ch dweweseniiewsmnnsnnee $12, 343, 483 | $19,706,000 | $25, 454, 000 

2. Reserve officer candidates. .........................| 1, 411, 110 | 826, 000 | 1, 346, 000 

Se Ce IID. «odes cecccenetacdcontonun 13, 754, 593 20, 532, 000 | 26, 800, 000 
Reimbursable obligations (volume of obligations for other | | 
accounts) : 

ee a ana Saino ennai alin 596, 303 1, 000, 000 | 1, 000, 000 

I IE 5 carted hein ng ctdb do cenp norpegced | 14, 350,896 | 21, 532, 000 | 27, 800, 000 
Financing: } 

Advances and reimbursements from other accounts... -_._. —438, 027 —857, 000 —857, 000 

Reimbursements from non-Federal sources (67 Stat. 357) .. —158, 276 | —138, 000 — 143, 000 

Unobligated balance no longer available__..............-- 2, 995, 407 DP Nedadsistedanes 

| 16,750,000 | 20,606,000 | 26, 800, 00 


Appropriation 
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Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


Direct obligations (volume of obligations for service accounts): 
01 Personal services: Military $17, 866, 000 
02 5, 263, 000 
07 Other contractual services : 6, 000 
08 Supplies and materials 3, 588, 000 
12 Pensions, annuities, and insurance claims 77, 000 


Total direct obligations 26, 800, 000 
— obligations (volume of obligations for other ac- 
counts): 
08 Supplies and materials . 1, 000, 000 


Total obligations 


Budget authorizations, expenditures and balances 


| 
1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 
A proceteven $16, 750, 000 
Obligated balance brought forward 2, 082, 684 
Increase in prior year obligations 172, 510 


Total budget authorizations vailable.............------ 19, 005, 194 





EXPENDITURES AND BALANCES 
Expenditures: 
Out of current authorizations 9, 962, 212 12, 000, 000 
Out of prior authorizations 2, 034, 282 3, 000, 000 
Sk os cecueheals 11, 996, 494 15, 000, 000 
Balance no longer available: | 
Unobligated 2, 995, 407 69, 000 
2, 671 107, 622 100, 000 
4, 010, 622 9, 917, 000 16, 617, 000 


| 19, 05, 194 | 25, 098,622 | 36, 717, 000 





Now we come to Reserve personnel, Marine Corps, for which you 
are requesting $26,800,000. 


UNEXPENDED BALANCE 


Mr. Sueprarp. I would like to call your attention to the unexpended 
balance reflected on page 3 of the green sheets which shows in 1955 
$4,010,622, in 1956, $9,917,000, and in 1957, $16,617,000, or an increase 
from $4 million in fiseal 1955 to almost $10 million in 1956 and to 
$16.6 million in fiscal year 1957. 

Give us an explanation as to why. 

General Suour. The difference in the green sheet indicated herein 
actually consists of a difference of opinion as to the amounts that 
would be in that category. 

Mr. Suerparp. A difference of opinion based upon what? 

General SHovur. The figures that we believe and submitted are as 
follows: In the 1955 column, $4,010,622 ; in the 1956 column, $4,405,000, 

Mr. Suerparp. I am sorry; I do not agree with you. My reflection 
of that column is not that figure. 

General Suour. I am reading the figures of the Marine Corps. 

Mr. SHerparp, It is the difference of opinion that you are explain- 
ing ? 

General SHourp. Yes. 
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Mr. Sueprparp. Proceed. 

General SHoup. And for the 1957 column, $5,398,000. These fig- 
ures are in the same category as those I discussed in the previous appro- 
priation and they are in fact, a reciprocal of expenditures. Our ex- 
penditure plan is such that at the present time we are just about on 
schedule with our expenditures. Thus, there is a possibility that the 
figures in the green sheet will finally more correctly reflect the proper 
figure than the ones we turned in for this purpose. 

Mr. Suepparp. Where does the optimism come from? Does it come 
from a less amount of bugs in the ae category? ‘There is a hiatus 
in here, and I am trying to find out where it is and who is responsible. 

General Suovur. It came from sources other than the Marine Corps. 

Mr. SuHepparp. For example? 

yeneral SuHour. As far as my branch is concerned, we submit the 
green sheets and they come back in galley proofs and there are some- 
times changes in our submissions. In many cases we agree with them, 
because they discovered some item that we were unaware of. In the 
final analysis, whether we agree or not, as far as I know, the Bureau 
of the Budget has the last look at the galley proofs. What may hap- 
pen between the Marine Corps and the Bureau of the Budget I have 
no knowledge of. 

Mr. SuHerparpD. So that when we, as the committee, inquire into these 
funds and the appropriation therefor as provided in the past, this 
shows the increase in 1955, 1956, and a finalization in 1957, does it not? 

General Suovur. Yes, sir. 

Mr. SHepparp. And the figures you submitted were different from 
the $16,617,00. What was the difference between your figures and 
the figures reflected here ? 

General SHoup. A difference of some $11 million which we felt we 
could pay in 1957 and would not carry over for payment into 1958. 

Mr. SHepparp. And apparently there was a difference of opinion 
at another level ? 

General SHour. Yes, sir. 

Mr. Suerrarp. Is the expenditure plan geared to the figure the 
Marine Corps presented, or the figure that is reflected here as being 
the mandatory figure upon the part of the Bureau of the Budget? 
Which of the two? 

General Suovr. I believe that the expenditure plan is based upon 
the figures as printed in the green sheets. And, as I have stated, the 
actual expenditure plan totalwise as of this date—to give you an 
example, our expenditure plan total appropriationwise is $1,110 mil- 
lion for 1956 and as of January 31, 1956, we had expended $589,838,437. 
Also our evidence to date for February indicates that our expenditure 
plan will be continuing at about this schedule, or a bit ahead of that. 

Mr. Suepparp. As I analyze the picture on the green sheets, that 
leaves you about $7 million in the expendable category, doesn’t it? 

General Sour. Well, we have—— 

Mr. SHepparp. Taking the figure of the total expenditure—— 

General SHovur. There is $6 million carryover into that last year. 

Mr. SuHepparp. Your estimates reflect $15 million? 

General Sour. Yes. 

Mr. Sueprparp. Is it contemplated you will be able to expend the 
balance? 
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General Suovr. Not in 1956. A great many of the amounts not 
payable in this fiscal year built up terrifically in the month of June. 
That is the month where large numbers of reserves go to active duty 
trainifig, and this year the number will be considerably larger than 
it was last year. 

The payment of those bills of necessity carry over into the next 
fiscal year. 

Mr. SuHeprarp. Am I to construe from your statement, then, that in 
your obligated balance carried forward as reflected, your accumula- 
tion of last year plus those contemplated will resolve itself finally into 
$16,617,000% Is that a proper assumption or an improper one? Iam 
looking at that balance as reflected here for fiscal year 1957, and then 
the obligated balance carried forward which reflects the figure of 
$16,600,000. 

General Suovur. That figure, sir, is too high. 

Mr. Suepparp. The figure of $16,617,000 is too high? 

General Suovr. It is my estimate that it is too high; yes. 

Mr. Suepparp. By how much? 

General SHovur. By something like $11 million. 

Mr. Suepprarp. When the transcript comes down to you I wish you 
would revise this in order to bring these figures into line, would you? 

General SHour. In the previous appropriations ? 

Mr. Sueprarp. Yes. 

Perhaps if we get that we will have it more or less put together in a 
more understandable fashion. 

General SHoupr. Yes, sir. 

(The information requested is as follows :) 


Obligated balance carried forward 


Fiscal year Fiscal year | Fiscal year 
1955 1956 1957 





$16, 617, 000 
5, 398, 000 


Green sheet figures.............-.----- (cans pecaeecenesewel ne $9, 917, 000 
Marine Corps estimate ----..-...--..----- aenaael 4,010, 622 4, 405, 000 


REPROGRA MING 


Mr. Suepparp. What is the explanation of your reprograming? 
Give me that in brief, will you? What has that had to do with the 
total picture? 

Colonel Lona. Primarily our reprograming in fiscal year 1956 has 
been the result of two things: A reduction in expenditures below those 
originally planned and appropriated for because of some limited fail- 
ure to get strength, and the insertion of additional expenditures by 
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reason of the insertion of the 6-month training, a new program occa- 
sioned by the legislation of last August. 

Other than that we have generally spent the money for whatever 
it was appropriated. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Sueprarp. At this point, Mr. Reporter, we will insert pages 2 
through 8 in the record. 
(The pages referred to are as follows:) 


JUSTIFICATION OF ESTIMATES FOR FiscaL YEAR 1957 


Reserve Personnel, Marine Corps—Appropriation introduction 


Fiscal year Fiscal year Fiscal year 





1955 1956 1957 
ADDEODCIIIIIE OF CRRIIIOID Te, 6 oc oss oe cin ocwdviccecuubdecauwes $16, 750,000 | $20, 606, 000 $26, 800, 000 
Net adjustments (transfers, balances, etc.)..............-.-.-- —2, 995, 407 EE Boo ace cece 
Total obligations payable from appropriated funds---_-_- 13, 754, 593 20, 532, 000 26, 800, 000 





The general purpose of the appropriation “Reserve personnel, Marine Corps” 
is to provide for pay, allowances, clothing, subsistence, gratuities, and travel, as 
authorized by law, for personnel of the Marine Corps Reserve while undergoing 
reserve training, or while performing drills or equivalent duty, and for members 
of the Reserve officer candidate programs on active duty for training. 

The fiscal year 1957 estimate supports a plan, based on past performance 
and anticipated growth, which will permit the Marine Corps to train reservists 
in such manner that a high degree of mobilization readiness may be maintained. 

The personnel plan for fiscal year 1957, based on estimated capability to 
enroll personnel of the appropriate categories, calls for an increase of 9,452 in 
the drill-pay category. By means of this anticipated gain, the drill-pay units 
of the Marine Corps Reserve will increase from 50,608 (77.8 percent) of currently 
authorized strength (65,017) to 60,060 (92.4 percent). 

Accompanying the gain in personnel in drill-pay status are the increased num- 
bers who it is estimated will take part in annual field training and in additional 
training under one of the drill-pay status programs for school or special tours. 
Further, some 3,320 officers and 825 enlisted personnel of the non-drill-pay cate- 
gories will receive training under one of the annual, school, or special-tour 
programs. 

There is also provision for the training of 3,135 enlisted personnel in the 
Reserve officer candidate program. Upon completion of training and graduation 
from college, each candidate will be commissioned in the Marine Corps Re- 
serve and assigned to active duty with the Regular Establishment for 3 years. 
It is estimated that approximately 900 officers will be commissioned from this 
program in fiscal year 1957. 

The personnel programs for fiscal year 1956 and 1957 are summarized on the 
following tables: 

The table presented herewith is the Marine Corps Reserve personnel plan for 
1957, the 1956 plan, and a comparison between the two programs: 
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The following table shows the net number of Marine Corps Reserve non- 
aviation officers and enlisted personnel who will be participating in training 
programs of varying duration. All items of cost for these programs are in- 
cluded in “Activity 1, Reserve personnel.” 


Activity 1, Reserve personnel 


| 


Officers | Enlisted 





Nonaviation | : | . 
Differ- - Differ- 
1956 | 1957 ence | 1956 1957 enea 


CaS 











Active duty for training: | 











Annual tours—15 days training: 
Pay group: | 
A (48 drill pay status) __..-. ed 1,757 | 1,970 | +213 | 22,934 | 29,360 | +6, 426 
B (24 drill pay status) _.....-- caleiaeneeg incl 80 151} +71 32 63 +31 
D (Nondrill pay status)....-......-.-.-.- 2600) 2,000'}....--.. 140 | 500 +360 
Schoo] tours: 
15 days (drill pay status) _ __...- peeOeacwaies ke 184 327 | +143 200 300 +100 
30 days (drill pay ON a i es 22 OE asain 60 | 265 +205 
30 days (nondrill pay status)__..........-...-- 60 rs -| 30 200 +170 
60 days (drill pay ES a 10 15 +5 57 150 +93 
60 days (nondrill pay status) __.........--- Seas 30 20 —10 15 Oe Coxe cciess 
90 days (drill pay status). __..-...-.-...-.-.-- 15 Enns -| 1,194] 1,095 —99 
90 days (nondrill pay status)__........-------- 30 15 —15 15 10 —5 
Special tours: | 
Se eid cnc ayeaaienens 264 270 +6 |..-. os aes speianiaiee 
I a a et i cee 582 | GT ince 
Gdave (ari pay sane) .. ..-----.~..6-..--2<- 27 OR ie Ea ss nore----|---22-00 
4 or 6 days (nondrill pay)_-.---.-.-..--.-- seh 500 2 4 ee ee ee Ba 
16 days (drill pay status). .................... 41 33 —s8 Si iacksets —2 
30 days (drill pay status). -...-....--.-.------ 8 I ilsan anions Rik dst sershaoes —15 
ia. co dedkcacnupenwacdantacndauwh) aumhaniclndousees cacti ace 125 +125 
eee een carat a sapere baat kieaia 114,080} 4,400 +820 
Inactive duty for training: | 
Inactive duty drills: | 
Pay group: 
NMED. 45 Gawobscctwiesknsaudeanenace 2,245 | 2,416 | +171 | 22,934 | 32,382 | +9, 448 
Ce a Sebitiak <abisshnaguibennewnes 77 155 +78 32 63 +31 








1 4,080 is the total number to attend the 6-month program. 


The following table shows the net number of aviation officer and enlisted 
personnel who will be participating in training programs of varying duration. 
All items of cost for these programs are included in “Activity 1, Reserve 
personnel.” 


Activity 1, Reserve personnel 





Officers Enlisted 


Aviation 
Differ- 1956 1957 Differ- 


1956 1957 ence ence 








Active duty for training: 
Annual tours, 15 days training: 


wereup A (46 drip) .......-.-<. 00... 1, 295 1, 456 +161 4, 095 4, 426 


+331 
ay group B (24 drills).......-----.-- | 38 121 UN icccssoees Jiaieecke 





Pay group A (48-drill pay status) - 1, 325 1, 489 +164 4, 344 4, 694 +350 
Pay group B (24-drill pay status) - 40 127 EN Si cccccesllcbeededapetenend mae 
Pay group D (nondrill pay status) - 500 GIO be trenee aes 100 | 
School tours: 
30 days (drill pay status) _.......-- Si i Rt re dk abated 700 WE. oknague 
an stews leben weneuloccnnnanee 75 100 +25 
Special tours: 
30 days (drill pay status) _.......-- Ee ticcdatewce —12 |.-.- oak aamace Etta atest 
I iM ds cede nlendcodcenslimatadecss 720 760 +40 
Inactive duty for training, inactive duty 
drills: 





This table shows the number of Marine Corps platoon leaders class and Women 
Officer Training Corps personnel whose items of cost are included in “Activity 2, 
Reserve officer candidates”’: 
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Activity 2, Reserve officer candidates 


Officers Enlisted 


Differ- Differ- 
ence 1956 1957 ence 


Aviation 





1956 1957 








1, 455 3, 000 +1, 545 
Women’s officer training class “(48-day | 


Platoon leader’s class (45-day training | 
training porieda)................5.s.. | 


periods) - - - ae ee ele pbceie moe 


concen sent sthunseawl 80 135 +55 





Summary of obligations by budget activity 


Fiscal year | Fiscal year |Plus or minus] Page 


Num- sictti: 0 Fiscal year : : : 

Budget activity title 1956 esti- 1957 esti- difference |nume- 
ber 1955 actual mate mate (1957—1956) | ber 
| | hh 
1 | Reserve personnel.________..__._| $12,343,483 | $19,706,000 | $25,454,000 | +$5, 748, 000 9 
2 | Reserve officer candidates___.___- 1, 411, 110 826, 000 1, 346, 000 +520, 000 19 


Total obligations payable | 
from appropriated funds. 13, 754, 593 20, 532, 000 26, 800,000 | -+-6, 268,000 |.---.. 


| ’ ’ 
nn eee 





The requested increase for fiscal year 1957 in this appropriation of $6,268,000 
over the 1956 estimate is generally attributable to the continued buildup of 
strength in the drill-pay units of the Marine Corps Reserve. Provisions have 
been made for periods of specialized training, both drill-pay and non-drill-pay 
categories. 

An increase of $5,748,000 is requested in “Activity 1, Reserve personnel.” This 
activity provides pay and allowances (basic pay, incentive pay, basic allowances 
for subsistence and quarters, unused leave pay); individual clothing and uni- 
form gratuities; subsistence in kind; travel; and other costs (death gratuities, 
disability and hospitalization benefits, subsistence while hospitalized), as may 
be applicable. 

That part of the increase caused by “Pay and allowances” is in direct relation- 
ship to the planned increase in personnel strength in the drill-pay units. That 
part of the decrease for “Individual clothing and uniform gratuities” is in direct 
relationship to the decreased number of initial clothing bags to be issued. In 
addition, that part of the increase caused by “Subsistence in kind” and “Travel” 
is due generally to the planned increase in drill-pay personnel numbers expected 
to attend training programs during fiscal year 1957. Finally, that part of the 
increase caused by “Other cost” reflects additional payments for death gratuities 
und hospitalization benefits caused by an increase in the number of personnel at- 
tending the various training programs. 

Activity 2, Reserve officer candidates, provides pay and allowances, individual 
clothing, subsistence in kind, and travel for the platoon leader’s class and women 
officer training class. The increase in activity 2 is due mainly to a larger number 
of candidates in fiscal year 1957. 


EFFECT OF REVENUE ACT OF 1955 


Mr. Suerrarp. What effect has the recent Reserve Act had on your 
program ? 

Colonel Lona. The primary effect of the Reserve Act has been, I 
believe, to increase the difficulty we have had in getting men to enroll 
in our Reserve units. This is not specifically because of the legislation, 
we believe, as much as the indecision which has existed due to contin- 
uous changes in plans. 

Mr. SHEPPARD. PY hat do you consider will be your ability to increase 
your strength from 77.8 percent of your authorized strength in the 
fiscal year 1956 to 92.4 percent in fiscal year 1957? 





i 
| 
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Colonel Lone. We have reached a point in our Reserve buildup 
where we think almost every problem which can be presented has con- 
fronted us, and we have either solved it or sidetracked it. We have 
what we consider, with the exception of this past fall, a good expe- 
rience factor to work with. We ees generally stabilized the location 
of our drilling units. Our estimate is based on this series of past expe- 
riences and what we hope to do in the future. 


RESERVE PERSONNEL 


Mr. Wiccteswortu. As I understand it, in fiscal 1957 you hope to 
have 60,060 people in drill status as compared with 50,608, or an in- 
crease of about 10,000. 

You also hope to have in the nondrill pay status 204,091 as compared 
with 169,905, or an increase of about 34,000. If you lump the two 
together there is an increase of about 44,000, which is exactly a 20- 
percent increase compared to the present fiscal year. Is that correct? 

Colonel Lone. Those figures are correct, sir. 

Mr. Wiaeteswortu. How good are the chances of realizing those 
increases ? 

Colonel Lone. We believe our chances are excellent, sir. 

3 Mr. Wiccieswortnu. What is your monthly rate as of some recent 
ate ¢ 

Colonel Lone. As of January 31, 1956, sir, we have what we accom- 
plished for the first 7 months of the present year in the total drill pay 
category. Asof January 31 our strength was 42,775. 

Mr. Wicc.Leswortn. That is the total in the drill pay status? 

Colonel Lone. That is correct, sir. 

Mr. WiceieswortH. What was it at the beginning of the 7 months’ 
period ? 

Colonel Lone. At the beginning of fiscal 1956 it was 42,856, sir. 

Mr. Wiceieswortu. Then you actually lost a little ground in those 
7 months? 

Colonel Lona. That is correct, sir. 

Mr. Wiceieswortu. Do you still think you will be able to get 50,608 
by June 30 and 60,060 by June 30 of 1957 ¢ 

Colonel Lone. Yes, sir. I would like to point out two things in this 
connection : 

The present fiscal year 1956 plan, between the time the funds were 
appropriated and the figures which are shown in this book, has been 
reduced this fall as we saw what was happening to us. 

We have from our current strength a requirement to gain, in the next 
5 months, 7,507 enlisted reservists in the drilling category. 

In the same 5 months of the previous year we gained 8,591, which 
is a little more than a thousand more than our goal for these coming 
5 months. 

Mr. WicetreswortnH. The loss which you have just indicated was 
the result of deliberate policy on the part of the Marine Corps rather 
than any difficulty in obtaining personnel ? 

Colonel Lone. Yes, sir, plus the public reaction to continued changes 
in planning. 

r. WicGLeswortH. Well, which was it? 

Colonel Lone. We believe some of both, sir. 
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Mr. WiccteswortH. You think now that things have been squared 
away you can get back to the previous rate to which you have referred ? 

Colonel Lona. Yes, sir. 

Mr. Wiccieswortu. Is there a turnover in this picture compar- 
able to that which we discussed under the preceding item this morning 

Colonel Lone. Yes, sir. We do have a losses-and-gains problem. A 
person who is enrolled in a drilling unit and then just quits coming to 
drill and those who date back beyond the place where they can be 
forced to come, you cannot just go on carrying them and carrying 
them, so they may be reverted to our nondrilling reserve. 

Mr. WicciteswortH. How does the estimated turnover figure, that 
is gains plus losses in fiscal 1957, compare with the figure for 1956? 

Colonel Lona. The turnover rate, we hoped to decrease slightly in 
1957; or, to say it another way, we would begin to stabilize to a cer- 
tain extent. 

Mr. WiceieswortH. You do not anticipate any increase in that rate 
in 1957? 

Colonel Lone. No,sir. Thechange should be a decrease. 


ANALYSIS OF UNOBLIGATED BALANCES 


Mr. WiccieswortH. Looking at the green sheets here I am not sure 
that I am yet clear as to the figures. As I understand it, they are 
asking for $26.8 million as compared with $20,606,000 in the cur- 
rent fiscal year, and you expect to have available $36,700,000 as com- 
pared with $25 million in the current fiscal year. Is that correct? 


General SHovup. That is right. 

Mr. WicecteswortH. And against the $36.7 million that you will 
have available you contemplate expenditures of $20 million and an 
unexpended balance of $16,617,000? 

General SHour. That is as expressed in the green sheets; yes, sir. 

a All of that $16,617,000 you expect to be obli- 
gated ¢ 

General SHour. Yes,sir. That isan obligation. 

Mr. Wiccieswortn. Why in this item do we have to have an 
obligated carryover which is 80 percent of the total expenditure 
contemplated ? 

General Suovur. I don’t know, sir. 

Mr. Wiacieswortu. Does anybody know? 

General Suovp. I tried to explain that previously on the basis 
that the $16,617,000 planned is perhaps too high, and we may get 
more bills paid in 1957 and thus reduce that figure of $16 million. 

Mr. WiccieswortH. This is for personnel expenditure; is it not? 

General SHovup. Yes, sir; expenditures against this personnel 
appropriation. 
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Mr. Wiceieswortu. Offhand it would seem to me that this is away 
out of line. 

General Suovp. It is not out of line to have a considerable number 
of proper obligations carry over into the next fiscal year for payment. 

Mr. WiccLeswortn. For salaries and things of that kind? 

General Suovur. Yes. 

Mr. WicGLeswortu. A month or so would take care of that; would 
it not? 

General SHour. Rations and subsistence and travel are the big ones. 

Mr. Wicetesworrn. I wish you would furnish for the record a 
breakdown of that $16,617,000 which you will not obligate and that 
you will carry over so we can see what it is composed of. If you 
cannot do it now, do it when you revise your remarks. Put some 
table in this record so that we can see what items make up that 
$16,617,000. 

Admiral Smirn. The $16 million figure referred to, Mr. Wiggles- 
worth, will be obligated. You will note in the column unobligated, 
just before, there is no intention of any unobligated balance lapsing 
in fiscal 1957. The $16 million will be entirely obligated. 

This is simply an estimate. 

Mr. WiceeLeswortH. But I want to see what that estimate is 
based on. 

Admiral Smirn. It will then be based on obligations which will be 
expended in future years, 

Mr. Wicciesworrn. I understand that, but I want to know what 
the obligations are. 

Admiral Smirn. Yes, sir. 

Mr. Wicciesworri. Because 2 years ago you had a carry over of 
$4 million and this year you estimate 9 million 9. That seems high 
tome. I just can’t imagine how you can require $16 million in this 
particular field if your ‘whole expenditure in the current fiscal vear 
amounts to only $20 million. 

General Suovr. I would like to point out that as far as the Marine 
Corps is concerned we can establish an estimate of $5,398,000 as that 

varryover into 1958 of 1957 obligations, and that is related to travel 
and subsistence payments for those people who go to drills in June, 
and it is also related to another factor of pay for drills, in which 
payments are made on a quarterly basis. 

Those are the only obligated funds to carry forward in 1958 of 
bills which we will not get paid in 1957 that we can support. I have 
no other figures. The difference between the $5,398,000 and the 
$16,617,000 I will have to request from higher authorities. 

Mr. Wiceteswortn. What is that figure ‘again ? 

General Suoup. $5,398,000. I do have backup for that sir. 

Mr. Wiceesworrn. W ell, if you want to leave it that way it is 
all right, or if you think you can justify the balance I wish you would 
furnish the table for the record such as I have already suggested. 
Admiral Smiru. I will undertake to provide that for the record. 


(The information requested is as follows :) 


Analysis of the $16,617,000 shown in the appropriation “Reserve personnel, 
Marine Corps’ as “Obligated balance carried forward” 


$16, 617, 000 

(a) Estimated amount required for the disbursement of pay, allow- 
ances, subsistence, and transportation due Marine Corps re- 
servists for duty performed in the last quarter of the fiscal 
year. (Lag in final payment is 30 to 90 days after the per- 
formance of duty and the peak of the program is in the last 
quarter of the year) 

(bv) Estimate of the amount of carryover that now appears over- 
stated due to the original conservative estimate of expendi- 
tures in this account in fiscal year 1957 

(c) Estimate of the amount of the fiscal years 1956 and 1957 ac- 
counts that will be returned in the form of unobligated allot- 
ments and will never be disbursed, but will remain in the 
Treasury aS an unexpended balance. (Based on past experi- 
ence of the amount that is required to fund the complete 
program that will ultimately remain in the form of undis- 
bursed balances) : 


1956 account 2, 917, 000 
1957 account 2, 000, 000 
(Discussion held off the record.) 
Mr. WicGieswortH. Can you give me an obligation figure as of 
some recent date with respect to the 1956 fund? 
General Sour. Yes, sir. January 31, obligations, $10,047,281. 
Mr. Wiacireswortu. Is the basis for the rates which I assume will 
be reflected with respect to food, clothing, and transportation identical 
with the basis you gave us this morning in the regular Marine item? 
General Pare. Yes, sir. 
Mr. Wiccteswortn. I think that is all, Mr. Chairman. 


RESERVE PERSONNEL 


Budget activity No. 1.—Reserve personnel 


Plus or 

Fiscal Fiscal Fiscal minus fis- 

Project title year 1955 | year 1956 | year 1957 | cal 1957- 
actual estimate estimate fiscal 

year 1956 


Pay and allowances, active duty for training, 
ie ia cme ae $1, 678, 092 | $2, 201,000 | $2,402,000 | +$201, 000 
Pay and allowances, active duty for training, 
-| 1,344,388 | 3,318,000 | 4,457,000 | +1, 139, 000 
Pay and allowances, inactive duty for train- 
ing, officers. -| 2,119,782} 2,852,000 | 3, 238, 000 +386, 000 
Pay and allowances, inactive duty for tr: aining, 
enlisted . - : 3, 608, 932 | 5,042,000 | 6,985,000 | +1, 943, 000 
Individual ‘clothing and uniform. gr: atuitie S.....| 1,349, 800 1, 894, 000 1, 791, 000 
Subsistence in kind ---_--- ecmelen 426, 469 1, 153, 000 1, 604, 000 
Travel, active duty for tre 1ining, officers... 375, 106 530, 000 637, 000 
Travel, active duty for training, enlisted _- _.| 1,433,719 | 2,598,000 | 4,207,000 | +1, 609, 000 
Other costs 7, 195 118, 000 133, 000 +15, 000 


Obligations payable out of appropriated funds. | * 343, 483 | 19, ——l 25, 454, 000 +-5, 748, 000 


Mr. SHEPPARD. We ik: wks up : allan ines No. 1, “Reserve 
personnel,” reflected on page 9 of our justifications, which is com- 
prised of 9 subdivisions. I find your actual 1955 figure is $12,343,483, 
estimated in 1956 it is $19,706,000, estimated fiscal year 1957 it is 
$25,455,000 which reflects a total increase of $5,748,000. 
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Gentlemen, you will explain the reasons for the increase of the 
5 million-plus, I realize it is cumulative. Explain those accumulated 
increases, 1f you will. 

Colonel Lone. In total, the increase is occasioned by the increase 
in numbers estimated to be in the drilling reserve and the payments 
for them, plus the establishment beginning in 1956 and in 1957 of the 
6-month training program based on the reserve act of 1955. 

Those same two statements may be made concerning each of the 
subactivities which have to do with enlisted personnel. The activi- 
ties which have to do with officer personnel are based primarily on 
increased number of officers in the drilling reserve. 





INDIVIDUAL CLOTHING AND UNIFORM GRATUITIES 





Mr. Sueprarp. You have reflected under item E, “Individual 
clothing and uniform gratuities” a decrease of $103,000. What is 
the explanation for that? 

Colonel Lone. This item is determined, Mr. Chairman, on a basis 
of the composition of our loss and gain, the number of people we get 
who will require uniforms and the number who won't. 

As that changes, the dollar requirement changes. 

This reduction reflects the fact that we propose to get a greater 
number of people from active duty who already have their uniforms. 
Mr. SuHerrarD. Questions on this item, Mr. Wigglesworth? 


INCREASES BECAUSE OF 6-MONTH TRAINING PROGRAM 






















Mr. Wicereswortn. I am not quite clear about the 6-month train- 
ing program, You say, generally speaking, these increases are ex- 
plained by more in the drill pay status which reflects an increase of 
about 10 percent, and in the 6-month training program. Are those 
in the. 6-month training program included in the figures which I 
gave a little while ago? 

Colonel Lone. The men in the 6-month training program are in- 
cluded in the total numbers of people carried in our drilling reserve 
category. 

Mr. WiccteswortH. You call that drill pay status? 

Colonel Lona. Yes, sir. 

Mr. Wiace.eswortn. They are included in the 60,060 that you hope 
to reach in 1957? 

Colonel Lone. In terms of numbers, yes. 

Mr. WiceteswortH. Mathematically it would look as though your 
item 1B, “Active pay and allowances, active duty for training, en- 
listed,” has gone up 33 percent against an increase in the drill pay 
status of 10 percent. What is the explanation ? 

Colonel Lone. This is occasioned to a large extent by the pay of 
6-month trainees who, instead of 48 drills and 15 days, or 63 days of 
pay, will accumulate 180 days of pay over the period of their active- 
duty training. 

Mr. WiceLeswortH. How many of the 60,060, if you obtain them, 
do you estimate will be in this 6 months’ training program ? 

Colonel Lone. At the completion of 1957, if we meet our goals, we 
should have obtained almost 10,000. I can provide the exact figure 
for you. 
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(The following information is furnished : 8,460.) 


Mr. Wiceteswortn. Off the record. 

(Discussion held off the record.) 

Mr. Wiccieswortu. I thought you gave us a comparison between 
the number of drills that a man in the drill-pay status is paid for now, 
leaving the 6-month program out of the picture, and the number of 
drills for which a member of the 6 months’ training program would 
be paid for. 

‘olonel Lona. Yes, sir. 

Mr. WiceteswortH. What was that? 

Colonel Lone. A total of 48 drills if a man attended all, and 15 
days’ active duty with his unit for 63, as compared with 6 months 
or 180 days that you pay the 6-month trainee, and plus 24 drills after 
he gets back or before he went. 

Mr. WicctreswortH. Do you know what difference that will make 
in dollars and cents per man ? 

Colonel Lone. I do not, sir. 

Mr. Wiecteswortu. Will you please put that in the record at this 
point when you revise your remarks? 

Colonel Lone. Yes, sir. 

(The information requested is as follows :) 

The difference is $380 more per man while enrolled in the 6-month training 
program. 

INACTIVE-DUTY TRAINING 


Mr. WiceteswortH. Under 1D, “Pay and allowances, inactive-duty 
training,” you show 40 percent more than in the current fiscal year. 
What is the explanation of that ? 

Colonel Lona. This is occasioned by the increased numbers in the 
drilling Reserve and the increased percentages of drill attendance in 
the drilling Reserve. 

Mr. WiceteswortH. You will have something over a 20-percent in- 
crease. What do you mean by the increased attendance? How can 
you estimate that? 

Colonel Lone. We have made a tabulation, sir, considering the fact 
that certain people now going into the Reserve have an obligation to 
train, and if they do not they may be ordered for longer periods of 
active duty for training. We also worked into this computation 
certain efforts which we have made to reduce the nonattenders. These 
calculations put together, multiplied by the type of person we are 
dealing with, give us our estimated percentages, which have gone up. 

Mr. Wiceteswortu. That is another estimate based more or less on 
experience and a guess as to the future? 

Colonel Lone. Yes, sir. 


TRAVEL, ACTIVE DUTY TRAINING, ENLISTED 


Mr. WiecteswortH. Why does 1H, “Travel, active duty training, 
enlisted,” go up all the way from $214 million dollars to $4.2 million, 
almost 66 percent ? 

Colonel Lone. A considerable expenditure of funds in 1H for trans- 
portation for the 6-month trainees to their 6-month active duty for 
training period, and also the standard increased numbers in the drill- 
ing Reserves. 
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Mr. Wiec.eswortu. A 10 percent increase in numbers doesn’t jus- 
tify 66 percent increase in travel pay. I am sure there is some other 
explanation. 

I am looking now at page 17 of the justifications. That does not 
tell us anything, but I go now to page 48 where you have things 
broken down into estimated numbers and average rates. There seems 
to be considerable variation between the rates in the 2 years all along 
the line, as well as in the estimated numbers. 

How do you figure out these average rates 

Colonel Lone. These rates are determined, sir, in the drill pay units, 
by a study of our plan as to the location of training, and then the 
application of the Tistouon the man has to travel, of the known fac- 
tors, and those units which must travel by commercial air in order to 
reach their destination in order to get the proper amount of training. 
The remainder then travel by commercial rail, buses for short haul; 
and all the man-miles, having been computed; are added together in 
terms of dollars and divided by the men. 

Mr. Wiacieswortu. Why does the average rate, for example, for 
the first item, in the table on page 48, 1-H-1 group <A, 48 days, in- 
crease from $86.67 to $108.26? 

Colonel Lone. This is primarily because of the considerably less 
proportion of Government air we will be able to use. 

Mr. Wiagceteswortu. Are you sure you cannot get it ? 

Colonel Lone. Yes, sir. 

Mr. WiccteswortH. Who furnishes the air, the Air Force? 

Colonel Lone. No, sir. 

Mr. Wiceteswortu. Who does it—your own fliers or commercial 

sarriers, or who? 

Colonel Lone. The Government air part is provided by Marine 
transport aircraft, and Navy aircraft in some instances in the past. 

Mr. WiceteswortH. You have given us the mathematical computa- 
tions at least for each of these items I have referred to in the justifica- 
tions which have been submitted to the committee; is that right? 

Colonel Lone. Yes, sir. 

Mr. Wicecieswortu. I have nothing further, Mr. Chairman. 


RESERVE OFFICER CANDIDATES 


Budget activity No. 2—Reserve officer candidates 


| Plus or minus 
Project title | Fiscal year Fiscal year Fiscal year | fiscal year 
1955 actual (1956 estimate |1957estimate| 1957 over 
fiscal year 1956 


Pay and allowances--._.........-.------ $613, 650 | $327, 000 $587, 000 | +$260, 000 
Individual clothing 170, 000 | 138, 000 206, 000 +68, 000 
Beneeeoe tl matteo. 5... .2.....-- 155, 940 | 70, 000 134, 000 +64, 000 
Travel 471, 520 | 291, 000 419, 000 +128, 000 


Obligations payable out of appro- 
SOONG TRU nica. erento ayia 1,411,110 | 826, 000 1, 346, 000 +520, 000 


Mr. Suepparp. Gentlemen, we will refer to budget activity No. 2, 
“Reserve officer candidates,” shown on page 19 of your justifications, 
composed of four subdivisions, wherein I find your appropriation 
for 1955 was $1,411,110, your estimated 1956 was $826,000, your esti- 
mated 1957 is $1,346,000. 


74195—56——10 
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This reflects total increase in this particular requirement of 
$520,000. 

Will you please explain your increase? 

Major Cuurcuvittz. This increase is required to meet additional 
needs of the Marine Corps for commissioned officers. 

Mr. Suepparp. The entire increase is resolved out of pay allowance, 
individual clothing, subsistence in kind and travel. Is that right? 

Major CuurcHvILLE. Yes, sir. 

Mr. Sueprarp. In formulating not only this aspect of your budget 
but insofar as all of the other activities to which we have addressed 
ourselves up to the moment, are these budget presentations predicated 
upon the same general yardstick which has been heretofore followed 
by the Marine Corps? 

Major CuurRCHVILLE. Yes, sir. 

Mr. Suerrarp. In other words, you take bodies and the application 
requirements thereto, multiply it, and come out with an end result. 
Is that correct ? 

Major CuuRCHVILLE. Yes, sir. 

Mr. Suerrarp. Questions upon this item ? 

Mr. WiccLteswortH. Under Reserve officer candidates, how many 
did you have in 1956? 

Major Cuurcuvitte. We are still procuring for 1956, sir. As of 
this moment we have something over 1,000. 

Mr. WiccLeswortH. What is the average for the year going to 
be ? 

Major CuurcHvILLE. We plan on ordering 2,000 for training in the 
last quarter of this fiscal year. 

Mr. Wiccieswortu. How many will you train in the fiscal year? 

Major CHuRCHVILLE. We will have trained a total of 2,926 in fiscal 
1956. 

yy WiceLeswortH. How many do you estimate training in. fiscal 
1957 ? 

Major Cuurcuvitte. Fiscal 1957 we estimate a total of 4,567. 

Mr. Wiccteswortu. Even on that basis your request is high math- 
ematically, is it not? 

Major Cuurcuvitte. I don’t believe so, sir. It has been worked out 
on the basis of bodies, so much to transport each of them an average 
distance, so much pay, so much clothing, and so much food for each 
one. 

Mr. Wiccieswortn. Well, if you can take care of 3,000 with 
$826,000 you ought to be able to take care of 4,500 for around $1,- 
200,000 mathematically. 

Looking at page 51 of the justifications, those figures do not seem 
to gibe with the ones you just gave me if I understand them. 

Major Cuurcuvitte. That number of 1,535 in the first column, sir, 
represents 1,535—42 day training billets, and not actual people. 

Mr. Wicc.eswortH. Is it not the number that received pay and 
allowances ? 

Major Cuurcuvitte. It is the number that received pay and al- 
lowances for a total of 42 dayseach. Not all these persons remain on 
active duty for 42 days. Some, for physical reasons or other reasons, 
are relieved prior to the end of the training period. 
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JUSTIFICATION OF CHANGES IN Bupcetr Estimates, 1957, ror 
Muurrary PersoNneL, Marine Corrs 


Mr. Suerparp. We will insert in the record at this point certain re- 
vised justifications based on information given to the committee today. 
(The matter referred to is as follows :) 


CHANGES IN Bupeet EstIMATES, MILITARY PERSONNEL, MARINE CorPs, FISCAL 
YEARS 1956 AND 1957 


1. In accordance with reference (a) enclosure is forwarded reflecting revised 
1956 estimates for enlisted basic pay, Military Sea Transportation Service costs, 
and servicemen’s mortgage insurance premiums. 

2. In connection with the MSTS estimated rate for 1956 the foliowing ex- 
planation is furnished : 

(a) Cargo costs are based on a schedule of charges and costs prescribed by the 
Military Sea Transportation Service. This schedule of charges and costs is 
normally received after the beginning of the fiscal year they are effective, which 
precludes their entry into budget estimates upon earlier editions of the budget. 
Accordingly, in November of fiscal year 1956, effective July 1, 1955, the prescribed 
charges and costs were published by the Military Sea Transportation Service. 
Fiscal year 1957 was revised to reflect the new costs and charges, the cargo 
costs averaging $176.05 contained in the fiscal year 1957 estimate were calculated 
as follows: 

(1) To the tonnage of cargo estimated to be moved from one port to another 
port was applied the new approved rates. The amount of tonnage to be moved 
was based on actual experience applied to the cargo travel pattern anticipated 
in fiscal year 1957. Upon completion of the calculation for fiscal year 1957, 
it was ascertained that cargo costs increased approximately 17 percent over 
that originally anticipated for fiscal year 1957. Due to the similarity in the 
pattern of cargo movements between the fiscal years, the 1957 rate was applied 
to the 1956 numbers rather than reworking a complete detailed estimate. In 
this connection, the comparative rate for 1956 and 1957 before this tariff in- 
crease, and based upon a detailed costing, for both years, was $155.58 for 1956 
and $152 for 1957. 
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3. I wish to bring to your attention another change not discussed at the hear- 
ings but which should be brought to the attention of the committee. It involves 
an overstatement of the E-6 rate of basic pay in the 1956 column. On page 40 
of the detailed information, fiscal year 1956, column E-6, the rate is printed at 
$2,905.14. It should be revised to show $2,791.54. Application of the new rate 
to the number of E—5’s involved reduces our 1956 requirements in this activity 
by $1,045,000. 


Summary of detailed information, 1957 estimates 


| Difference, 
Activity | 1956 estimate | 1957 estimate | 


1957 com- 
pared with 
| 1956 
| 
. Pay and allowances $510, 149, 000 | $539, 111,000 | +$28, 962, 000 
. Individual clothing | 18,757,000 | 20, 818, 000 +2, 061, 000 
3. Subsistence in kind | 63, 878, 000 55, 106, 000 +1, 228, 000 
. Movements, permanent change of station | 28, 722, 000 31, 709, 000 +2, 987, 000 
. Other costs 667, 000 | 756, 000 +89, 000 


Total obligations payable from appropriated funds | 612,173,000 | 647,500,000 | +35, 327, 000 





DETAILED INFoRMATION—ActTivity No. 1, Pay AND ALLOWANCES 


Summary 


Difference 

‘ : A. , 1957 com- 

> a -stimate stim ) : 
Project 1956 estimate | 1957 estimate pared with 


1956 


! 


(a) Pay and allowances of officers : | $130, 109, 000 $130, 149, 500 +$40, 500 
(b) Pay and allowances of enlisted | 380,040,000 | 408,961,500 | +28, 921, 500 


Grand total | 510,149,000 | 539,111,000 | +28, 962, 000 
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Activiry No. 4, MoveMENTs, PERMANENT CHANGE OF STATION 


Summary 


Project 


(a) PCS movements of individuals 
(6) PCS movements, MSTS 


1956 estimate | 1957 estimate 


$24, 506, 000 
4, 216, 000 


28, 722, 000 


Difference, 
1957 com- 
pared with 

956 


$27, 515,000 | +$3, 009, 000 


4, 194, 000 — 22, 000 


31, 709, 000 +-2, 987, 000 


(b) PCS movements, MSTS (individuals and units) 


1956 estimate 


(1) Passengers: 
2, 218/$173. 58 
53, 030| 48. 82 
Dependents: 
Sk bli ached dricbarertilednteats 1, 390} 128. 06 
4, 560) 123. 47 


Total, passengers. - 


(2) Cargo (household effectsand personal 
vehicles) : 
718) 176.00 
2, 128) 176.00 


2, 846) 176. 00 


Grand total MSTS_............ nos oe 


Total cargo 


61, 198) 60. 70: 


Aver- 


rate 


$385, ” 2, 192|$167. 88 
2, 589, 000/51, 668} 48. 80| 


178, od 2,045) 134. 96 
563, 000) 4, 222) 125. 05 


3, 715, 0 000/60, ee 61. 44 


126,000) 868) 176. 26 
375, 000} 1, 972} Bethe 5. dd 


4, 216, 000!...... = ees 





Activity No. 5, OTHER Costs 


1956 estimate 


ber | 


A. APPREHENSION OF MILITARY | 
DESERTERS, ABSENTEES, AND 
ESCAPED MILITARY PRISONERS 

8. 


(1) Discharge gratuities (34 U. Cc, 
197) 


B. INTEREST ON ENLISTED PERSONNEL | 
DEPOSITS (34 U. 8. C. 975) 


(1) Interest on deposits..............-.- Saas 


| Amount|\ 





1957 estimate 


1957 estimate 


Difference 1957 
we with 


oa 
l 


| Amount |* 


$368, 000} 
2, 522, 000 a —67, 000 


(3, 694, 000) 1 071 


153, al +150 
347, 000 — 156 





Difference, 
1957 compared 
with 1956 


Num. | 


Amount} hee | Amount 














C. DEATH GRATUITY (34 U. 8. C, 943) | 


(1) Officers, death gratuity 
(2) Enlisted, death gratuity 


Tota] death gratuities 
D. PREMIUMS ON SERVICEMEN’S MORT- | 
GAGE INSURANCE 

















—l}. 
+4) 


5 om) 


308, 000) 
253, 000) 
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Summary 





| Difference, 
Project | 1956 estimat | 1957 estimate | 1957 
a ) @ | 1957 | compared 


| with 1956 


| 
| 


. Apprehension of military deserters, absentees, and ese: er} 

military prisoners -_ -- $30, 000 $30, 000 
. Interest on enlisted personnel de posits puch Gudcdeethynecnae 45, 000 | 55, 000 
. Death gratuity bonasdaneee 555, 000 | 561, 000 
. Premiums on seryicemen’s mortgage insurance - 37, 000 | 110, 000 








Grand total 667, 000 | 756, 000 | 
| 


MARINE CORPS PROCUREMENT 
WITNESSES 


GEN. RANDOLPH McC. PATE, USMC, COMMANDANT OF THE MARINE 
CORPS 

MAJ. GEN. RAYMOND A. ANDERSON, USMC, QUARTERMASTER GEN- 
ERAL 

MAJ. GEN. FRANCIS M. McALISTER, USMC, ASSISTANT CHIEF OF 
STAFF, G—4 

MAJ. GEN. DAVID M. SHOUP, USMC, FISCAL DIRECTOR 

MAJ. GEN. EDWARD W. SNEDEKER, USMC, ASSISTANT CHIEF OF 
STALL, G-3 

COL. RALPH B. DeWITT, USMC, MATERIAL DIVISION, SUPPLY DE- 
PARTMENT 

JAMES F. WRIGHT, DEPUTY FISCAL DIRECTOR 

LT. COL. HARRY C. OLSON, USMC, MOTOR TRANSPORT SUPPLY 
SECTION, SUPPLY DEPARTMENT 

MAJ. HERBERT C. REED, USMC, ENGINEER SUPPLY SECTION, SUP- 
PLY DEPARTMENT 

COL. ROBERT C. WALTON, USMC, DEVELOPMENT BRANCH, G—4 


OFFICE OF COMPTROLLER 


REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 
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Program and financing 


PROGRAM BY ACTIVITIES 


Direct obligations (volume of obligations for service account): 
. Ammunition and guided missiles 
. Weapons and ordnance equipment 
. Electronics and communication equipment - -. 


PI cue 


. Railroad, construction, and materials handling equip- 
ment 


Total direct obligations 


Reimbursable obligations (volume of obligations for other 
accounts): 
. Ammunition and guided missiles_...................-.- 
. Weapons and ordnance equipment 
. Electronics and communication equipment 
. Support vehicles 
. Railroad, construction, and materials-handling equip- 
ment 


Total reimbursable obligations_.................--..- 


Total obligations 
Financing: 
Comparative transfers from other accounts 
Unobligated balance brought forward: 
Appropriations and reimbursements earned 
Anticipated reimbursements to be earned from mili- 
tary assistance fund reservations 
Advances and reimbursements from other accounts: 
Reimbursements from current year military assistance 
fund reservations 
All other 
Future years’ anticipated reimbursements from current 
year military assistance fund reservations 
Recovery of prior year obligations 
Unobligated balance carried forward: 
Appropriations and reimbursements earned 
Anticipated reimbursements to be earned in future 
years from military assistance fund reservations 


Appropriation 








$111, 914, 490 | 
68, 806, 217 
16, 257, 724 | 
12, 967, 239 | 


7, 001, 739 | 
2, 994, 458 


219, 941, 867 | 327, 611, 000 


1955 actual | 1956 estimate 


$174, 244, 000 


82, 424, 000 | 


31, 244, 000 
9, 773, 000 


17, 375, 000 
12, 551, 000 


1957 estimate 


} 
$96, 500, 000 

45, 000, 000 
| 30, 000, 000 
6, 500, 000 


13, 000, 000 
19, 000, 000 


210, 000, 0, 000 





10, 588 | 
4, 170, 488 
1, 874, 262 | 
1, 124, 184 | 


827, 104 
98 


- 


10, 877, 000 
2, 436, 000 





721, 000 





= = — 
— 502, 038 
—323, 005, 867 


—2, 885, 836 | 


—3, 845, 248 | 


—21, 247, 905 
— 2, 853, 832 | 


235, 118, 230 
21, 247, 905 





129, 974, 000 | ~ 299, 190, 000 | 


Obligations by objects 


Object classification 


Total number of permanent positions____..._.......-- vices 
Average number of all employees. -........-.-.-.------------- 


Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 


Direct obligations (volume of obligations for service accounts): 
01 Personal services: Permanent positions 
03 Transportation of things 
08 Supplies and materials 
09 Equipment 


Total direct obligations 
Reimbursable obligations (volume of obligations for other 
accounts): 
08 Supplies and materials 
09 Equipment 
Total reimbursable obligations 


Total obligations 


1955 actual 


~ 342, 611, 000 | 
—2, 611, 000 | 
—235, 118, 230 | 


—21, 247, 905 


194, 308, 230 | 


16, 247, 905 


“4, 000, 000 | 


10, 000, 000 


"220, 000, 000 


— 194, 308, 230 
—16, 247, 905 





160, 308, 230 
| 11, 247, 905 


Se 


179, 000, 000 


' 


1956 estimate 


1957 estimate 








$4, 453 


GS-6.8 
$4, 193 





$31, 528 | 
2, 201,000 | 
110, 310, 490 


107, 398, 849 


10, 588 
7, 996, 136 


8, 006, 724 





227, 948, 591 


seam | ene 
| 


$32, 000 | 


9, 511, 300 | 


170, 000, 000 


148, 067, 700 | 
_ 219, 941, 867_ | 327,611,000 


10, 877, 000 | 


4, 123, 000 
15, 000, 000 
342, 611, 000 


13, 311, 000 
90, 000, 000 
106, 657, 000 


210, 000, 000 


vereT Lc | 

| 6,000, 000 
| 5, 000, 000 
| 10, 000, 000 


220, 000, 000 
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Budget authorizations, expenditures and balances 


| 


1955 actual | 1956 estimate} 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation -- i gc tele , $129, 974, 000 | $290, 190, 000 $179, 000, 000 
Balance brought forward (appropriations and reimbursements 
earned): 
Obligated........-. hhc eresiteinple ew nis Re ah hha od a= ess bein (5 551, 650, 538 
Unobligated - - : ative atavavesecsasescohue] Gat UG, Gel | aedne eee 194, 308, 230 
Reimbursements earned from prior year military assistance 
ce eee eee Sadlvdcuebabkcamneel “Sa —5, 000, 000 
Total budget authorizations available from appropria- 
tions and reimbursements earned _ -------- ..---|1, 224, 627, 929 |1, 090, 958, 768 919, 958, 768 
Unobligated balance brought forward (anticipated reimburse- 
ments to be earned from military assistance fund reserva- 
ND ao antes bs ; ; eee 16, 247, 905 
Future years’ anticipated reimbursements from current year 
military assistance fund reservations 21, 247, 905 
Total budget authorizations available 1, 245, 875, 834 |1, 112, 206, 673 936, 206, 673 





EXPENDITURES AND BALANCES 


Expenditures: / 
Out of current authorizations. pe iets \ 418, 859. 161 { 20, 000, 000 20, 000, 000 
Out of prior authorizations . : ee 330, 000, 000 280, 000, 000 


Total expenditures ¥ : 418, 859, 161 350, 000, 000 300, 000, 000 
Balance carried forward (appropriations and reimbursements 
earned): 
Obligated . a ks ateamaenaanbats 570, 650, 538 | 551, 650, 538 464, 650, 538 
Unobligated - - : 235, 118, 230 | 194, 308, 230 160, 308, 230 





Total expenditures and balances from appropriations 

and reimbursements earned = 7 .-|1, 224, 627, 929 |1, 095, 958, 768 924, 958, 768 
Unobligated balance carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance 
fund reservations _. Se A oak a motaes ee ta ee 21, 247, 905 16, 247, 905 11, 247, 905 





Total expenditures and balances_-_-..............-------|1, 245, 875, 834 |1, 112, 206, 673 936, 206, 673 


Mr. Suepparp. Referring to the next general sheet presentation en- 
titled “Marine Corps Procurement,” do you have a general state- 
ment to cover this subject ? 

General Parr. I would like to have my fiscal director make it. 

Mr. Sueprparp. Very well. 


GENERAL STATEMENT 
OBLIGATIONS AND CARRYOVER OF UNOBLIGATED FUNDS 


General Suour. Last year in our testimony before this committee 
we estimated that our fiscal year 1955 obligations would be about $400 
million, actually our fiscal year 1955 obligations were about $220 mil- 
lion. Further, we estimated that our carryover of unobligated bal- 
ances from fiscal year 1955 into fiscal year 1956 would be about $60 
million. The actual carryover of unobligated funds was approxi- 
mately $235 million. We also stated that our estimate of carryover 
of unobligated funds from fiscal year 1956 to fiscal year 1957 to be 
about $32 million. This compares with our present estimate of un- 
obligated carryover into fiscal year 1957 of $194 million. 

These wide discrepancies between our estimates and what actually 
happened, and the considerable variation between last year’s and this 
year’s estimates for fiscal year 1956 unobligated carryover into fiscal 
year 1957 are attributable principally to two factors: (1) Our over- 
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optimism about the speedup in obligation recording which we thought 
the provisions of section 1311 of the Supplemental Appropriation Act 
of 1955 would provide; and (2) steady improvement in our readiness 
position permits us to require a higher degree of perfection and com- 
pleteness in the research and development and testing of items prior 
to instituting contracts for procurment. 


FISCAL YEAR 1957 FUNDING GOAL 


Except for a few special-situation items, our -fiscal year 1957 
estimate provides for funding existing deficiencies in : 

1. Peacetime force materiel requirements, including consumption. 

2. Mobilization reserves to the following extent : 

(a) To provide for one-half of the mobilization requirements for 
those items on which production data is known (except conventional 
type ammunition which is already funded to M3). 

(6) To provide for requirements for the first 3 months after mobil- 
ization for those items for which production information is not 
available. 

(c) To provide commercial and quasi-commercial type items to an 
M38 position only when the items require packaging for overseas ship- 
ping or are otherwise required to be immediately available. 

or the next topic I would like to present this chart. 
(Information referred to is as follows :) 
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Marine Corps procurement expenditures and balances 
[Millions of dollars] 


| 1955 actual | 1956 estimate 1957 estimate 


Uae balance brought forward.....................-- . 1, 094. 6 805. 7 745.9 
npaid obligations 771, (570. 6) (551. 6) 
Unobligated ‘ 323. (235. 1) (194. 3) 
New obligational authority " 290. 2 179.0 
Available for expenditure ; 1, 095.9 924.9 
Expenditures (net) " 350. 0 300. 0 
Unexpended balance carried forward... 5 745.9 624.9 
oo wemenoue 570. ee (464. 6) 
Unobligated 194. 3) (160, 3) 


RELATIONSHIP OF UNOBLIGATED CARRYOVER TO THE FISCAL YEAR 1957 
PROCUREMENT GOAL 


General Suour. From this chart of expenditures and balances it 
can be observed that there is a definite pattern of carryover of unobli- 
gated funds from year to year in this no-year appropriation. It is 
presumed when a final mobilization reserve is obtained and budgeting 
1s for consumption only, that these unobligated carryovers would be 
very minor. To attain the mobilization reserve position previously 
described, it is necessary that the $194 million unobligated carryover 
shown on this chart as well as the $179 million new funds requested, be 
available. This permits us to proceed with the procurement of major 
items on an orderly, uninterrupted, long-range basis, without losing 
precious time because of nonavailability of funds. 


COMPARISON FISCAL YEARS 1956-57 NEW OBLIGATIONAL AUTHORITY BASIS 


Inasmuch as the comparative figures in the budget book are on an 
obligational basis, we have prepared and submit this table which 
shows more clearly the uses for which funds have been appropriated 
and requested. 

I would like to present this chart. 
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(Information referred to is as follows:) 


New obligational authority 





Appropriated,;} Requested, 


fiscal year | fiscal year | crease or 



























































1956 1987 decrease 
1. Ammunition and guided missiles____- aceses ---| $220, 373, 000 $38, 562,000 |-—-$181, 811, 000 
1A ammunitior .-| 196,828,000 21, 169,000 | —175, 659, 000 
1B guided missiles a - 23, 545, 000 17, 393, 000 —6, 152, 000 
2. Weapons and ordnance equipment------..---- ene enenoe 7 36, 274, 000 30, 384, 000 | — 5, 890, 000 
RRR oe ein ecabckancddnnecnenes sil 1, 072, 000 96, 000 —976, 000 
2B weapons sa : ee : ; 2, 868, 000 604, 000 — 2, 264, 000 
2C combat vehicles tian 53 Adee 27, 249, 000 28, 950, 000 +1, 701, 000 
2D guided missile equipment_-__-_._-.------ is ial 5, 085, 000 734, 000 —4, 351, 000 
3. Electronic and communication equipment. .---_--...-.----- ia 6, 369, 000 | 52, 210, 000 +45, 841, 000 
3A electronics equipment___.___....--------- ; Jone 5, 109, 000 41,001,000 | +35, 892,000 
3B guided missile electronics_-..........----.--- Sad 1, 260, 000 11, 209, 000 +9, 949, 000 
i Dat CU LS Sa hn SS _ 258, 000 . 9, 494, 000° +4, 236, 000 
4A administrative vehicles. .....................-.-...- 1, 378, 685 705, 000 | —673, 685 
2, 5 5d bi ig ads bbs desde ode 3, 789, 315 8,789,000 | -+4,909, 685 
5. Railroad, construction and materials handling equipment_.- 12,916,000 ; 21, 950, 000 +9, 034, 000 
5A railroad equipment Kubin tone seca aeeane een 0 0 0 
5B construction equipment-..._...............-.-----.- 12, 279, 000 20, 785, 000 +8, 506, 000 
5C materials handling equipment-_--_--------- eae 637, 000 1, 165, 000 +-528, 000 
6. Items for test_.......---- ae __..-.---.-------} 9,000,000 | 26, 400,000 | +17, 400, 000 
i Oe eae ee 218, 000 | 386, 000 | +168, 000 
6B guided missiles vein ies a eaneNineeee 1, 930, 000 11, 515, 000 +9, 585, 000 
is NE So iw cncipecus ic nhninee nahh niasaaeeneeeet 10, 000 0 —390, 000 
6D weapons..-- a ae ee ee 923, 000 304, 000 —619, 000 
6E combat vehicles__- BUN cated Ube Fe. 6 a 3, 344, 000 2, 895, 000 —449, 000 
6F electronics equipment_....._........-.--- oe ald 1, 645, 000 4, 101, £00 +2, 456, 500 
IN amsill 245, 000 6,954,500 | +6, 709, 500 
6H other equipment...............-.------------------- 305, 000 | 244, 000 | —61, 000 
ooo eS SS 
BE Scrat. so inate easesgeobunt kanes ayer Geeele 290, 190, 000 | 179, 000, 000 | —111, 190, 000 





SHOPPING LISTS FOR UNOBLIGATED CARRYOVER AND NEW OBLIGATIONAL 
AUTHORITY 


General Suovr. Of the $194 million unobligated balance which it is 
estimated will be carried over into fiscal year 1957, it is expected that 
$116 million of this will not have been committed on June 30, 1956. 

We have here shopping lists showing the specific items it is planned 
to purchase with this $116 million. These items are all considered 
as assets toward our planned readiness position and there is no dupli- 
cation in quantity with our shopping lists which we also have here to 
support our request for $179 million of new obligational authority. 


CLASSIFIED PROCUREMENT POSITION CHARTS 





We have prepared, and have available, classified charts relative to 
certain significant items which portray our previously funded position 
and the position we expect to attain with the new funds being re- 
quested, on the basis of our current mobilization reserve. 

This completes our remarks. 
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OBLIGATIONS AND EXPENDITURES 


Mr. Surrparp. Your statement in this instance dealing with the 
unobligated balance is more clear than the ones we have had previously. 
Now I ask you how firm is the unobligated balance that is reflected on 
page 5, $160,308,230% How firm is that figure ¢ 

Geharal Suovur. Wethink that isa good figure. 

Mr. Suerparp. When you say you figure that is a firm figure, that is 
what I interpret your answer to be. That figure is predicated upon 
your shopping list; is that correct ? 

General SHour. Yes, sir, on the total money we expect to have avail- 
able, but in this type of operation, come this particular date, there is 
bound to be a carryover of funds and some of the funds will not even 
be committed. 

I would like to give you one good example in the area of ammunition 
to support my statement in the general statement. 

In a certain type of ammunition it is now successful to 1,200 yards. 
We have that type of ammunition, it is available. We do not have 
the total amount of that type of ammunition which we are supposed 
to have to meet our current mobilization requirements. This partic- 
ular year research and development indicates that that particular 
shell can and will be improved to be successful at 2,000 yards. 

We have an amount of money of $15 million which we are holding up 
the use of until that research and development will produce that shell 
that is good for 2,000 yards rather than 1,200. 

In other words, that is that area in which I state we are now in a 
position at which we do not have to rush into these things because 
we do not have any of the particular type of ammunition or other 
item. 

That expresses an amount of $15 million in this kind of category. 
That $15 million, therefore, will not even be committed, yet we do 
have it earmarked for that ammunition. We need the money and it 
should remain with us and we have considered that money as an 
asset when we figured our entire requirements. 

Mr. Suepparp. Is that an asset that you have considered as essential 
and a part of what you are entitled to have reflected in the 
$160,308,230 ? 

General SHour. Yes, sir, it will take all that money to do what I 
expressed in the statement. 

Mr. Suerrarp. What are your commitments, obligation and ex- 
penditures as of your most recent reporting date and what do you 
estimate them to be as of the end of the fiscal year ? 

General SHour. By appropriation, sir? 

Mr. Sueprarp. Just for the items we are discussing here, just from 
’ procurement aspect. 

General SHovup. Obligations through January 1956, $126,331,117; 
commitments through January 31, $105,252,443. Did you also ask 
for expenditures, sir? 

Mr. Suepparp. Yes. 

General SHour. Expenditures to January 31, $135,754,553. We 
elso estimate that we will have an iseunieaate expenditure at the 
end of February in this appropriation of about $220 million. We 
have actually paid a $71 million bill yesterday. 
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Mr. Suepparp. Do you have an estimate as to the end of the fiscal 
year? 

General Suour. I think the green sheet figure, sir. 

Mr. Sueprarp. You believe the green sheet figures answer the pur- 
pose of my question ? 

General SHovup. Yes, sir. 

Mr. Sueprarp. Very well. Do you hope to have better perform- 
ance in the last half of the fiscal year, and if so, how are you going 
to accomplish that? Iam talking now about what is reflected in the 
special tabulation. 

In order to qualify my question I will say the data supplied there 
from the budget office shows a program of $547,309,047. For fiscal 
year 1956 you have obligated at the end of December 1955 slightly 
under $110 million. My question is, and I repeat the question, do you 
hope to better this performance in the last half of the fiscal year and 
if so how will you accomplish it? 

General SuHoup. We will accomplish it by the simple fact that time 
is what it takes to produce these obligations and from historical records 
of last year, as of this time we had only accumulated 30 percent of 
the obligation that we finally accumulated for the whole year. 

Further, as the administrative details of obligation recording as 
required by section 1511 become more smooth, we will be able to 
record obligations in less time than we have previously. 

Mr. Sueprarp. Now, let us look at your expenditure aspect. Last 
year you estimated expenditures of $540 million in fiscal year 1955. 
Your actual expenditure for 1955 shows $418,859,161. For fiscal year 
1956, expenditure estimated was $450 million. Now it is $350 million. 

To make the matter somewhat more confusing, if I may use that 
term, we find your expenditures through December 31, 1955, were 
only slightly in excess of $118 million on the whole Marine Corps 
procurement program. 

What is wrong with the system and what is the story here ? 

General Sour. Mr. Chairman, we pay upon delivery of goods. 

Mr. Suepparp. Is there not some slippage in there? There is $100 
million involved in this situation some place. What happened to it? 
What caused it? 

General SuHovur. The difference between the planned expenditures 
and actual expenditures ? 

Mr. SHepparp. Yes. 

General SHoup. To develop these estimates of expenditures, we try 
to determine when the items which we have ordered will be delivered 
and, knowing the price we expect to pay, we try to determine what 
funds we would have to expend to liquidate the obligation. If the 
deliveries do not show up we do not pay for them. 

I could use the same on the ammunition. We expected to get the 
ammunition and are not now going to get it. This also applies in 
areas where—in case of the items, for example, which are not even 
going to be ordered in 1956—some of these were planned to be paid 
for in 1956 when we were making these estimates, not knowing the 
exact delivery dates. 

Mr. Suepparp. Well, am I safe in assuming, then, that delivery in 
the procurement system has not functioned up to expectation ? 
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Nondelivery interjected itself into the picture not heretofore con- 
sidered? Is that a component factor that covers the differential of 
the $100 million I referred to? 

General Suovr. I think so; the inability to estimate delivery dates 
correctly. 

Mr. Suepparp. What was the reason that it happened? In other 
words, are we doing business with a requirement that is standardized 
to the point we have a right to assume a certain end date production- 
wise and deliverywise and, if so, what happened? Maybe we are in 
the field of the unknown factor. 

General Suovur. Our expenditures are obviously based on obliga- 
tions and deliveries are based on obligations. So if we do not obligate 
the funds we have no reason for payment of a bill, and if the obligation 
estimate is off, then, of course, subsequently the expenditure estimate 
is off. 

Mr. Sueprarp. What is going to be the effect on a military readi- 
ness program in not being able to expend $100 million that we are 
discussing? What effect will that have on your total picture? 

General McAuisrer. Maj. Gen. Francis M. McAlister, Assistant 
Chief of Staff, G-4. 

It will delay our readiness by that amount, sir. However, the 
major part of the items are new items and in effect it rather affects 
our modernization because if we had to go tomorrow we would go 
with the old items that we have. 

Mr. Sueprarp. What would be the items involved, either off or on 
the record? You have referred to them as new items and that can 
mean anything so far as I understand the new item program to be. 

General McAuister. Mr. Chairman, the shopping list that you have 
supports the $116 million specifically for those items in that amount. 

Mr. Suerparp. Just how firm, gentlemen, do you figure the $300 
million to be that is reflected here on page 5? I get back to that 
again—your total expenditures anticipated for 1957—how firm is that 
$300 million as of the moment? Whose figure is this? 

Mr. Wricur. James F. Wright, Deputy Fiscal Director, Marine 
Corps. The $300 million figure is a Marine Corps figure. We think 
that it is a good figure; we hope it is a good figure. However, we are 
governed a great deal by the actions of others. We do only about 
5 percent of our own procuring. 

Mtr. Sueprarp. What others do you mean and what degree do the 
others function that would have an influence? What we are trying 
to do here, gentlemen, is to find out what the answer is to this prob- 
lem that is not too clearly explained. I am going to tell you frankly 
we are going to stay with you until we get it. I do not care who is 
responsible. I want to know what the score is and who has their 
hands in this appropriation. 

General McAuister. As Mr. Wright mentioned, not only is a con- 
siderable portion of our procurement done through other services, but 
our development as well. They start to develop a new item which 
we think we will require. We, of course, watch that very closely. 
We try to get an appropriation if we deem it necessary to buy some 
of them to test them, and then they give us an estimated date as to when 
they will be ready to go into production on that item. 

74195—56——11 











160 


That information is the best we have on which to base our budget 
estimates. Through the developmental stage, especially in the com- 
plicated equipment we are dealing in today—electronics, guided mis- 
siles new ammunition—there is a frequent slippage which runs 
2, 8, and 4 years. That has happened in some instances. Between 
that and the cutting back of the manufacturers, therein lies the delay 
in the expenditure of those funds. 

Mr. SuHepparp. Where does cutting back manufacturers have its 
origin ? 

General McAnisrer. I am led to believe that with the Korean war 
over, it is the intention of the Defense Department to keep production 
lines running insofar as practicable and feasible at a minimum sus- 
taining rate, and that has had some effect in this area. 

Mr. Suerrarp. In other words, the composition of your budget fig- 
ure I referred to and its lack of firmness is predicated upon the fact 
that there is a certain aspect within these expenditures that is dele- 
gated to others, and you have to get your information through the 
other agencies who have the right of procurement by delegation; and 
as far as you are concerned it is purely assumptive and predicated 
upon what you get from that; is that correct? 

General McAuistrer. Yes, sir. 

Mr. Suepparp. I think we have answered a lot of things in the last 
few minutes that heretofore presented problems. 

At this point, gentlemen, I would like to suggest that you insert a 
table in the record somewhat comparable to the table reflected on page 
420 of your last year’s hearings; the most recent date, if you will, 

(The information requested follows :) 


A. Unobligated commitments with other services as of Dec. 31, 1956 











Budget activity Total Army Navy . 
1. Ammunition and guided missiles_.........-.---.- $44, 041,022 | $35, 260, 336 $8, 780, 686 0 
2. Weapons and ordnance equipment___ -..--- .-.-| 32,368, 607 6, 022, 640 26, 345, 967 0 
3. Electronics and communications equipment ---- 13, 580, 925 4, 078, 409 9, 462, 1 $40, 329 
A CD ne BBE nines recep nns oes —= rs 2, 488, 311 1, 252, 204 1, 236, 107 0 
5. Railroad, construction and materials handling 
NE Sec aha riartieniien nan tone kabedg seein 1, 804, 758 626, 372 1, 178, 386 0 
ie ERE ee ier ety ee Pees tet 1, 973, 841 26, 367 1, 928, 028 19, 446 
SNL «= nininte bank inning cahekkeewawer | 96, 257, 464 47, 266, 328 48, 931, 361 59,775 
B. Unobligated commitments by Marine Corps-.._.| | 37,839,693 |...-.---..----|--.------.----}..-22.22 
Total unobligated commitments__.. -.-.----| 134, 097, 157 





| | 
1 Includes: Allotments issued to naval supply depots against mutual defense assistance program, 


$14,368,787. Allotments for first destination transportation and for equipment furnished Marine Corps in 
Far East by Army, $14,567,693. 


Mr. Sueprarp. Mr. Wigglesworth, do you have questions pertaining 
to the green-sheet problem we have inquired into? 


BUDGET AUTHORIZATIONS, EXPENDITURES, AND BALANCES 


Mr. Wicetreswortu. Looking at page N-6—-4, “Budget authoriza- 
tions, expenditures, and balances,” I understand you are requesting 
$179 million at this time compared to $290,190,000 a year ago. In 
terms of availability, if this request is granted, you expect to have 
$936,206,673 in 1957, compared with $1,112,206,673 in 1956. That is 
correct, is it not ? 
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General Suour. Yes, sir. 

Mr. WicGieswortH. In the $936 million availability there is in- 
cluded not only the $179 million before us now, but an obligated bal- 
ance carried forward into fiscal 1957 of $551,650,538, and an unobli- 
gated balance carried forward into fiscal 1957 of $194,308,230. 

Another small amount for unobligated balance brought forward, 
anticipated reimbursements to be earned from military assistance fund 
reservations, of $16,247,905. 

You tell us you need the $179 million and you also need the unobli- 
gated carryover of $194,308,230. Yet, if I understand the picture cor- 
rectly, you expect at the end of fiscal 1957 to have an unobligated 
balance of $160,308,230 ; is that correct ? 

General SuHour. Yes, sir. 

Mr. Wicetesworrn. If you are going to have an unobligated bal- 
ance at the end of the fiscal year of $160 million, why do you need all 
this $936 million available in fiscal 1957 ? 

General SHour. For the same reason that we had the $194 million 
carryover that we do not know—we know what items we want to 
purchase and how much we expect to pay for them in order to reach 
this mobilization position which we have discussed. We are unable 
to determine exactly which ones of those items will be those for which 
the funds will not be required. But this estimate is based on what has 
happened and it is presumed is likely to continue to happen to the 
extent of $160 million. 

Mr. Wiceieswortu. Your best estimate is that if you get what you 
are asking here, you will have $160 million as of June 380, 1957, that 
will not be obligated ? 

General SuHour. Yes, sir; but we expect most of that will be com- 
mitted. In other words, we will not as of that date be able to have 
available the necessary papers to record as an obligation. How much 
of that would be uncommitted is another estimate that I do not think 
we have. It is all dependent upon availability of the item and the 
ability to get the documentary evidence to record it as an obligation. 

We may order it in March or April and not be able to record it as 
an obligation for some months later. Yet, the funds are required in 
all cases and there is no duplication in the shopping lists that relate to 
the uncommitted funds we will have at the end of this fiscal year, and 
the new funds that we are requesting. 

Mr. WicGLeswortH. You have given us a shopping list for the $179 
million and also for the $194 million which includes the $160 million 
that you now estimate will not be obligated; is that right 

General Suoup. Yes, sir, except that we have given you a shopping 
list for only $116 million of the $194 million. 


UNDELIVERED ORDERS 


Mr. Wiceieswortn. In last year’s hearings we discussed the subject 
of undelivered orders and you inserted a table upon page 429 which 
showed that as of June 30, 1954, there were orders outstanding of 
$649 million plus; as of June 30, 1955, $512 million and as of June 30, 
1956, an estimated $357 million. 

What is your present estimate of undelivered orders as of June 
30, 1956 ? 
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_ General ANprrson. Our present estimate, undelivered June 30, 1956, 
$336,609,036. I would like to insert a table at this point. 
Mr. Sueprarp. Certainly. 
(The information is as follows :) 
A. The following information concerning anticipated deliveries of major items 


only, excluding concurrent spare parts and items for test, under the appropriation 
“Marine Corps procurement” is furnished : 


Orders ovtstanGing June 00, 1006... «...- nso cccediticddeench cde $507, 525, 194 
Deduct : 

IORI" TEN RD A a ca ie 128, 280 

Orders to be charged as obligations, fiscal year 1956__._______ 134, 744, 234 

Net orders chargeable prior fiscal year 1956__._.-.__._______ 372, 652, 680 

Ada Geligations, Bacal year TAG nc ncmcenccnrccbscccocnsencnce 315, 060, 000 

Total delivery potential through fiscal year 1956___________ 687, 712, 680 

Deduct estimated deliveries, fiscal year 1956_..__.__.-.--_-_______ 351, 108, 644 

RECN UII Te NN isa eo sa spsnpepciaiedb cacti ding igi eee nese 336, 609, 036 

PE BS ES pe Se (aaa ae SE ey 191, 000, 000 

Total delivery potential in fiscal year 1957___.___._--____-_- 527, 609, 036 

Deduct estimated deliveries, fiscal year 1957_._.____----_--_-_-_- 308, 721, 005 

Undelivered June 30, 1957_-_-- ice ale eae i i dae 218, 888, 031 


B. A breakdown by major categories of the estimated undelivered amount at 
June 30, 1957, with lead time is as follows: 














Amount unde- Lead time 
livered (months) 
| 
Ordnance: | | 
I a tea ea Oe. selec dai is iecet didbsstsinin lash nies iis i $91, 601, 180 12 
Weapons and ordnance equipment. --__...........-.-..--..-------2-. 79, 792, 357 118 
Electronics: Electronics and communications equipment.-__......_..--.- { 36, 804, 494 18 
Motor transport: Vehicles and materials handling equipment. __..._...- | 3, 250, 000 6-12 
Engineers: Construction equipment...................-.-..-..-...-....- 7, 440, 000 29-12 
Md did Reladbnn te deek thank Ack date ti datiakmaldabud MR GOR GRE bins skkiccsen 


| Except for minor amounts of small arms which range 6 to 8 months. 
2 Except for bridges which have a lead time of 24 months, 


Mr. Wicereswortu. I see from your table that has just been handed 
me your estimate of June 30, 1957, is apparently $218,888,031. Is that 
correct ? 

General Anperson. That is correct, yes, sir. 

Mr. WiceteswortuH. Is the $160 million unobligated carryover 
that you now expect as of June 30, 1957, against the $218 million 
which you anticipate will be undelivered as of that date ? 

General Anprrson. There will be a total of $218,888,031 undelivered 
at June 30, 1957. 

Mr. Wiccieswortn. Is that the justification for the $160 million 
unobligated carryover into 1958 which you state you need in addi- 
tion to the appropriation now under consideration ? 

General ANperson. I am not sure I am clear on the question. I 
beg your pardon. 

Mr. WiccieswortH. As of June 30, 1957, it has been testified there 
will be $160 million unobligated carryover. 

General Anperson. Yes, sir. 
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Mr. Wiceieswortu. Which you say you need. Is the explanation 
of the statement that you need that $160 million the fact that $218 
million, may in fact be undelivered as of that date? 

General ANnperson. Yes, sir, it could be a part of it. The unde- 
livered estimate there is based on delivery potential and estimated 
delivery. That could vary as the estimated deliveries fail to meet 
the figure which we have set up in this table. 

Mr. Wiceteswortu. What do you expect to expend in 1957? 

General SHour. $300 million. 

Mr. Wiccieswortu. What is the obligation figure ? 

General SHovur. $210 million. 

Mr. WiceieswortH. Do I understand you have furnished a break- 
down of this $160 million unobligated balance ? 

General Anperson. In that connection, I would like to point out 
that $160 million is not yet committed and therefore cannot be in- 
cluded in the undelivered anticipated as of —— 

Mr. Wiccieswortu. Have you furnished a breakdown as to what 
you expect that is going to be used for ? 

General Soup. Yes, sir. The total shopping list equals all of 
the funds, the $116 million and the $179 million, and from those 2 
figures comes the $160.3 million. 

Mr. WiceLEswortH. Can you indicate, and if so have you indicated 
what the $160 million covers ? 

General Suour. That is impossible. We have not indicated it and 
it is impossible to indicate. As I explained before, we cannot tell 
what those items are. If we could, we would not need the money. 
If we had an item that we knew was going to be one of the ones which 
would fall down in research or fall down in the development stage 
in testing and we could not order it, we would not ask for the money. 

Mr. Wiceieswortn. I can understand your asking for it if you are 
going to expend it or obligate it, but the question in my mind is why 
you should ask for $160 million which, by your best guess at the 
moment, is not going to be obligated before you come back here again ? 

General Sxovur. It is a requirement in dollars to fund for the mo- 
bilization position we are required to be in at the end of 1957. 
. Mr. Wiacimsworrn. Whether you can get there or not, you do not 
<now ¢ 

General SHovup. That is correct, sir. 

Mr. WiceLeswortu. I think that is all, Mr. Chairman. 


SUMMARY OF MARINE CORPS SHOPPING LIST 


Mr. SHepparp. I wish you gentlemen would compile a summary 
of this shopping list for the record. This is too bulky within itself. 
Please boil it down and give us one to put in the record. 

General Soup. Do you want the total of the two shopping lists in 
the record? 

Mr. Suepparp. Have your budget people work it out with the 
clerk because he knows the data we need and desire. 

(The breakdown of the shopping list referred to above is as 
follows :) 
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Marine Corps procurement 





Fiscal year 1956 unobli- 
gated balance 





Shopping 


list for new E 
stimated 
obligational| Total unobligated 


| authority, | itemized 
Estimated | shopping list | 1957, $17 June 30, 1957 


commit | $116 million | million 




















1. Ammunition and guided missiles - _- 70, 221, 025 | 38, 562,000 |108, 783, 025 
1A. Ammunition_-----.....---- 70, 221, 025 | 21,169,000 | 91,390, 025 
1B. Guided missiles- - -_--- 0 | 17,393, 000 | 17,393, 000 
2. Weapons and ordnance equipment. 43, 002, 906 | 30,384,000 | 73, 386, 906 
OS. MOET... .cnccneo-atde | 1, 015, 622 96,000 | 1,111, 622 
3B. PE ho cxinnces wrens 2, 166, 014 604,000 | 2,770,014 
2C. Combat vehicles.____- 26, 521,270 | 28,950,000 | 55, 471, 270 
2D. Guided missile equipment_ 13, 300, 000 734, 000 | 14, 034, 000 
3. Electronic and communication 
equinmont...........5-—. ‘ 2, 626, 656 | 52,210,000 | 54, 836, 656 
3A. Electronics equipment____- 2, 626, 656 | 41,001, 000 | 43, 627, 656 
3B. Guided missile electronics _- 0 | 11,209,000 | 11, 209, 000 
4. Support administrative vehicles. ___ 943,000 | 9, 494,000 | 10,437, 00 
4A. en — vehicles. _-- 0 705, 000 705, 000 
4B. Tactical vehicles , ” eee wet 943,000 | 8,789,000 | 9, 732, 000 2 
5. Railroad, construction, and mate-. 77, 514, 643 4160, 308, 230 
terials hs andling equipment. __- | 21,950,000 | 21, 950, 000 
5A. Railroad equipment__------ 0 0 
5B. Construction equipment. _- 20, 785, 000 | 20, 785, 000 
5C. Materials handling oy 
mis te. ; 1,165,000 | 1,165, 000 | 
6. Items for test. _- sleet ta 26, 400, 000 | 26, 400, 000 
GA. Asnmemnition .............-: 386, 000 386, 000 
6B. Guided missiles. ___...-..-- 





11, 515, 000 | 11, 515, 000 
0 0 


304,000 | 304, 000 
2,895,000 | 2,895, 000 
4,101,500 | 4,101, 500 
6, 954, 500 | 6, 954, 500 

244,000 | | 244, 000 


iD, EY 8% 5 camenant cans 
6D. Weapons. --------- oro 
6E. Combat vehicles_____----- 

6F. Electronics equipment. -_- 
6G. Support vehicles nat 
6H. Other equipment___-------- 





coocococoecoco coco 























RN ciesheapinsinrenisiemdansoe | 77, 514, 643 | 116,793, 587 (179, 000, 000 |295, 793, 587 | 1 2 160, 308, 230 
1 J caadbseces 















194, 308, 230 




















! Unknown as to specific items or exact status of procurement. 
2 It is a total estimate based on overall experience with no-year procurement appropriations involving 
highly specialized military equipment. 










Mr. SuHepparp. All right, gentlemen, this committee will stand 
adjourned until 10 o’clock tomorrow morning. 







Tuurspay, Marcu 1, 1956. 
’ , 





JUSTIFICATION OF THE ESTIMATES 





Mr. SHepparp. Mr. Reporter, you will insert pages 2 through 8 
(The pages referred to are as follows:) 





JUSTIFICATION OF EsTIMATES FOR FiscaL YEAR 1957—MAaRINE Corps 
PROCUREMENT 






Appropriation introduction 





































Fiscal year Fiscal year | Fiscal year 
1955 1956 1957 
DIOR OF GERI. 5 oo vine cic dtsie swe ckascsnepescctesns $129, 974, 000 | $290, 190,000 | $179, 000, 000 
Unobligated balance brought IE 6 6b: be cdrcintntpian cans --| 323,005,867 | 235, 118, 230 194, 308, 230 
Recovery of prior years’ obligation... --...----.-------------- 2, 853, 832 0 0 
Reimbursements from other accounts (collected and earned) .- 6, 731, 084 9, 000, 000 7, 000, 000 
Pe ens DVRS Gor GomnenOs 6 on. ncn cnc cn ccencccnns 462, 564,783 | 534, 308, 230 380, 308, 230 
Comparative transfer from M. C. T. and F_-..-..------------ +502, 038 | +2, 611,000 0 
Unobligated balance carried forward ...........--------------- 235, 118, 230 | 194, 308, 230 160, 308, 230 
escent Tecagipia meine seems 227, 948, 591 342, 611, 000 220, 000, 000 
Obligations payable out of reimbursements---.-........-------- 8, 006, 724 15, 000, 000 10, 000, 000 












Obligations payable out of appropriated funds. -.-.-.....-. 219, 941, 867 | 327,611, 000 | 210, 000, 000 
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During fiscal year 1957 the Marine Corps will maintain 3 Marine Divisions, 
3 Marine aircraft wings, and supporting forces with an end-year strength of 
205,735. The plans for deployment of the combat forces throughout fiscal year 
1957 are not changed from those with which we plan to end fiscal year 1956. The 
Marine Corps will maintain an air-ground task force in the Far East, as well as a 
smaller air-ground task force in the Territory1f Hawaii. 

The appropriation ‘‘Marine Corps procurement” is the appropriation that 
finances the procurement, manufacture, ard modification of armament, ammuni- 
tion, and major items of military equipment. 

It is the objective each year to fund through this appropriation the items neces- 
sary for training scheduled throughout the year, replacement of items which have 
been worn out through use, initial and replenishment allowances for new items 
adopted for use when their adaptability has been proven, and for mobilization 
reserve stocks. 

The major portion of the funds in this appropriation are required to approach 
the Marine Corps objective in mobilization reserve position. Each year an 
increment of this total objective is funded. Individual items are reviewed each 
year to insure consonance with price changes, changes in requirements and 
changes in mobilization plans. The fact that a budget activity or project increases 
or decreases does not mean that like programs (such as in a maintenance appro- 
priation) are costing more or less but rather that these programs are reflecting the 
annual balancing process. 

The portion of the mobilization reserve objective requested in this budget for 
fiscal year 1957 will enable the Marine Corps to achieve one-half of the mobilization 
reserve materiel requirement for those items on which production information has 
been received from the procuring agency, and a position equal to estimated 
requirements in the first 3 months after mobilization for those items on which no 
production information is available. However, no funds are requested to increase 
the position of mobilization stocks of conventional ammunition. A further 
exception to this general position is outlined in paragraph 3 (b) on page 7. Guid- 
ance issued by the Secretary of Defense is the basis for funding this portion of 
mobilization requirements. 

The Marine Corps performs tests and evaluations on new types of equipment to 
determine their adaptability to Marine Corps use. The equipment procured 
herein are prototypes and in certain instances are the results of accomplishments 
by the research and development program. These funds are not a duplication of 
the research and development program but are necessary for the phase following 
research and development. 

In addition to procurement of equipment this appropriation also finances the 
first destination transportation costs for those items which are to be delivered 
during the fiscal year from procurement orders of fiscal years 1955, 1956, and 1957. 

It is of utmost importance ia order to achieve optimum utilization of funds and 
to avoid waste that an item planned for procurement be studied exhaustively 
before actual procurement action is initiated. This tends to delay obligations as 
the consideration and reconsideration given to each item to be procured necessarily 
is a time-consuming process. However, funds must be available for immediate 
citation whenever it is to the best interests of the Government to place the order. 
There is the further requirement that the due process of law and regulations be 
observed once the procurement action is begun. This tends to further increase 
the timelag in the recording of an obligation consistent with definition in law. The 
preceding tabulation indicates that $160,308,230 will be carried forward into fiscal 
year 1958 as an unobligated balance. This balance represents the estimated dollar 
value of procurements in various administrative stages of procurement short of 
that point at which an obligation can properly be recorded. It is vitally important 
that these funds be available throughout fiscal year 1957 so that an orderly proces- 
sion of steps can be taken to insure timely procurement. 








Summary of obligations by budget activity 























Obligations payable from appro- | 
UN sie ian wre | 1 219, 941, 867 2 327, 611, 000 210, 000,000 | —117, 611, 000 


| Difference 
No Budget activity title 1955 actual | 1956 estimate | 1957 estimate 1957 com- 
ace ——" iad thal pared with 
n ' 1946 
1 | Ammunition and guided missiles. _-_.__- $111, 914, 490 | $174, 244,000 | $96, 500,000 | —$77, 744, 000 
2 | Weapons and ordnance equipment___._| 68, 806, 217 82, 424, 000 45, 000,000 | —37, 424, 000 
3 | Electronic and communication equip- 
SUS Sesthedeehampetel Jogaee cigs aging 16, 257, 724 31, 244, 000 | 30, 000, 000 —1, 244, 000 
4 | Support vehicles__._.________.-..-2.__- | 12, 967, 239 9, 773, 000 6, 500, 000 —3, 273, 000 
5 ilroad, construction, and materials 
handling equipment-_......._....---- 7, 001, 739 17, 375, 000 13, 000, 000 —4, 375, 000 
6 | UID oie peace sens has ee 2, 994, 458 12, 551, 000 19, 000, 000 +6, 449, 000 





! Reflects comparative transfer of +$502,038. 
2 Reflects comparative transfer of +$2,611,000. 


The amounts shown above reflect direct obligations only estimated in accordance 
with the provisions of section 1311 of Public Law 663, 83d Congress, 

The comparative transfer of +$502,038 for 1955 and +$2,611,000 for 1956 
represent engineer items previously funded in Marine Corps Troops and Facilities. 
These items are of the type considered as more appropriately coming within the 
provisions of ‘‘Marine Corps Procurement.’’ The amount to fund for these types 
of items in 1957 is $715,000. 7 

In the preparation of the estimates for this appropriation for the fiscal year 1957 
the program in broad terms is shown below. 

Guidance and assumptions in general terms: 

1. (a) Personnel strength for the fiscal year 1957 will be 201,000 begin and 
205,735 end. 

(b) There will be no combat in fiscal year 1957. 

(c) Marine Corps forces now deployed in the Far_East and Hawaii will remain 
in those areas throughout the fiscal year 1957. = en! 

2. (a) The peacetime materiel requirements for Regular Marine Corps forces 
encompass (1) Security Forces; (2) Fleet Marine Forces; (3) Posts and Stations; 
(4) Marines afloat. he peacetime consumption is planned at training replace- 
ment rates. Materiel support will be at guthorined allowances and forces will 
be maintained at full combat materiel effectiveness. 

(b) The currently authorized peacetime pipeline will be maintained. 

(c) Requirements for mounting out will be maintained. 

(d) The Army will continue to furnish supply support and common services to 
the forces remaining in the Far East, on a reimbursable basis, through June 30, 
1957, in aceordance with the current joint service agreement. 

(e) Deficiency in remaining special equipment requirements for a task force for 
Arctic and desert operations will be provided for an an initial issue basis only. 

(f) Budget estimates for Marine Corps Reserve materiel are based on progressive 
modernization. ; 

Peacetime consumption of items funded for in this appropriation is chiefly due 
to the training of individuals and combat forces. This training will have as its 
principal objective the achievement and continuation of the highest_possible 
operational readiness for all kinds of war—small, limited, or general. Emphasis 
is to be placed on the integration of the air and ground elements for the conduct 
of landing operations under either conditions of atomie-or general warfare. It is 
planned to give the aif and ground forces maximum pdéssible @xperience in planning 
and conducting air-grouhd operations in furtherance of the concept of vertical 
envelopment based on the all-helicopter assault. Emphasis will continue on 
night training, cold-weather training, and marksmanship training. 
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All units are to be maintained at 100 percent materiel readiness. During the 
fiscal year 1957 the Fleet Marine Forces will be training. An extensive program 
is planned with the basic objective of combining Marines trained as fighting 
individuals into coordinated. fighting teams. After recruit training, Marines 
will be given 4 weeks of intensive combat training. In the unit-training program 
the planned schedule includes major exercises for each of the divisions—wing 
teams, 6 exercises of the regimental combat team— Marine air group level, and 
5 exercises at the battalion landing-team level, including a cold-weather exercise. 

3. Mobilization materiel reserves are planned to provide for units and forces 
in accordance with current mobilization plans. 

(a) The mobilization materiel requirement is planned to provide for: 

(1) The achievement of a position providing for one-half of the mobilization 
requirement for those items on which production data is known with the exception 
of conventional ammunition. 

(2) A position generally equal to estimated requirements in the first 3 months 
after mobilization for those items on which production information is not available. 

(3) Commercial and quasi-commercial type items are not included in the 
mobilization reserve stocks (except for deficiencies in the M to M-+-3 period) 
when those items require packaging for overseas shipment, or are otherwise 
required to be immediately available, or when neither production nor requisitién, 
from civilian stocks could provide the full M+3 requirements. 

(b) However, strict adherence to the policy in paragraphs 3 (a) (1) and £2) 
above for the items shown helow, which are peculiar to the Marine Corps, would 
not be in keeping with sound management practices. Existing production lines 
would be disrupted, thereby increasing the unit costs, prior to achievement of 
an acceptable readiness position. Accordingly, sufficient funds have been 
requested for the following items to maintain current production facilities on a 
minimum industrial sustaining rate or, in the case of low density items, to attain 
80 to 95 percent of the full mobilization requirement: 








Item Units re- Position financed 
quested (through fiscal year 1957 
ae ‘ a ere —|—— seat ms 

fy 2 : és ie 20 | M+6. 

Ty babes i — ~~ 40 | 95 percent MRMR. 

BAe Rs oe ee a bee occ ee Ped . i sa ete eieaaked 10 | M+6. 

Rifle, 106 millimeters (ON TOS) ee Save onoeensif 41 | 80 percent MRMR. 

Guided-missile fire-control system AN/MSG-3_.._.......---.---------| 7 | 81 percent MRMR. 


REPROGRAMING OF APPROPRIATED FUNDS 


Mr. Suepparp. I wish you would explain the reprograming as 
reflected under your special -report of reprograming of appropriated 
funds from July 1 to December 1955, shown on page 7 of 21. 

Will you explain that reprograming? 

Mr. Wricut. With regard to the reprograming shown on the special 
report, the bulk of it represents a delay in transaction. In actuality 
there is only one area of major reprograming in this appropriation. 
That is under Items for Test. 

The minus figures which show on this report are items that are not 
going to be under procurement in the current year. 

Mr. SHepparp. That constitutes the reprograming aspect I have 
inquired into; is that correct? 

Mr. Wriaut. Yes, sir. Where these figures are shown they rep- 
resent delays. 

Mr. SHepparp. Those are delays caused by what, for example? 

Mr. Wricut. We have indicated we are going to have $116 million 
worth of items which will not be under procurement by June 30. 


r 
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PROCUREMENT BY DEPARTMENT OF THE ARMY 


Mr. Wiceitesworts. Of the $936 million which will be available 
with respect to fiscal 1957 if the request should be approved, and 
which we discussed yesterday, how much is in respect to procurement 
placed with the Army? 

Mr. Wricut. We do not have that figure, sir. We will furnish it 
for the record. 

Mr. Wicciesworta. Off the record. 

(Discussion held off the record.) 

Mr. WiacLeswortu. I understand you do not have the figures with 
you and that you will have to supply them for the record. Is that 
correct? 

Mr. Wricut. That is correct, sir. 

Mr. WicGLeswortn. But it is a fact that a substantial proportion 
of this procurement is not provided by the Army? 

Mr. Wricut. That is correct, sir. 

Mr. Wiacieswortn. Is it provided by the Marine Corps or from 
other sources? 

Mr. Wricutr. A minor portion by the Marine Corps. Of the re- 
mainder a large quantity is provided by the Navy, by bureaus of the 
Navy. 

My. WIGGLESworTH. What portion of the $936 million in question 
represents, (a) orders which have been placed for procurement, and, 
(b) orders that will be placed for procurement during fiscal 1957? 

Mr. Wriacur. $551 million represents orders previously placed for 
procurement. There will be $194 million carried into 1957 which is 
unobligated. 

Mr. WicGLeswortn. I want to know how much of the $936 million 
which you request to be made available with respect to fiscal 1957 
represents, (a) orders that already have been placed for procurement, 
and, (6) orders that will be placed for procurement during fiscal 1957? 

Mr. Wricut. $551 million are orders previously placed. There 
will be $210 million of obligations during 1957. We will have a 
carryout of unobligated of $160 million. 

Mr. WiecGLteswortu. I am talking about orders placed for pro- 
curement. 

Mr. Wriext. $551 million, sir. 

Mr. WiaGLeswortH. That has been placed already. But in addi- 
tion there will be some placed in 1957; will there not? 

Mr. Wricur. Yes, sir. That will be $210 million. 

Mr. WiGceLeswortH. Those are obligations. 

Mr. Wricur. We do not have the exact figures of obligations plus 
commitments because a portion of the $160 million carried out 
unobligated will be in committed status, and that amount is unknown 
at this present time. 

Mr. WiccieswortsH. The answer is that you don’t know how much 
will be ordered during 1957 at this time? 

Mr. Wricut. That is correct, sir. 

Mr. WiGGLeswortH. You have no estimate for it? 

Mr. Wricut. That is correct, sir. There will be in excess of 
$210 million. 
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Mr. WiaccieswortnH. I wish you would furnish for the record, if 
you have not already done so, a table showing the orders that already 
have been placed and the orders that you ‘know will be placed in 
fiscal 1957 by category and by source of procurement. 


Mr. Wricar. Yes , sir. 
(The information requested is as follows:) 


Marine Corps procurement—Estimated status of funds by budget activity and service, 
July 1, 1956 


[Thousands of dollars] 





| aS 




















eae Air Marine 
Total | Army Navy | Wome Corps 

1. Ammunition and guided missiles. _...........--- 371, 965 | 273, 874 82, 825 | 15, 266 
Estimate of orders placed by June 30, 1956._..| 263,182 | 202, 272 53, 367 7, 543 
Planned shopping list, fiseal year 1957 ---| 108,783} 71,602 29, 458 | 7, 723 
2. Weapons and ordnance equipment---_.-_-__- | 340, 092 136,498 | 198, 026 | is 5, 568 
Estimate of orders placed by June 30, 1956__..| 266, 705 112, 937 | 151, 608 2, 160 
Planned shopping list, fiscal year 1957__-..__- | 73,387 23, 561 46, 418 3, 408 
3. Electronics and communication equipment. ---_- 117, 498 24,550 | 60,287 | 23,583 | 9, 078 
Estimate of orders placed by June 30, 1956. _ - 62,661 | 18,296 | 32,109 | 6, 081 | 6,175 
Planned shopping list, fiscal year 1957_-___- 54, 837 | 6,254 | 28,178] 17,502 | 2, 903 
4. Support vehicles_- euiiciipeniniei aed nn Pn... 4 1, 317 
Estimate of orders placed by June 30, 1956_ _--. 14, 410 13, 109 439 | 862 
Planned shopping list, fiscal year 1957__- .-| 10,437 5, 717 | 4, 265 | | 455 

5. Railroad, construction and materials-handling | 
equipment atesatin sions a onteneia ene 37, 396 17, 445 5, 844 | | 14, 107 
Estimate of orders placed by June 30, 1956._..| 15, 446 7, 783 | 3, 802 3, 861 
Planned shopping list, fiscal year 1957__- 21, 950 | 9, 662 | 2, 042 | | 10, 246 

| 
6. Items for test__....- ceases Scawdae M4, 409 10,938 | 31, 008 384 | 2, 079 
Estimate of orders placed by June 30, 1956_ _-- 18, 009 | 2,878 | 13, 722 | 34 | 1, 375 
Planned shopping list, fiscal year 1957_..____- 26, 400 8,060 | 17,286 | 350 | 704 
Total au ; 936,207 | 482,131 | 382,694] 23,967/ 47,415 
Estimate of orders placed by June 30, | 

1956 |} 640,413 | 357,275 | 255,047 6, 115 1 21, 976 
Planned shopping list, fiscal year 1957_..| 295, 794 | 124, 856 127, 647 17, 852 25, 439 


i Includes military assistance funds. 


Mr. WiaeaieswortuH. That is all, Mr. Chairman. 
Mr. Suepparp. All right, gentlemen. 


AMMUNITION AND GUIDED MISSILES 


Budget activity No. 1—Ammunition and guided missiles 











| Difference, 
s, | dont 40%a “ .}) | 1956, esti- 1957, esti- 1957 com- 
No. Project title 1955, actual mate mate pared with 
| | 1956 
ac] ee ee 5 nn a Ete aad. is 
an ne esiine $99, 439, 603 | $150, 638, 420 79, 107,000 | —$71, 531, 420 
1B...| Guided missiles --~...........- ae 12, 474, 887 23, 605, 8 580 17, 393, 000 —6, 212, 580 
| Obligations payable from appro- 
DER BEE picsccocmaukae en | 111, 914, 490 | 174, 244, 000 | 96, 500, 000 | —77, 744, 000 
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Mr. SHepparpD. We will pick up activity No. 1 shown on page 9, 
of the justifications, ‘Ammunition and guided missiles.’’ 

I note you had an actual obligation in 1955 of $111,914,490, 1956 
estimate of $174,244,000, and an estimate of $96,500,000 in 1957 
reflecting decrease of $77,744,000. 

As compared to last year’s objectives, you are considerably short 
of the mark. In other words, the budget of 1956 reflects $154,458,000 
for fiscal year 1955, $197,480,000 for fiscal year 1956. Now you 
show in 1955 $99,439,603, and in 1956 it is $150,638,420. 

I presume there is a portion of this attributable to 1311. Is that 
true? 

General SHovur. Yes, sir. This is on the basis of certified obligation. 

Mr. SHEPPARD. What would be the balance of it, if it is not all 
predicated upon section 1311, what'is the balance? 

General SHovr. Commitments or funds that have not even been 
committed. 

REDUCTION IN ESTIMATES FOR 1957 


Mr. SHEPPARD. The request of $79,107,000 is a great deal less than 
we have had in the past. We want the picture before us. Changes 
in various and sundry other items have changed this item as well as 
others we have discussed. Is that correct? 

General Suoup. Yes, sir. 

Mr. Suepparp. If you have an explanation for the change to 
$79,107,000, I would like to have it at this point. If you do not, we 
shall put it in the record. 

It is considerably lower than it was last year. 


STATUS OF MOBILIZATION RESERVE STOCKS 


General Suoup. There are no funds in the ammunition area for 
procurement of mobilization reserve stocks. There are funds only for 
procurement of consumption in conventional type ammunition. 

Mr. Suepparp. Is the mobilization stock full, or don’t you need 
any in that category? 

General McA.istErR. We are in a position of approximately M plus 
3 which is generally equal to 50 percent of our mobilization reserve 
materiel requirements in ammunition with the funds which you gave 
us last year on hand and funded. 

Mr. Wicaieswortn. Exactly what do you mean by M plus 3? 
Does that include reserve stocks over and above what you would 
expect to use in that period? 

General McAuistrer. Yes, sir. That means, Mr. Wigglesworth, 
that we would have enough ammunition on hand to mobilize, to deplov 
our divisions as per the approved war plans, and that at M plus 3 if 
we kept our pipeline going it would begin to suck air from our ammu- 
nition depots. 

Mr. AnpreEws. That 3 means 3 months, does it not? 

General McAuister. Yes, sir. 


GUIDED-MISSILE PROGRAM 
Mr. Suepparp. Would you give us some details on your guided- 


missile program? I notice you have a guided-missile battalion that 
is to be activated. I want some explanation of that. 





dE OR Ae RSPR altar cr all NA i ws tet Reataes alia ies AERA A IDE i RI bod 


: 
4 
3 
4 





mcrae 


Pe ne ne Oe CE ee oe SW te 


sss Tash ak Rr de 








The testimony up to this point indicates you are having some 
difficulty through your procurement operations here. Give me an 
explanation on this guided-missile aspect, will you please? 

General McAuister. The guided missiles referred to here, Mr. 
Chairman, is the Terrier. We have one battalion activated now. 
We expect to activate another battalion during fiscal year 1957. 

We and the Navy are the only people who use this missile. We 
have been dividing the output of the one plant between us to best 
meet our needs. 

That missile, while it is being manufactured, is also going through 
an improvement and further development to give it greater range 
and make a better missile out of it. 

Mr. Suepparp. Are you doing some in-service testing in that field? 

General McAuisrer. All the time; yes, sir. 

This year the Navy expects to activate 1 or 2, I am not sure, guided- 
missile cruisers, so that they will take a larger proportion of the factory 
output to give those cruisers their fill than they have taken in the past. 

The missiles we are asking for here will put us at about 15 percent 
of our mobilization reserve-material requirement, but we don’t care 
to get too filled up. We are willing to take a calculated risk with this 
missile which we think in a couple of years will be a much better 
missile. 

Mr. SuepparD. Then I can interpret from your answer that insofar 
as your supplies are concerned in the missile category you will have 
ample to justify the existence of this battalion? 

Pinal McAuistrEr. Yes, sir. 

Mr. Suepparp. Off the record. 

(Discussion held off the record.) 

Mr. ANprEws. How many missiles does the Marine Corps use now? 

General Parr. A year? 

Mr. Anprews. Different types. 

General Pate. We have only this one in production at the moment. 
Then we have the Sparrow, our air-to-air missle. 

Mr. AnpREws. You do no research in missiles? 

General Parr. No. 

Mr. AnprEws. Who does that for you, Navy? 

General Pate. Navy and anybody else who is in it. We keep 
close contact with all of them. 

Mr. WiaecLeswortH. You state in the justifications with reference 
to ammunition that although obligations in fiscal year 1957 are esti- 
mated at $79,107,000, the request for new obligational authority 
contains the amount of $21,169,000 only required to initiate the 
procurement of ammunition and to cover first destination transporta- 
tion costs, 

Does that mean that the $21,169,000 is in respect to deliveries after 
fiscal 1957? 

General SHovup. That is during 1957, sir. 

Mr. Wiacteswortu. What is the balance for? $21,169,000 is to 
initiate procurement and first destination transportation costs. 
What is the balance for? 

General SHovup. That is all the money we are asking for in 1957 to 
purchase ammunition. 

I would like to point out that the tables to which you have been 
referring have nothing to do whatsoever with the funds we are request- 
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ing for appropriation, nor what we asked for last year. It is purely 
on an obligational basis. 

The table that I have here, and I presented it yesterday, the table 
will show the funds and the figures I am sure you are talking about, sir, 
the difference in the funds we are asking for this year and last year. 

Mr. WiceLeswortu. Off the record. 

(Discussion held off the record.) 

General Suour. The sheets following the tables tell the story about 
the funds we have asked for appropriationwise. 

Mr. WieG.Leswortn. Off the record. 

(Discussion held off the record.) 

Mr. Wiee.eswortn. I understand that this table in the justifica- 
tions deals in terms of obligations and it does not in any way reflect 
the expenditure in the 3 years referred to? 

General SHoup. That is correct. 





EXPENDITURES 


Mr. WiceL_eswortH. What in fact are your expenditure figures for 
1955 actual, and for ’56 and ’57 estimated? 

General Suovp. In this activity, sir? 

Mr. WiaGLEeswortnH. Yes, in this ammunition activity. 

General SHoup. Expenditures in this activity, January 31, are 
$56,537,072. 

Mr. WiacieswortnH. That is a 7 months’ figure? 

General SuHovup. Yes, sir. 

Mr. Wiae.eswortn. What I am trying to get at is something 
that will give us a comparative picture of what you actually have 
spent for ammunition in 1955, and estimate for ’56 and 757. 

If you can’t give it to us that way perhaps you can do what you 
did last year, when as a result of a request on page 433 of the hearings 
you supplied to the committee, I think, a breakdown by type of 
ammunition showing where we were as of June 30, 1953, what was 
received in fiscal 1954, what was consumed in 1954, and so on for 
1955 and 1956. 

Perhaps you could give us similar information brought up to date. 

General Suovup. Yes, sir; there it is. 

Mr. WiaeLeswortH. Thank you very much. 

Mr. SuHepparp. That information is being supplied for the commit- 
tee and not for the record due to security classification. 

Mr. WiacieswortnH. Off the record. 

(Discussion held off the record.) 

Mr. Wiac.iesworts. I have nothing further Mr. Chairman. 


WEAPONS AND ORDNANCE EQUIPMENT 


Budget activity No. 2—Weapons and ordnance equipment 





Difference 
“ ‘ . 1955, 1956, esti- | 1957, esti- | 1957 com- 
Number Project title actual mate mate pared with 
1956 
2A NE inst cahicsenssiods vsbugi dina eesaba $2, 341, 123 | $9, 896, 808 | $3, 850,000 | —$6, 046, 808 
2B OR oe ace secant 3, 586, 986 4, 303, 230 1, 310, 000 | —2, 993, 230 
2C Combat vehicies......................<. aaandn 62, 697,096 | 53, 381,929 | 36, 380,000 |—17, 001, 929 
2D Guided missile equipment_._.--.-.---.----- 181,012 | 14, 842,033 | 3, 460,000 |—11, 382, 033 
| Obligations payable from appropri- 
IO CIE cin vat adenneancennesrman 68, 806, 217 | 82, 424,000 | 45, 000,000 | —37, 424, 000 
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Mr. SHepparp. All right, gentlemen. We will pick up the next 
budget activity, No. 2, ‘Weapons and ordnance ey’ com- 
posed of four subitems. 

I notice in 1955 the actual was $68,806,217, in 1956 it is $82,424,000, 
ener in 1957 it is $45 million, which reflects a total of $37 424,000 
ess. 


ARTILLERY 


Let us pick up the first item. Under 2A, ‘‘Artillery,’”’ you show a 
decrease of $6,046,808, what is the reason for that decrease, please? 

General SHovur. Decrease in these tables is an indication of what we 
have been talking about, that the items were not procured or ready 
for procurement as anticipated. 

Mr. SHepparb. Does that mean, also, you will ultimately not need 
them? 

General SHour. No, sir; we ultimately need them. They are part 
of the program and the funds are in here to pay for them. 


WEAPONS 


Mr. SHepparp. All right. Take up the next item, under 2B, 
‘“‘Weapons.”’ We find a decrease of $2,993,230. The same explanation? 
General SHovup. Yes, sir. 


COMBAT VEHICLES 


Mr. SHepparD. 2C, “Combat vehicles.’”” You show a reduction of 


$17,001,929. Is the same explanation true there? 
General Suovup. Yes, sir. 


GUIDED MISSILE EQUIPMENT 


Mr. SHepparp. 2D, “Guided missile equipment,’ decrease of 
$11,382,033. The same explanation for that? 

General SHovp. Yes, sir. 

Mr. SHEPPARD. Questions, pertaining to budget activity No. 2 
reflected on page 12 of the justifications? 

Mr. WiacGLEswortH. What is included under the heading of ‘““Com- 
bat vehicles’’? 

General McAuister. The major items, Mr. Wigglesworth, are 
landing vehicles, tracked, and the rifle 106 millimeter commonly re- 
ferred to as ONTOS. 

Mr. WicGLeswortnH. No trucks or tractors? 

General McAuister. Tractors to tow the skysweep. 

Mr. WiacteswortH. No automobiles? 

General McAuister. No, sir; not in this budget activity. 

Mr. Wicciesworrn. That is all, Mr. Chairman. 
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ELECTRONICS AND COMMUNICATION EQUIPMENT 


Budget activity No. 3—Electronics and communication equipment 


| | | | Difference 

. wee 41, 1955, 1956, esti- 1957, esti- | 1957 com- 

Number | Project title | actual | mate | mate | pared with 
opr | | 1956 





3A Equipment other than for guided missiles \g15, 984, 152 $20, 483, 978 |$28, 049, 400 wr 434, 578 
3B Guided missile electronics. ._...........--- 273, 572 | 1 , 760, 022 | A » 950, 600 | +190, 578 


Obligations payable from appropri- | 
Ne ee ere 16, 257, 724 | 31, 244, 000 | 30, 000,000 | —1, 244, 000 


Mr. SHeprparp. Next activity, activity 3, “Electronics and com- 
munication equipment,” reflected on page 16 of vour justifications, 
wherein I note your actual appropriation in 1955 was $16,257,724, 
vour estimate in 1956 is $31,244,000, and your estimate in 1957 is 
$30 million. That reflects a total decrease of $1,244,000. 

According to your justifications you are requesting appropriations 
for $52,210,000 for this activity. 

This is $22,210,000 in excess of your estimated obligations. Why 
is that? 

Mr. Wriacur. A great deal of new electronics equipment is planned 
for in the 1957 budget request. 

It represents a delay in the obligations. Actual request for new 
appropriations is greater than that of last vear. There will be 
delay in the recording of the obligations. 


GUIDED-MISSILE ELECTRONICS 


Mr. SHEPPARD. In the item, 3B, ‘Guided-missile electronics,’ 
you show a plus of $190,578. Why the difference between the two 
and what is vour explanation? 

General SHoup. The explanation is that we in this category 
recorded more obligations than we thought we would last year. 
This is related to expected deliveries. 

Mr. SuHepparp. In other words, you want the additional $190,578 
to take care of difficulties created in the last fiscal year or this fiscal 
year? 

Mr. Wricur. Basically we had a small appropriation request in 
1956. It is going up in 1957. We are ordering items similar to those 
ordered in the past. We expect there will be a slight rise in the 
obligation rate. 

INCREASE REQUESTED FOR 1957 


Mr. ANprREws. Your request this year, coupled with your un- 
expended money, will give you $41,001,000 for this purpose? 

Mr. Wricurt. No, sir. Our request is for $41 million of new money. 

Mr. WiacGieswortH. That means you are asking for $12 million 
more than you expect to obligate in this fiscal year. Is that correct? 

Mr. Wricur. That is correct, sir. 
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Mr. WicGLeswortn. Where is that increase? 

Mr. Wricur. The increase is in the area of the $160 million of 
unobligated balances we will carry forward. We consider we have 
a great deal of new equipment in electronics which is apt to lag in 
the obligations table. 

Mr. Wiaee.teswortH. How much of the $12 million is in that 
unobligated balance carried forward? Can you tell us that? 

Mr. Wriaurt. No, sir. 

Mr. WiacG.ieswortu. Mr. Chairman, the same thing seems to crop 
up from start to finish in this appropriation on account of the unobli- 
gated balance carried forward. 

Mr. Suepparpb. That is correct. 

Mr. WiacGLeswortnu. It seems to me these justifications are very 
unsatisfactory for this reason. I do not blame those who are here 
today, who are simply following instructions, but I hope the situation 
will be straightened out before the next request. I have no doubt 
we can clarify the picture before we mark up this bill. 

I have no further comment at this time, Mr. Chairman. 


Support VEHICLES 


Budget activity No. 4—Support vehicles 


| | 

| | | Difference 

1955, | 1956, esti- | 1957, esti- | 1957 com- 
actual | mate mate pared with 

| 1956 

i } | FIO 


Number Project title 


4A Administrative vehicles... ...........-.-.-- $421, 306 $1, 068,939 | $500, 000 — $568, 939 
4B Tactical vehicles_.-. ---+-------| 12, 545, 933 | 8, 704, 061 6, 000, 000, —2, 704, 061 


Obligations payable from appropri- | 
I a abd k sh tanee ak ee | 12,967,239 | 9,773,000 | 6,500,000 | —3, 273,000 


Mr. Suepparp. All right, gentlemen. We will pick up the next 
budget activity No. 4, ‘Support vehicles,” reflected on page 19 of 
your justifications. 

Your actual 1955 was $12,967,239, in 1956 the estimate was 
$9,773,000, the 1957 estimate is $6,500,000, reflecting decrease of 
$3,273,000. 

REPLACEMENT OF PICKUP TRUCKS 


Last year you received funds for 212 sedans to replace pickup trucks 
in the recruiting service. Now you are requesting 124 for the same 
service and for the Reserve districts. 

What is the apparent end of this type of operation, meaning so far 
as the requirement is concerned? Will this take care of the problem, 
and, if so, to what point timewise? 

General McA.istTErR. As you mentioned, 124 are to replace pickups 
in the recruiting service and Reserve. Those are pickups which will 
reach the end of their useful life during that fiscal year. We will 
require to complete that program 115 replacements for pickups in 
1958 and 131 in 1959. 

Mr. SHEepparD. What category do the pickups fall into; adminis- 
trative vehicles? 

General McAuistEr. Yes, sir. 

74195—56——12 





TACTICAL VEHICLES 


Mr. SHepparD. What is the situation pertaining to your tactical 
vehicles? You show a decrease there of $2,704,061. 

General McAuistrer. That is in the nature of carriers, amphibious, 
cargo; trailers; machine shop trailers; trucks, 5-ton cargo; trucks for 
our missile carriers for the Terrier battalions; and in general trucks 
and trailers which are employed in the fleet Marine forces in the 
field. 

Mr. SuHeprarD. What is the general status of your reserve stocks 
in this field? 

General McAuistrer. This will take us to the same position in this 
category as we have budgeted for all the way through, namely M plus 
3 months, on items which we do not have production data and one-half 
of our mobilization reserve material requirements in areas where we 
do hold production data. 


ADMINISTRATIVE VEHICLES 


Mr. SuHepparD. Do you buy administrative vehicles? 

General McAuister. The Army buys them for us. 

Mr. SuHepparp. How about the tactical vehicles? 

General McAutster. The Army buys them with the exception of 
two items here, sir. The Navy is buying our missile carriers for the 
Terrier missile and the Marine Corps is purchasing its trailer, 2 ton, 4 
wheel, stockroom. 

Mr. Suepparp. What has been your experience in purchasing your 
administrative vehicles insofar as delivery within the requirad: time 
element? 

General McAuistrer. Considering the chore that is imposed on the 
Army, who must do this for all services, I think we cannot complain, 
However , It takes a considerable period of time and sometimes runs 
into the fiscal year following before we get our vehicles or obligate 
our funds. 

Mr. SHerparpD. How does it compare with prior years when you 
were doing your own procurement? 

General McAuister. I will let the Quartermaster General’s repre- 
sentative answer that. Lieutenant Colonel Olson. 

Colonel Otson. In my opinion we are receiving very adequate 
service from the single-service assignment in this commodity area 
and it compares very “favorably with our own procurement for motor 
transport when Headquarters, Marine Corps was negotiating. 

Mr. Suepparp. Has there been any delay caused by nondelivery 
of your motor vehicle requirements in the functions of the Marine 
Corps and its operational requirements? 

General Pars. I know of none, myself. 

Mr. Suepparp. Very well. Apparently this particular aspect of 
the interservice seems to be working while others previously referred 
to have been running into difficulty. 

General Parr. That is correct, sir. 

Mr. SuHepparp. Rather interesting, Mr. Secretary, that we can 
find our delegated agency doing a good job in one ramification and 
not so good perhaps in the other—and when I say not so good, it 
may be due to the workloads. 

Mr. Wiacieswortn. Under administrative vehicles you are asking 
$705,000 of new money; and for tactical vehicles, $8,789,000? 
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General Suoup. Yes, sir. 

Mr. WieeLteswortH. What is the replacement age for pickup 
trucks and for sedans? 

General McAuitster. Six years for both, Mr. Wigglesworth. 

Mr. Wieeiteswortn. All these vehicles that you contemplate 
replacing are 6 years or more in age? 

General McAuisrer. I did not hear your question, sir. I am sorry. 

Mr. WieeLeswortu. I say the 124 pickup trucks and the 90 sedans 
and the 223 pickup irucks which you want to replace are all 6 years 
or more in age? 

General McAuistrer. They will become so in 1957; yes, sir. 

Mr. WieeLteswortnH. No further questions, Mr. Chairman. 


RaAILRoaD, ConstRUCTION, AND MareriaAts HANDLING EQUIPMENT 


Budget activity No. 5—Railroad, construction, and materials-handling equipment 


Difference 

1955, 1956, esti- | 1957, esti- | 1957 com- 

actual mate mate pared with 
1956 


Number Project title 


| 
5A | Construction equipment ; --| $5, 889, 123 |$15, 881, 600 |$12, 100, 000 | —$3, 781, 600 
5B } Materials handling equipment Sh centeicall | 1, 112, 616 1, 193, 400 900, 000 — 593, 400 


Obligations payable from appro- 5 ee ee a. oe 
priated funds SeonsesheGaedeaéeel Spee na | 17, 375, 000 | 13, 000, 000 | —4, 375, 000 


Mr. Suepparp. We will pick up the next item reflected in the 
budget request, ‘Activity No. 5, Railroac, Construction and mate- 
rials handling equipment,’ composed of two subrequirements. 
Total actual in 1955 was $7,001,739; in 1956 estimated $17,375,000; 
1957 estimated $13 million, reflecting a decrease of $4,: 375,000. 


CONSTRUCTION EQUIPMENT 


Under “Construction equipment,” what type of construction equip- 
ment are you involved in here to the extent of some $12 million-plus? 

General McAuister. That runs the gamut, Mr. Chairman, of all 
types of construction equipment which we use in the field. Air 
compressors, cranes, scrapers, generators, are just a few examples. 
They are covered in more detail, of course, in our shopping list. 

Mr. Sawpparp. By the title “Construction equipment” one is 
not entitled to assume because of the word “construction” here that 
you actually are in the construction business as such? 

General McAuister. No, sir. They are for our field engineer units. 
Mr. Suepparp. I see. In your ‘Materials handling equipment,”’ 
you ask for $900,000 in that capacity. What type of equipment is 

involved there? 

General McAuister. That sir, is forklifts and truck lifter, telescopic. 

Mr. SuHepparp. General equipment that is applied around ware- 
houses and various other places of like character; is that correct? 

General McAuister. Yes, sir. 

Mr. SHepparD. Your review of this equipment field is predicated 
upon the same procedure you followed heretofore when you made 
your budget presentations for parallel requirements? 

General McAuister. There has been some $700,000 shifted that 
we previously procured in “Troops and Facilities” that the items more 
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nearly meet the criteria specified for these major procurement items, 
and they have been shifted to this appropriation, this activity. 

Mr. SuepparD. You contemplate having no difficulty in this pro- 
curement field? 

General McAuister. No, sir, this more nearly approximates 
standard commercial equipment than anything else we buy. 

Mr. Suepparp. Who is the buying agency in this instance? 

General McAuister. The Navy buys a great deal of that mate- 
rials-handling equipment for us and the Army and the Navy Bureau 
of Yards and Docks buy most of the construction equipment. 

Mr. Suepparb. I presume in the construction equipment require- 
ment the field of reserve stock has been surveyed at the time your 
budget was put together on this requirement; is that correct? 

General McAuister. Our aim in this activity is the same as in all 
other activities. We try to stay even across the board. 


INCREASE REQUESTED FOR 1957 


Mr. WicGLeswortu. I understand you are asking for new money 
of $785,000 approximately more than you expect to obligate in the 
current fiscal year; is that correct? 

General SHoup. That is correct. 

Mr. Wiaeieswortu. I find no breakdown of what is contemplated 
to be acquired. Why the increase of $5 million? 

General SHovup. The increase of dollars, again, is the fact that this 
is an obligation picture only and does not relate to new funds. 

Mr. WiacGieswortu. Is it fair to say that the difference between 
the $12,100,000 obligation figure and the $20,785,000 new funds 
figure is a portion of the $160 million uncommitted balance to be 
carried forward that we have talked so much about? 

General SHovup. Yes, sir. 

Mr. Wicciesworr. Off the record. 

(Discussion off the record.) 

Mr. WiccLeswortH. Your new funds requested under No. 5-B, 
Materials-handling equipment, are $1,165,000; roughly $300,000 less 
than you expect to obligate in the current year, and you say the items 
are required for a mobilization reserve of M plus three. 

If this amount is approved, will you in fact have what you need 
on that basis? 

General Suovup. Yes, sir. 

Mr. Wicc.LeswortnH. That is all, Mr. Chairman. 


Irems For TEsT 
Budget activity No. 6—Items for test 





_ | Difference 
Number Project title Zs, 1956, esti- mate ontoh ates 
1956 


a3 


+$163, 287 


|} Ammunition - -- 
+4, 153, 719 


0 
Guided missiles (including all equipment)..| $328, 165 
Artillery 0 

Weapons 

Combat vehicles..- 

Electronics equipment 

Support vehicles - 

Other equipment 372, 602 


~I 
~! 
— 


+39, 091 


BS38: 
8 | 82222332 


Obligations payable from appropri- 
ated funds 


= 


+6, 449, 000 
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Mr. SHEPPARD. We will pick up the next item reflected as budget 
activity No. 6, “Items for test,” reflected on page 25 of the justifica- 
tions, composed of 8 subdivisions wherein it is reflected your actual 
obligation for 1955 of $2,994,458, and 1956 estimate of $12,551,000 
and 1957 estimate of $19 million, reflecting a total plus of $6,449,000. 


GUIDED MISSILES 


I am going to refer to the second item, 6—B, ‘‘Guided missiles,”’ 
including all equipment reflecting an increase of $4,153,719. What 
is your explanation for the increase? 

General SHovurp. This again is an increase in expected obligations 
and does not reflect the increase in funds requested. 


SUPPORT VEHICLES 


” 


Mr. SuEpparp. I see. Same question to 6-G, “Support vehicles, 
wherein is reflected an increase of $2,872,226. What is your answer 
to that increase; the same? 

General Suovp. Yes, sir. 


RECONCILIATION OF OBLIGATION FIGURES 


Mr. Suepparp. I hand you some figures, General, and ask you to 
give us an explanation of the differential reflected there from year to 
year. They are obligational figures there and there is a differential 
if you will note. What is the answer, please? 

(Information referred to follows:) 


Fiscal year 1955 column Fiscal year 1956 column 


1956 budget | 1957 budget | 1956 budget | 1957 budget 


Guided missiles - - --_- she $1, 002, 200 | $328,165 | $2,030,000 | $5, 342, 281 

Electronics-..-_-- cidiatehetavesie 1, 392, 956 1, 892, 898 1, 745, 000 | 2, 439, 570 

Ce oo. a dobeee on jue 3, 936, 263 0 3, 578, 256 | 2, 601, 035 
| | 


General Suoup. The reconciliation between the estimates of obli- 
gations in 1956 in our submission last year, and the estimate of 
obligations in 1956 as submitted this year reflects the emphasis placed 
on getting the proper documents in order to enter obligations and 
also reflects to some extent the increased. effort on the part of the 
procuring agency to speed up the administrative processes relating 
to obligations on the requests we have made upon them. 


GUIDED MISSILES 


Mr. SuHepparp. Returning to your project 6—B, I would like to 
have you give us a specific program for 1957. I presume this would 
be off the record. If it is so determined, we will keep it off the record, 
but I would like to have the program for fiscal 1957 as to what is to 
be procured, amount, availability, and present status of the equip- 
ment, with particular attention to the helicopter-transportable mis- 
sile system and the improved air defense missile system ground defense. 

Can you give us any statement at this time covering that area? 

General McAuister. Off the record. 

(Discussion off the record.) 
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WEAPONS 


Mr. SuHepparp.: I ask you the same question pertaining to the same 
question under 6—D, ‘“‘Weapons.”’ Availability and status is what I 
am interested in there. 

General McAuister. I would like to let Colonel Walton speak to 
that. 

Mr. SHEPPARD. Yes. 

(Discussion off the record.) 


COMBAT VEHICLES 


Mr. Suepparp. I would like to inquire into the item reflected under 
6—C, “Combat vehicles,” and ask you what has been the status of 
availability and general status of usability. 

Colonel Watton. Off the record, please. 

(Discussion off the record.) 


SUPPORT VEHICLES 


\ 


Mr. SuepparD. With reference to project 6—G, “Support vehicles,’’ 
you gave us the reason for the increase there in your statement, 
General, but I would like to ask you about the availability and status 
in each of these particular requirements. 

Colonel Watton. Off the record. 

(Discussion off the record.) 

Mr. Norreuxv. This is a very important item here. I am wonder- 
ing if you are sure, as you see it now, that you have enough money? 

General McAuisrrer. We are; yes, sir. 

Mr. Norrevu. You are satisfied? 

General McAuisrrmr. Yes, sir. American Motors owns the right 
on this particular vehicle and we have indirectly gotten our estimates 
from them, and the American-built engine is so far showing up very 
well in its tests. 

Mr. Norreuu. That is all. 

Mr. Suepparp. What is the horsepower on that motor? 

General McAuistsr. Fifty-five, sir. 

Mr. WiecieswortH. As you look ahead is the work in this field 
liable to expand and increase in cost pretty steadily in the future? 

General McAuister. The modernization and conversion program, 
Mr. Wigglesworth, as we reach the capability to make an all-helicopter 
assault, is going to increase. 

Mr. Wiaceiesworts. I am thinking more specifically of budget 
activity No. 6, “Items for test.’”’ It seems to be stepping up pretty 
rapidly and I assume it ought to. 

General McAuister. My answer is yes, sir, I think it will. 


SUPPORT VEHICLES 


Mr. WiageieswortH. Under item 6-G, where you say that 
$6,954,500 of those funds is requested for procurement of lightweight 
vehicles, and so forth, to permit full evaluation tests, how many will 
you buy with this money? 
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General McAuister. Two hundred-fifty, sir. 
Mr. Wiaa.eswortu. I believe that is all, Mr. Chairman. 

Mr. Ostrertaa. As J understand it, budget activity No. 6, “Items 
for test,” goes entirely for procurement of material for the purpose of 
testing? 

General Parse. That is correct, sir. 

Mr. Osterraa. It has no other purpose other than it might be 
termed experimental purposes and to keep these developments moving 
in the right direction? 

General Parr. That is correct, sir. 


OBLIGATIONS, 1957 


Mr. OstertaG. Now, the $19 million in this budget, brings the total 
new obligational authority up to $26,400,000; is that correct? 

General SHovur. Under “Items for test,’’ as requested in 1957, 
yes, sir. 

Mr. Osrertac. That is what I mean. Have you any estimate of 
the amount to be expended during fiscal 1957? Does the program in- 
dicate, or can you indicate what your balance will be? 

General SHoup. We have estimated $300 million appropriationwise. 
I do not think I have it at this time for this particular activity. 

Mr. Ostrertaa. Of the $26 million available for test items, that is, 
new obligational authority, do you contemplate that that amount 
will be obligated by the end of the next fiscal year or will there be an 
unexpended amount? 

General SHoup. It is estimated that part of the $26 million that 
we are asking for in 1957 will not be obligated in 1957. 

Mr. Osrertaca. Along the line of Mr. Wigglesworth’s comment, I 
am sure we are all agreed that there is a continuing and increasing 
need for this type of activity. With new developments, with new 
changes, you require increased funds for new testing and experi- 
mentation. In the field of missiles alone I note there is a substantial 
increase as well as for support vehicles. 

Does that mean we are moving rapidly into a state of readiness 
with these new developments, the increased amount going into testing 
for these new activities? 

Colonel Watton. The answer, sir, is “Yes.’”’ It follows in a close 
relationship. The combat effectiveness, of course, has a direct rela- 
tionship to our adoption of advanced technology and better weapons. 

Mr. OsrertaaG. In your justification you point out, under the head- 
ing of ‘‘Purpose and scope of work” 

It is the objective of the Marine Corps to arrive at a materiel readiness position 
commensurate with its assigned missions and necessary materiel mobilization 
position. 

Do you first learn your mission before you get yourself into readiness, 
or do you get yourself ready in the event of a mission? General, 
what is the answer? 

General Pats. We have our mission, sir. 
Mr. OsrrertaGc. You have your mission before you start? 
General Parr. Yes, sir. 
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MARINE CORPS,;TROOPS AND FACILITIES 


WITNESSES 


HON. WILLIAM B. FRANKE, ASSISTANT SECRETARY OF THE NAVY 
(FINANCIAL MANAGEMENT) 

GEN. RANDOLPH McC. PATE, USMC, COMMANDANT OF THE MARINE 
CORPS 

MAJ. GEN. DAVID M. SHOUP, USMC, FISCAL DIRECTOR 

COL. ELLIOTT B. ROBERTSON, USMC, SERVICES DIVISION, SUPPLY 
DEPARTMENT 

COL. RALPH B. DeWITT, USMC, DIRECTOR, MATERIAL DIVISION, 
SUPPLY DEPARTMENT 

COL. HAROLD G. NEWHART, USMC, DIRECTOR, ADMINISTRATIVE 
DIVISION 

COL. WAYNE H. ADAMS, USMC, SENIOR MEMBER, BOARD FOR THE 
DETERMINATION OF ACCOUNTING DATA AND DATA PROCESSING 
REQUIREMENTS 

COL. ROBERT M. HANDLEY, USMC, CATALOG SECTION, SUPPLY 
DEPARTMENT 

COL. GLENN R. LONG, USMC, ASSISTANT DIRECTOR, DIVISION OF 
RESERVE TRAINING 

LT. COL. JOHN J. PADLEY, USMC, RECRUITING BRANCH, PER- 
SONNEL DEPARTMENT 

LT. COL. ROBERT O. GRIDER, USMC, GENERAL SUPPLY SECTION 
SUPPLY DEPARTMENT 

LT. COL. PAUL H. MILLICHAP, USMC, SERVICES DIVISION, SUPPLY 
DEPARTMENT 

MAJ. HERBERT C. REED, USMC, ENGINEER SUPPLY SECTION, SUP- 
PLY DEPARTMENT 

MAJ. CLYDE T. WALLER, USMC, TRANSPORTATION SECTION, SUP- 
PLY DEPARTMENT 

MAJ. ROBERT T. FAUGHT, USMC, RESERVE BRANCH, DIVISION OF 
AVIATION 

LT. JOHN T. ENOCH, USMC, PERSONNEL ALLOWANCES BRANCH, 
G-1 
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Program and ne 


1955 actual | 1956 estimate | 1957 estimae 


Program by activities: 
Direct obligations (volume of obligations for service 
account): 
1. Training and operations -| $90, 766,524 | $110, 488, 000 $118, 102, 000 
. Depot supply system | 29, 468, 129 35, 411, 000 34, 639, 000 
. Transportation of things . 13, 930, 993 | 9, 109, 000 | 8, 741, 000 
. Marine Corps Reserve training ; 4, 016, 914 , 411, 000 | 4, 860, 000 
. Cataloging .| 993, 196 | , 751, 000 | 1, 812, 000 
3. Departmental administration 7, 529, 009 | , 779, 000 7, 666, 000 


Total direct obligations — 146, 704, 765 168, 949, 000 | 175, 820, 000 


Reimbursable obligations (volume of obligation for other | 
accounts): 

. Training and operations... 4,151,191 | 4, 000, 000 | 

. Depot supply system ‘ 2, 300, 000 | 2, 000, 000 | 
. Transportation of things... 6, 000 | 
. Marine Corps Reserve training. _- _. ; 559 | 

. Departmental administration... .___- 5, 192 


Total reimbursable obligations...................| 6, 462, 42 | 6, 000, 000 


I Bo saaceccicdesaccscccoaccs 153, ‘167, 707 | 174, 949, 000 
Financing: 
Comparative transfers to other accounts. --_- 938, 525 | 3, 051, 000 | 
Unobligated balance brought forward (antic ipated reim- | | 
bursements to be earned from military assistance fund | 
reservations) _- sn signs ...| —3, 818, 274 —2, 818, 274 
Advances and reimbursements from other accounts: | | 
Reimbursements from current year military assistance | 
fund reservations. . -_- -| —1, 324, 137 | > a 
Reimbursements from other accounts. : | —3,599,195 | —4,599,000 | —3, 025,000 
Reimbursements from non- Federal sources (41 U.S | 
231 (c)) - - | —1, 539, 610 —975, 000 —975, 000 
Future years anticipated reimbursements from cur- | 
rent year military assistance fund reservations......| —3, 818, 274 |___ 
Unobligated balance carried forward (anticipated re- 
imbursements to be earned in future years from mili- | 
tary assistance fund reservations) 3, 818, 274 2, 818, 274 | 1, 818, 274 
Unobligated balance no longer available. _......_.-- Z 7, 351, 210 10, 179, 000 





Appropriation (adjusted) 154, 994, 181, 605, 000 175, 820, 000 
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Obligations by objects 


Object classification 


DEPARTMENT OF THE NAVY 


Total number of permanent positions. 
Average number of all employees. - --_----- 
Number of employees at end of year-- 


Average salaries and grades: 
General schedule aan 
Average salary - 
Average grade 
Ungraded positions: Average salar y- 


Personal service obligations: 
Permanent positions. -_- 7 ee 
Regular pay above 52-week b: ise__- 
Payment above basic rates_._.____- 


Direct obligations (volume of obligations for service account): 
01 Personal services 
Travel. 


02 sein 
Transportation of things 


03 
04 
05 
06 
07 
08 
09 
10 
15 


ns een GE Ot. ecenccccenunsseesé 
Printing and reproduction -----....--.---- 

Other contractual services 

ee ne 
Equipment_. ; pec 

Lands and structures 

Taxes and assessments. 


Subtotal ‘ 
Deduct portion of fore going obligations originally charged 
to object class 08 


es ee ae eee 
Reimbursable obligations (volume of obligations for other ac- 
counts): 
01 Personal services 
03 Transportation of things............- sa eee a 


SR UpUNNIROTIR IR EOUD UR no cn ceerecnnaonl 


1955 actual 


17, 462 
14, 844 
15, 349 


1956 estimate 


1957 estimate 





$3, 629 
GS+4.4 
$3, 713 


55, 521, 118 
223, 117 
809, 941 


$3, 923 
GS+4.4 
_ %, (809 


61, 246, 450 
235, 563 
1, 120, 392 


$3, 933 
GS-4.4 
_%8, 807 


63, 779, 932 


1, 099, 5 





55, 705, 494 
3, 071, 131 
14, 163, 500 
1, 036, 677 
3, 486, 100 
851, 937 

5, 001, 752 
47, 059, 036 
15, 737, 987 
1, 116, 624 
336, 548 


147, 566, 786 
890, 295 


146, 676, 491 


56, 554, 176 


168, 949, 000 


_ 62, 602, 4 405 


61, 613, 524 
2, 850, 000 
9, 397, 000 
1, 025, 000 
3, 410, 000 

898, 000 
4, 950, 000 

63, 132, 745 

20, 430, 000 
1, 110, 000 

132, 731 


63, 841, 278 
2, 850, 000 
9, 033, 000 
1, 025, 000 
3, 410, 000 

833, 700 
4, 950, 000 

66, 187, 861 

22, 472, 000 
1, 110, 000 

107, 161 


175, 820, — 





848, 682 
6, 050 





04 Communication services_.................--...-.--.-. 
OS Bente ene wiility gorvieds:...... =... 2. <--- 55-225. 525. 
en I sc oc a cewecenemen: 

09 Equipment. 


Total reimbursable obligations 
Total, Department of the Navy-.---.----------- 
ALLOCATION TO DEPARTMENT OF THE INTERIOR 
Other contractual services 
ALLOCATION TO DEPARTMENT OF THE ARMY 


Communication services. - 
Supplies and materials 


Total, Department of the Army 


Total obligations 





43, 425 
104, 970 

4, 738, 394 
721, 421 


4, 145, 119 
720, 000 


6, 000, 000 


1, 038, 248 
42,000 
104, 000 
3, 095, 752 
720, 000 


5, 000, 000 








~~ 174, 949, 000 























174, 949, 000 | 


180, 820, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


| 


| } 
Appropriation $167, 994, 500 | $181, 605,000 | $175,820, 000 
Transferred to ‘‘Military personnel, Air Force,” (69 Stat. 31)..| 13,000,000 |__- a 
Adjusted appropriation.._.__... asvsnpaesdeest. 16,006 000 181, 605,000 | 175,820,000 
Obligated balance brought forward (appropriations and reim- 
bursements earned) —17, 920,671 | 42,981,001 69, 630, 660 
Increase in prior year obligations 398, 532 | me 
Reimbursements earned from prior year military assistance | 
fund reservations _| —1, 000, 000 —1, 000, 000 


—E——— 


BUDGET AUTHORIZATIONS AVAILABLE 


Total budget authorizations available from appropria- 

tions and reimbursements earned. - .-- .| 137,073,829 | 223, 984, 533 244, 450, 660 
Unobligated balance brought forward (anticipated reimburse- 
ments to be earned from military assistance fund reserva- 


3,818,274 | 2, 818, 274 





Future years’ anticipated reimbursements from current year 
military assistance fund reservations_...............-- oe) 3, 818, 274 | 


Total budget authorization available...............- a 140, 892, 103 297, 802, 807 , 247, 268, 934 


ae = ——————————=||«)_«s— —S== 


EXPENDITURES AND BALANCES | 
Expenditures— | 
Out of current authorizations .--| 106,873, 336 | 113,000, 000 120, 000, 000 
Out of prior authorizations_....___- Pub st siden ad kebcioe ans | —53, 609,228 | 32,000,000 35, 000, 000 
| helt AEE: SRE ee 53, 264, 108 145, 000, 000 | 155, 000, 000 
Obligations transferred to ‘Research and development, | 
Navy”’ (68 Stat. 345) | 
Balance no longer available: | | 
Unobligated (expiring for obligation)...................._.| 7, 351, 210 PR OE rcitecenccndct 
ce ane ; 31, 429, 552 174, 873 145, 237 
Obligated balance carried forward (appropriations and reim- | 
bursements earned)-.............-.- al aiawas eke 


2, 047, 958 | Se ee eae 
| 


_| 42,981,001 | 69,630,660 | 90, 305, 423 





Total expenditures and balances from appropriations 
and reimbursements earned .| 137,073,829 | 224, 984, 533 245, 450, 660 
Unobligated balance carried forward (anticipated reimburse- | 
ments to be earned in future years from military assistance 
fund reservations 3, 818, 274 2, 818, 274 1, 818, 274 


Total expenditures and balances | 140, 892, 103 227, $02, 807 247, 268, 934 





Mr. SHepparp. All right, gentlemen. We will turn to the next 
item in the justifications, ‘‘Marine Corps troops and facilities.”’ 

Do you have any statement you care to make pertaining to the 
subject matter under discussion, Marine Corps troops and facilities? 

General SuHoup. We have a brief statement that I will make. 

Mr. SHEPPARD. Proceed. 


GENERAL STATEMENT 


General Soup. This is a general résumé of the purpose of this 
fund requested in this appropriation. 

Except for the items of major equipment funded for in the Marine 
Corps procurement appropriation, this appropriation, Marine Corps 
troops and facilities provides funds for the day-to-day housekeeping 
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costs and operation and training expenses for the Marine Corps. 
These include the purchase of necessary services, equipment and sup- 
plies (including authorized mobilization reserves) required for the 
operation and maintenance of troop units and facilities. 

The principal operational troop organizations included are: 3 
Marine divisions and supporting forces; 3 Marine air wings (less air- 
craft and related support); 1 terrier surface-to-air missile battalion, 
and 45 Marine detachments afloat. 

The facilities which depend upon this appropriation for funds for 
their operation and maintenance are: 3 division support-type Marine 
Corps bases (Okinawa-Japan camps equal 1 base); 2 Marine Corps 
recruit depots; 5 Marine Corps air stations (less aircraft and related 
support); 5 major supply installations; 1 Marine Corps schools 
activity; 2 Fleet Marine Force headquarters; 1 training facility at 
Vieques; 90 Marine barracks and detachments ashore (some partially 
supported by others) ; 455 recruiting activities, and 318 Reserve units, 
ground and aviation (some partially supported). 

This appropriation further provides funds for: 

Items for test and test services, recreation and welfare expenses 
and miscellaneous individual expenses, repair, rework, renovation of 
materiel in store, the Marine Corps part of industrial. mobilization 
planning within the Department of Defense, certain transportation 
charges, the cataloging of item identification in connection with the 
Department of Defense cataloging program, and costs for the opera- 
tion of the Marine Corps Headquarters. 

That completes the statement. 


OBLIGATIONS AND EXPENDITURES 


Mr. SHepparp. The total direct obligations for 1955 are $146,704,- 
765; the estimate for 1956 was $168,949,000, and the estimate for 
1957 is $175,820,000. 

Here again we notice the increase in unexpended balance. In 
fiscal year 1955, it was $42,981,001; fiscal year 1956, $69,630,660, and 
fiscal year 1957, $90,305,423. 

What are the reasons for that, gentlemen? I refer, of course, to the 
increase in the unexpended balances. 

General SHoup. The reason is the same as given relating to the 
other appropriations. These figures are estimates and the Marine 
Corps estimate in 1956 was $71,252,741 and in 1957, $73,375,788. 
The difference in these figures and the build up in there ‘is a matter of 
estimate. 

As I stated yesterday, our actual expenditure picture to date in 
fiscal year 1956 would indicate over all that the total estimate made 
by others is more nearly correct than the one the Marine Corps 
submitted. 

Mr. SuHepparp. What are your total expenditures to date, or as of 
the nearest time you can give us? 

General SHovp. The expenditures for Marine Corps troops and 
facilities to January 31 were $61,393,134. 

Mr. WiecieswortH. May we have the obligation figure also? 

General SHovp. The obligations through January 31 were 
$92,410,999. 





187 


Mr. SuHepparp. I see you reflect here your estimated expenditures 
as $155 million. Do you expect a step-up in that operation? 

General SHoup. Yes, sir. 

Mr. Wricut. The figure quoted for expenditures of $61 million 
is expenditures against the new money of 1956 only. It does not 
include expenditures of 1955 and 1954 money in fiscal year 1956. 

Mr. Suepparp. How much money have you expended so far in 
fiscal 1956? 

General Suovur. From all accounts we have expended $91,297,529. 

Mr. Suepparp. Which of those figures is comparable to the $155 
million? 

General Suovr. The $91 million figure. 


REPROGRAMING 


Mr. SuHepparp. I| notice there has been a slight reprograming in this 
appropriation item due to the lower personnel plan set forth in the 
military personnel item. 

Give us a brief comment as to the reprograming in this appropria- 
tion item and its influence in this particular field. 

General SHovup. The estimated unobligated balance at the end of 
fiscal 1956 is due principally to the lower personnel funding. 

Mr. SuHepparp. Do you have any contributing factors other than 
that? 

General SHoup. There were some $640,000 not apportioned yet, 
which is in addition to the amount that was directly connected with 


the funding for the 215,000 personnel and the actual apportionment 
for the 193,000. 


JUSTIFICATION OF THE ESTIMATES 


Mr. SHepparp. At this point we will insert pages 2 through 5 of the 
justifications. 
(The matter above referred to is as follows:) 


MARINE Corps Troops AND FACILITIES 


Appropriation introduction 


Fiscal year | Fiscal year Fiscal year 
1955 1956 1957 


Total obligations ; os ee $153, 167, 707 | $174, 949,000 | $180, 820, 000 
Obligations payable out of reimbursements. - y | 6, 462, 942 6, 000, 000 | 5, 000, 000 


Total obligations payable from appropriated funds. - 146, 704,765 | 168, 949, 000 175, 820, 000 
Net adjustments (transfers, balances, etc.) -.--- | 21, 289, 735 12, 656, 000 0 


Appropriation or estimate. __._.....____- 167, 994, 500 | 181,605,000 | 175, 820, 000 


During fiscal year 1957 the Marine Corps will maintain three Marine divisions, 
three Marine aircraft wings, and supporting forces with an end year strength of 
205,735. The plans for deployment of the combat forces throughout fiscal year 
1957 are not changed from those with which it is planned to end fiscal year 1956. 
The Marine Corps will maintain an air-ground task force in the Far East, as 
well as a smaller air-ground task force in the Territory of Hawaii. 

In the fiscal year 1957 the Marine Corps plans to carry out an effective training 
program with the basic purpose of maintaining every Marine Corps unit in the 
highest possible state of readiness. Training of the Marine recruit will continue 
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as 10 weeks of basic training followed by 4 weeks of intensive individual combat 
training. Also programmed is unit training to develop the fighting proficiency of 
each Marine as a member of a team. 

In 1957 it is planned to maintain facilities in such a condition that they may be 
efficiently utilized in their original or designed capacity and for their intended 
purposes. Any portions of facilities which are not required under reduced station 
load will be maintained in an inactive status with minimum security guard, fire 
protection, and minimum maintenance. 

Employment of civilians under this appropriation will be at the end fiscal year 
1956 level, 16,290 employees. Costs of these employees are computed at rates 
paid at each station or depot where the civilians are employed. hese rates are 
based on reports received monthly from each of these facilities. Manpower re- 
quirements, both civilian and military, are coordinated at Headquarters, Marine 

orps. Ceilings will be maintained on civilian employment at each station where 
civilians are employed. 

Expanding Reserve forces will be maintained at maximum readiness for speedy 
integration into the regular Marine Corps in the event calling up of reserves is 
required. 

The cataloging program will continue at an accelerated rate in order to meet 
assigned schedules. 

Activities at Headquarters, Marine Corps, will be continued at approximately 
the same level in fiscal year 1957 as is planned for in fiscal year 1956. However, 
average civilian personnel will be lower with 42 less man-years planned for the 
fiscal year 1957. 

Concerted efforts will be continued to effect economies and management 
improvements, 


Summary of obligations by budget activity 


Difference 

Y rity title bans a ceéteinth | SRI aa | 1957 com- 

Budget activity title | 1955 actual | 1956 estimate | 1957 estimate | pened. with 
1956 


Training and operations................| $90,766, 524 | $110, 488,000 | $118, 102,000 | +$7, 614, 000 
Depot supply system-............--..--- 29, 468, 129 35, 411, 000 34, 639, 000 —772, 000 
Transportation of things....-........-.-- 13, 930, 993 9, 109, 000 8, 741, 000 —368, 000 
Marine Corps Reserve training 4, 016, 914 4, 411, 000 4, 860, 000 +449, 000 
Cataloging 993, 196 1, 751, 000 1, 812, 000 +61, 000 
Departmental administration_.---_-.--.-- 7, 529, 009 7, 779, 000 7, 666, 000 | —113, 000 


Obligations payable from appro- 
priated funds ! 146, 704, 765 168, 949,000 | 175,820,000 +6, 871, 000 





1 Includes net comparative transfer of —$938,525 for fiscal year 1955 and —$3,051,000 for fiscal year 1956. 


The comparative transfers reflected in the fiscal year 1955 and 1956 columns are 
the result of: 

(a) Engineer items more appropriately funded in the appropriation ‘‘Marine 
Corps procurement” heretofore included in ‘‘Marine Corps troops and facilities’ — 
fiscal year 1955, — $502,038; fiscal year 1956, — $2,611,000. 

(b) Maintenance and operation expense to be funded by Bureau of Aeronautics 
commencing in 1957—fiscal year 1955, —$192,487; fiscal year 1956, —$196,000. 

(c) Certain costs of maintenance of medical facilities to be funded by the 
Bureau of Medicine and Surgery commencing in 1957—fiscal year 1955, 
— $244,000; fiscal year 1956, —$244,000. 

Obligations for the fiscal year 1955 are stated to reflect certification in accord- 
ance with section 1311, Public Law 663, 83d Congress. It is considered that these 
amounts for the past year are therefore somewhat less than the totals which will 
eventually be recorded against this appropriation for the fiscal year 1955, in view 
of commitments outstanding. The estimate of additional amounts which will 
eventually be recorded as obligations is $2.2 million. 


Mr. SHepparp. I notice on page 3 of the justifications you state: 


In 1957, it is planned to maintain facilities in such a condition that they may be 
efficiently utilized in their original or designed capacity and for their intended pur- 
poses. 
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How does this compare to the present program? Do you feel you 
will be able to accomplish this objective, especially as to the use of the 
buildings for their intended purpose?” 

Colonel Rosertson. Yes, sir. We will operate at substantially the 
same level as we do now as far as maintenance and operation is con- 

cerned of structures, and maintain about the same state of reapair as 
now. 


ACCELERATION OF CATALOGING PROGRAM 


Mr. SHepparD. Again on page 3, I quote— 


The cataloging program will continue at an accelerated rate in order to meet 
assigned schedules. 

What accelerations are you proposing in this program and why are 
they necessary? 

General SHoup. We will have to supply that for the record. 

Mr. Suepparp. Very well. 

. . 

(The matter above referred to is as follows:) 

Accelerations are as included in the revised Department of Defense Conversion 
Schedule of June 4, 1954. This schedule was developed because of dissatisfaction 
by the Military Operations Subcommittee, Committee on Government Operations, 
House of Representatives, with previous progress in conversion. It is an acceler- 
ated schedule and performance is being monitored closely, to include the objective 
of further acceleration, by the Office of the Assistant Secre ‘tary of Defense (Supply 
and Logistics). 

Mr. SHepparp. Are there any questions upon the green-sheet 
aspect of this activity? 

OBLIGATIONS 


Mr. Wicc.Leswortn. In this case you are asking for $175,820,000, 
as I understand, compared with $181,605,000 to be obligated in this 
fiscal year—an apparent decrease of $5,785,000. But in terms of 
availability you would have $247,268,934 if the request is approved, 
compared to $227,802,807 in the current fiscal year, or an increase 
of $19.4 million. Is that correct? 

General SHoup. That is correct. 

Mr. WiccieswortnH. Out of the total available, you expect to 
carry forward into fiscal 1957 an obligated balance of $69.6 million. 
Is that right? 

General SHovup. According to the green sheets’ figure; yes, sir. 

Mr. WiccieswortrH. You say “according to the green sheets’ 
figure:”’ Do you have a different estimate? 

General SHoup. As I stated earlier, we estimated $71 million. 

Mr. WiceLteswortH. You may have told the chairman—I am 
not sure—but I am not clear why this item of obligated balances is 
apparently increasing so rapidly. I am looking at page 6 of the green 
sheets where, in 1955, there was a minus figure of $17.9 million and 
where for this year, it goes to a plus of $42.9 million, and in 1957 
it goes up to $69.6 million. 

General SHovp. In that minus figure, that is part of the gyrations 
of transferring all of the obligations of 1951, 1952, 1953, and 1954 into 
the new appropriation “Marine Corps procurement’? which was 
started that year. In transferring those obligations it was impossible 
to have all of the figures correct, and as we correct them, this minus 
figure is what shows up here. That really is not a comparable figure 
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to the others. But starting with the 1956-57 figures, that is an in- 
crease in the amount expected to be carried forward of funds unex- 
pended for obligations. Those, again, are merely estimates. There 
is no way to tell exactly what it will be. 

For example, out of the $69 million figure, we think it may be $71 
million that we will bill for; and, against the figure of $90 million in 
1957, we think it may be $73 million. 

I state again, however, that to date on the basis of the expenditures 
we are making across the board, the total overall expenditure figure 
programed is closely in line with the estimates that are in these green 
sheets. 

(Discussion off the record.) 

Mr. SHepparb. | might add one thing as a matter of clarification. 
There is a reason why it is undeterminable; is there not? 

General SHovup. Yes, sir. 

Mr. SHeppArD. Just what is that reason? Why is it undetermina- 
ble? Is it because of lack of knowing what is to be procured; is it due 
to lack of having the basic requirement analyzed down so that you 
can have something to work on and you have no determination? 
There is some reason; what is the cause and effeet? 

General SHour. We cannot determine when the bills will be sub- 
mitted. 

Mr. SHepparp. And that is the crux of the whole thing? 

General SHour. Yes, sir. 

Mr. OstertaG. General, this whole area of ‘Troops and facilities’’ 
which amounts, dollarwise, for fiscal 1957 to $175,820,000 is in 
connection with the support of your three divisions and supporting 
forces of all kinds; is it not? In other words, the entire Marine Corps 
from all general operations? Is that correct? 

General SHoup. Yes, sir. 

Mr. OstertaGc. Does that include your Reserves? 

General SHoup. Yes, sir; that includes payment for maintenance 
and operation of 318 Reserve units both ground and aviation, some 
of which we only partially support. 


SUPPORTING FORCES 


Mr. OstrertaG. The figure of 205,735 constitutes the net strength 
of the Marine Corps and embraces the 3 Marine divisions, the 3 
Marine aircraft wings and supporting forces. What are the support- 
ing forces? 

General SHovur. There is quite a long list of supporting forces. 

Mr. Osrertac. Generally speaking, can you give us an idea? 

General SHour. You have the operating force, that is, the Fleet 
Marine Force, wings, divisions, and so forth; you have training forces; 
you have recruit students; overhead necessary to train them and 
those necessary to train the reserve troops; then you have support 
forces in logistic supply; camps, and so forth; base service detachment 
and one small item. In other words, the 205,735 is every Marine 
officer and enlisted man on active duty. 

Mr. Osrertac. Uniformed personnel; not civilian. 

General SHovr. That is correct—all military. 

Mr. Ostertac. The 16,290 estimated figure for civilian personnel 
is over and above the 205,735 military personnel, Marine Corps. 
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General Suoup. Entirely. 
Mr. Ostrerrac. Are they included in this budget? 
General Suoup. The pay of those is included in this budget; yes, sir. 


TRAINING AND OPERATIONS 


Budget activity No. 1—Training and operations 


' 
Differer 
. | ; : 1955 1956, esti 1957, esti- 1957 com 
Numbe -rojec . | ’ ’ , : : 
" ra Pr i t tithe | vctual mate mate pared with 
| 1956 
| 
i | 
1A Unit Training and Operations $56, 105, 397 $72. 148.000 |$73. 960.000 +-$1. 812. 000 
1B Individual Training and Operations | 16,557,098 | 18,123,000 | 18, 422, 000 +299, 000 
1C Security and Service Operations 2, 973, 809 3, 591, 000 + 360. 000 231. 000 
1p | Recruiting 1, 585, 398 1, 975, 000 2, 030, 000 55, 000 
1E | Central Procurement, Maintenance Parts 
|} and Organizational Equipment _| 12,359,550 | 13. 545.000 | 19. 380. 000 L5 835 000 
iF | Troops Services 1, 185, 272 1, 106, 000 950. 000 156, 000 
|} Obligations Payable from Appropriated 
| Funds 90, 766, 524 (110, 488,000 118, 102, 000 1-7. 614. 000 


Mr. Surpparp. We will pick up budget activity No. 1, “Training 
and operations,” reflected on page 6 of the justifications, wherein we 
find your actual appropriation for 1955 was $90,766,524; the estimate 
for 1956, $110,488,000 and, for 1957, an estimate of $118,102,000. 
This shows a net increase of $7,614,000. 

There appear to be two major deviations here from programs 
previously submitted in support of the 1956 budget. Last year, the 
estimate for “Ce ntre al procurement, maintenance parts, and organiza- 
tional equipment” was $25,446,000: this year the estimate is $13,- 
545,000. The same holds true for fiscal year 1955 in this item, 
where the estimate last year was $24,267,000 and the actual obliga- 
tion was $12,359,550. 

What is your comment pertaining to that issue? 

General Suoup. The differences referred to apply in this manner: 
$4.7 million from 1—E to 1A1 for support of the Third Marine Division. 
We pay the Army for the type of items procured with funds in the 
I-E project. Those funds were transferred to 1A1 in order to allot 
them to the Fleet Marine Corps, Pacific, for payment of those bills, 
and those types of items are other than camp-support items. They 
are items chewed up in training and operation. 

$2.1 million is project 1A2 for support of the Third Marine Division 
and those funds relatc to camp support and camp-maintenance-type 
items: utilities, roads and sidewalks, fuel for heating. 

There was $2.6 million comparative transfer to the Marine Corps 
procurement appropriation as spoken to before in the engineer item 
area, because the items are more properly procured in the procurement 
appropriation. 

There was $0.8 million comparative transfer t “Operation and 
maintenance” because of the change in the procedures relating to 
procurement of coal. In other words, the procurement of coal has 
been delegated to the stations; whereas previously it had been pro- 
cured under this project. 

Mr. Suepparp. [| recall there was some reference to the particular 
additional expense involved in that manipulation. 
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General Suoup. Yes, sir; $1.1 million to other projects related to 
the strength change and $0.6 million in the Bureau of the Budget 
reserve. 

That totals $11.9 million difference. 


UNIT TRAINING AND OPERATIONS 


Mr. SuHepparp. I would like to have some brief comments pertain- 
ing to 1A, wherein you reflect an increase of $1,812,000. 

Colonel Rozertson. I would like to handle project 1A in two pack- 
ages. I would like to look at each separately. The first package is 
the one that supports actual combat-type units and similar items such 
as ship detachments. There we have a minus difference of $874,000. 
That is made up of several items. 

Starting back to fiscal 1955, we have an increase of $11,380,000 due 
to the fact that we now support units in the Far East whic h at that 
time was financed by the Army, giving us in fiscal 1956 an estimate 
of obligations of $32,928,000. 

Now we have decreases which we antic ipate in 1957 of $2,074,000, 
because we had provided certain initial equipment in 1956 which will 
not need to be repeated in 1957. 

We had two increases in that year for $800,000 covering transfer of 
new ordnance items to the stock fund account, and an item of $400,000 
additional to be spent for maintenance of equipment. Last year it 
was new; this year it is not. There we get a net need for fiscal 1957 
of $32,054,000. 

The other package finances those stations which support unit train- 
ing and operations. Here we have an increase of $2,686,000 due to: 

(1) An increase of $843,000 to finance the civilian substitution 
program under operation and maintenance completed during fiscal 
year 1956; 

(2) An increase of $1,843,000 for major repairs and minor con- 
struction; because of: 

(a) Increased cost of labor and material; 

(b) Increased cost of maintenance caused by the age of buildings 
and facilities at Marine Corps Base, Camp Pendleton, Calif. ; 

(c) Rehabilitation of steam and condensate lines and improve- 
ments, repairs, and replacement of other facilities in connection with 
the utility system at Marine Corps Base, Camp Lejeune, N. C. 

This increase, coupled with the $874,000 decrease just mentioned 
accounts for the net increase of $1,812,000 in project 1A. 


ASSAULT TROOP TRAINING IN HELICOPTER OPERATION 


Mr. SHepparp. I wish you would give us some idea of the purpose 
and scope and cost of assault troop training in the helicopter operation. 

General Pare. Do you want a breakdown of the figures? 

Mr. Suepparp. I just want a statement covering the functions. 

General Parr. We will have to look that up and supply it for the 
record. The maintenance of those things comes in the Bureau of 
Aeronautics. 

(The following information was furnished:) 

The cost of training troops for helicopterborne operations, insofar as support 
of the units trained is concerned, is no more expensive than the cost of training 


for surface amphibious and other field operations. For example, there is no 
greater expenditure of individual or organizational field equipment. 
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There is, of course, the increased cost of procurement and maintenance of 
helicopters but this cost will be borne by another appropriation under the direction 
of the Bureau of Aeronautics. In addition, there will be a corresponding decrease 
in amphibious craft and heavy-material-handling equipment. 

Sufficient data is not yet available upon which to compare relative overall costs 
of training in helicopterborne operations and training in surface amphibious 
operations, but we firmly believe that the end result will be a lighter, more mobile, 
and more economical operating force. 

Mr. SHrepparD. How about your training in this category? Do 
you have any unit training? 

General Parr. Yes, sir; that is part of it. 

Mr. SuepparpD. It is more extensive? What I am trying to get 
from you gentlemen is, What is your experience in this field that you 
know about personally as it applies to assault troop training in the 
helicopter operation? 

General Pars. That would not actually affect our expenditures 
particularly. The expenditures here have to do with personnel 
training in the military equipment type of thing, such as weapons 
and those sorts of things that are used up, as opposed to helicopters 
themselves. 

Mr. Suepparp. It does not reflect the unit training operation 
reflected in the increase of $1,812,000? 

General Parr. No. This means simply the increase in the actual 
training and the weapons that will be used up and necessarily ex- 
pended. 


TRANSFER OF ORDINANCE ITEMS TO STOCK FUND 


Mr. SHepparp. You show a transfer of 29,000 ordnance items to the 
stock fund at what appears to be an annual cost to the Marine Corps 
of $800,000. Why is that extra cost necessary? 

General SHovup. It is necessary to provide us, who are customers 
of the stock fund, with dollars in order to purchase the newly capital- 
ized items from the stock fund. 

Mr. SuHepparp. How did you finance it last year? 

General SHovup. Last year there was included in our budget a total 
of 47 million in maintenance and operating areas for the purchase of 
stock-fund-type items. 

Mr. SHepparp. Can you give us a comparative figure of the 29,000 
items costwise last year as against $800,000 increase this year? 

Colonel Rospertson. The actual cost of the items to the Marine 

Jorps is approximately the same; but last year they were budgeted 
in a different category. At that time they were budegted in category 
1E and were issued without charge to the troops. When it goes into 
the stock fund the troops are issued money and must buy from that 
fund. 

It is merely a change in the budgeting procedure, providing the 
dollars in a different way. 

Mr. Suepparp. Is there a decrease i in your budget requirement. of 
1E for complement purposes? 

Colonel DeWirr. There is a corresponding decrease in the 1E 
area of $620,000. 

Mr. SHepparD. Taking your $800,000 reflected here and last yea: 
$620,000, that shows $180,000 differential. How does that show 
benefit from the stockpile operation? 
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Colonel Dewrrr. That would represent items of long supply which 
have been capitalized now and, consequently, they would not have 
been funded in 1E; but since they all have to be bought from the stock 
fund they will have to be paid for whether in long supply or not. 

Mr. Sueprarp. The stock fund, then, gets the benefit of the stock- 
pile; is that correct? 

Colonel Dewirr. Yes, sir. 

General Soup. I would like to point out that the stock fund 
operation in this allotting of funds to commanders | think is the 
greatest thing that has happened to the Marine Corps since the in- 
vention of the wheel, so far as funds are concerned. By capitalizing 
these stocks and causing commanders to have a choice of when he 
uses the fund and giving him funds to buy what he needs, we have 
turned back to the Treasury $25 million 2 years ago, $25 million last 
vear, and plan to turn back $20 million at the end of this vear and 
$15 million at the end of the next year, leaving sufficient for mobili- 
zation reserve in the stock fund. it is a progressive thing—the 
capitalization of the items in the stock fund. 

On the reflection of funds required by the field commanders for the 
purchase of necessary items for the command in 1955, we used $39 
million for this purpose. In 1956 we estimate now $41 million and, 
in the 1957 budget before you, $39 million. 

During this period of time the organizations have purchased their 
required stock level. We hope that in future years, barring new 

capitalization and assuming that our organizations are on a purchase- 
for-consumption-only basis, that this would level off at about this 
amount. It is evident that that is true; because, in 1956 if we used 
$41 million we will be using more than we expect to use in 1957. Yet 
we are supporting a greater force. 

The reason for that is that we have in the previous years purchased 
the stock-fund-type items that they were required to have in their 
hands and we are now proceeding toward leveling off of purchases for 
consumption only. 

Mr. Suepparp. General Pate, I want to thank you very much for 
your appearance before the committee and appreciate your responses 
to the interrogations of the committee. 

General Parr. Thank you. It is always a pleasure to appear before 
your committee, Mr. Chairman. We have great admiration for you. 


Tuurspay, Marcu 1, 1956. 
PERMANENT CHANGE OF STATION REPORT 


Mr. Suepparp. I have in my hands at this time, Mr. Secretary, a 
report from our investigators on permanent change of station. I am 
handing it to you so that they may have a chance to review it and make 
the responses necessary to the statements within the report, along 
the same pattern that we handled the other reports. 

Mr. Franke. Yes, sir. 


i 
. 
| 
i 
| 
| 





sO A. ae 


‘able Seale i Macs gw LATINO 








PB 


Is 





195 


UNEXPENDED, OBLIGATED AND COMMITTED BALANCES 


Mr. SHepparp. The Committee has shown its interest, in an appar- 
ent confusion of concept relative to unexpended, obligated, and so- 
called committed balances. 

Mr. Secretary, are you prepared at this time to clarify that issue 
so we can have a definite understanding of why, and what has hap- 
pened to create this condition? 

Mr. Franke. Yes, sit 

Mr. Suepparp. You will proceed to make your presentation. 

Mr. FrRANKE. Section 1311, about which we have had discussion, 
and which was part of Public Law 663 of the 83d Congress, requires 
a documentary evidence of obligation and the reporting on a certified 
basis of obligations annually. 

Following the enactment of section 1311, the General Accounting 
Office drew up definitions of what in the future would constitute 
valid obligations under this section of the law, and as a result certain 
amounts which under previous law could have been considerd to be 
obligations, and particularly in the area of procurement and con- 
struction funds, no longer qualified as legal obligations. 

{ven under previous practice, the amount of unobligated funds 
would contain substantial amounts of commitments, that is, intents 
to acquire with a definite reservation of funds. 

Under this law, since the definitions changed, the result was that 
the amount of items which had previously qualifie das legal obligations 
was substantially reduced, and the amount of items which did not 
qualify as legal obligations, or, in other words, the amount of unobli- 
gated funds, “correspondingly increased. 

Similarly, the portion of unobligated funds relating to commitments 
also increased. 

Therefore this explains to a very large extent why the amount of 
obligations carried forward in no-vear appropriations will show 
substantial decreases, and why unobligated balances will show 
substantial increases. 

The point of consideration, therefore, relates to the amount of 
commitments in so-called unobligated funds, which, as I said a few 
moments ago, will now be materially increased as compared with the 
amount of commitments which previously would have been included 
in unobligated funds. 

Mr. Suepparp. In general you have elaborated on part of the 
original statement you presented to the committee. Is that correct? 

Mr. Franke. Yes, sir. 

Mr. Suepparp. You have touched the crux of the thing apparently. 
You used the word “commitmert.’’ That seems to be the undeter- 
minable factor which has to do with this apparent increase in the 
category referred to as unobligated balances. 

Heretofore the committee always has looked on unexpended and 
unobligated balances as repossessive. In other words, you have not 
spent it, vou don’t need it, so it can be reappropriated, retransferred 
or recaptured for other appropriation purposes. However, that 
would not prevail because of the indicated increase in unobligated 
balances which are presently under consideration because of the 
commitment still prevalent in the function. That is correct, is it not? 

Mr. Franke. Yes, sir. 
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Mr. SHEpparD. Any questions on this issue, Mr. Wigglesworth? 
We merely want to clarify that function. 

Mr. Wice.Leswortu. I take it it would also follow the tendency if 
the obligated balances should decrease. Is that correct? 

Mr. Franke. As a result of these new definitions, that is right. 

Mr. WicGLeswortH. Formerly commitments were included in the 
obligations. Now they are removed from that category and included 
with the unobligated funds? 

Mr. Franke. That is exactly right. 

Mr. WicGieswortu. I have nothing further, Mr. Chairman. 

Mr. SHepparp. All right, gentlemen. 


Unit TRAINING AND OPERATIONS 


Budget activity No. 1—Training and operations 














2 Difference 
Num- ae 1955 1956 esti- 1957 esti- | 1957 com- 
ber Project title actual mate mate pared with 
1956 
1A | Unit training and operations. _..............-- $56, 105, 397 |$72, 148, 000 |$73, 960, 000 |+-$1, 812, 000 
1B | Individual training and operations___-.....----_| 16, 557,098 | 18, 123,000 | 18, 422, 000 299, 000 
1C | Security and service operations. -......-..---- 2, 973, 809 3, 591,000 | 3,360, 000 — 231, 000 
RED] TROUINE .. foiccccdcnncnsechceseccctsucecstntses| 4, 0Nepene | 2, 0ra Gee) 2 0ee,0ee +55, 000 
1E | Central procurement, maintenance parts and 
organizational equipment___.......--..-..---- 12, 359, 550 | 13, 545,000 | 19, 380,000 | +-5, 835, 000 
1F | Troops services----.-- ischihtn ip wegen sd abo eabcssedopincras 1, 185,272 | 1, 106, 000 950, 000 —156, 000 
Obligations payable from appropriated 


PUGS .,.nnanrnatenin bine tthopiemsatied 90, 766, 524 |110, 488, 000 |118, 102,000 | +-7, 614, 000 


Mr. SHepparpD. We will pick up “Budget activity 1—Training and 
operations.,”’ 
INCREASE FOR CAMP LEJEUNE 


Turn to page 15 of your justifications. I would like to discuss the 
installations reflected on page 15 and page 16. I will ask you for an 
explanation of the increase over last year as it applies to Camp 
Lejeune. Let us have the explanation pertaining to that one first, 
and we will follow with the one reflected on the next page. 

Colonel Ropertson. The first is a small decrease of $251,000 for 
labor. There are some offsetting increases which I will enumerate. 

Mr. SHEPPARD. Your increase reflected is about $500,000, or 
approximately that figure. What is the cause of that increase? 

Colonel Ropertson. There is at Camp Lejeune a gross increased 
requirement of $378,000, net increase of $127,000. 

Of that a portion is related to major repair and minor construction 
items where we have an increase of $371,470. The other 7,000 is 
minor incidental operating expenses. 

Mr. SHepparD. What necessitated the increase? 

Colonel Rozertson. We have a condition there that is largely due 
to inferior materials having to be used during World War II and 
creating corrosion, and so on, in piping of all kinds. We have been 
working on that for about 4 years. 

Mr. Suepparp. This is merely an extension in the field of operation? 

Colonel Rosertson. That is right. We had to correct these 
conditions and isolate them. That is the basic reason for the increase. 
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INCREASE FOR CAMP PENDLETON 


Mr. Suepparp. All right. Let us look at page 16 of the justifica- 
tions and give me the reason for the increase reflected for Camp 
Pendleton. 

Colonel Rosertson. There has been a major conversion from 
military to civilian labor, giving us an increase of $1 million, roughly, 
for labor and a small reduction in other requirements of about $142,000, 
and a substantial increase in these major repair and minor construction 
projects. 

PROBLEMS OF WATER SUPPLY 


The situation at Camp Pendleton is such that due to legal problems 
related to our water supply Congress has stated and is following the 
policy of not permitting any replacement construction at that place. 
This is causing us to spend money which we normally would consider 
unwise to spend to maintain the facilities which have outlived their 
usefulness, such as temporary structures built for a 5- or 10-year life. 

Mr. Suepparp. What you are saying is the fact that you are 
spending money in a field ‘of repair or maintenance or would rehabili- 
tation be a better word? 

Colonel Roprertson. Yes, sir. 

Mr. SueprarD. Which you tried to avoid through new construc- 
tion? 

Colonel Ropertson. Yes, sir. 

Mr. SHepparp. Where did your difficulty develop? In other 
words, why was the estoppel created? 

Colonel Rozertson. The policy was set in hearings basically in 
the House Armed Services Committee wherein the chairman expressed 
the opinion that until our water situation had been firmed up, and 
litigation followed its logical course, and we knew what our water 
assets were, he would not go along with furnishing additional capital 
to expand or replace anything at that place. 

Mr. Suepparp. The ‘water situation still is pending before the 
courts; is it not? 

Colonel ROBERTSON. Yes, sir. 

Mr. Suepparp. If that is the attitude of his committee, which is 
their prerogative, I assume, and I will not take exception to it at the 
moment, what have you accomplished through your increased appro- 
priation request? Will that take care of the complete necessity for 
operational requirements or are you still going to be in continuous 
trouble there? 

Colonel Rozertson. We will be in increasing trouble as these 
buildings get older. Some we have actually condemned in the past 
18 months and we expect to condemn more as being unfit and unsafe 
for human habitation. 

Mr. SHepparp. I presume that your division of the military was 
called before the Armed Services Legislative Committee in the pre- 
sentation of the recent construction bill which was bei ing heard up 
there. Have you been before that Committee yet? 

Colonel Ropertson. Yes, sir. 

Mr. Surepparp. Did you make presentations of the requirements in 
this last presentation before that Committee? 

Colonel Ropertson. We did not, sir. We submitted one project 
which was in the way of a utilities project which was not a water- 
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consuming item. We followed the policy set by that Committee in 
previous years. They told us not to come back until our situation 
had been solved. 

During the course of yesterday’s hearing the Committee on its 
initiative did add a boat basin dredging project which will contribute 
to our training requirements there as a nonwater using activity in the 
sense of training, but they still expressed a desire to withhold addi- 
tional capital for replacement of normal living structures. 

Mr. Suepparp. | am wondering if there are lines of demarcation 
drawn. In other words, they are going into an expenditure for water 
requirements, which is one thing, because the case under litigation 
could obviously have to do only with the water aspect of it. There is 
no other factor involved so far as construction of buildings is concerned 
as such, as | understand the problem. 

Colonel Rorerrson. The attitude of the Committee, Mr. Chair- 
man, is that possibly the courts will rule against the position of the 
Government in this case and that there will not be enough water to 
support the population which we choose to put there, in which case 
part of the construction would be unusable. That is the position of 
that Committee. They do not choose even to embark on such a 
program. 

Mr. Suepparp. But in the meantime, in order to take care of the 
population that you have there, it is essential that you convey the 
water to its source of destination and requirement? 

Colonel Ronerrson. Yes, sir. 

Mr. SHepparp. So you are utilizing this approach to that problem 
through replacement of pipe wherever it is necessary to take care of 
your present population. Is that correct or incorrect? 

Colonel Ronertrson. Not exactly correct, sir. These projects at 
Camp Pendleton do not relate to conveyance ‘of water but rather relate 
to rehabilitation of temporary buildings, barracks, mess halls, service 
clubs, structures of all nature which have outlived their normal use- 
fulness. Their economic life has long been passed. 

Mr. Suepparp. What will happen here in the procedural concept 
that you gentlemen have to contend with if you get an adverse court 
decision? You must obviously be projecting your thinking into the 
future and considering that possibility. What do you have in mind? 

Colonel Roperrson. If the decision is adverse to the extent that 
water supply will not be available to maintain our planned strength 
at that camp we will be faced with two possibilities—one is to move 
and another is to buy water if we can find it. 

The only present potential source of water is the Metropolitan 
Water District of California. 

They are willing at this time to sell us such water as they have 
available now on an off-peak basis, no firm guaranty from day to 
day and week to week or even hours of the day. 

They tell us as they expand their own needs in the district, unless 
they get a supplemental supply of water, this water they can furnish 
us would diminish, and we have been ‘told privately in about 17 
years it will not be available. 

Unless there is a new supply of water in southern California we 
would have to move out of there, if the courts do not substantially 
affirm our position. 
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Mr. Suepparp. What is the knowledge of your legal de ‘partment 
as to when, if at all, this case will be determined by the courts? What 
is the status of it on the calendar? 

Colonel Rosertrson. There is a very unusual situation, sir. There 
are something over 1,000 litigants in this case. Evervone is against 
everyone else. They are all defendants and all plaintiffs. Two 
of those people and the Government have had their cases litigated. 
That was done 3 years ago. 

The State of California and the San Marguerita Water Co. appealed 
to the Ninth Circuit Court of Appeals. That court heard that 
argument in November of 1954, some 14 months ago, and has not 
rendered a decision. 

The district court feels it should not, in fairness to the defendants, 
‘ause them to go to any expense until the appeals court has written 
the rules of the road in this case. The first one was a test case you 
might say, to set the pattern for the rest of the cases. 

So the district court is doing nothing about the rest of the cases 
waiting for the appeals court which has now had the matter under 
advisement for roughly 14 months. 

Mr. Suepparp. Has there been any approach made on the part of 
the military legal division to appeal to the court for a more rapid 
decision? 

Colonel Rorerrson. There has been considerable discussion of 
that, sir, and we have some problems of ethics, | should like the rest 
of this reply to be off the record. 

(Discussion off the record.) 

Mr. SHepparp. It presents a very difficult problem, doesn’t it? 

Colonel Rornertson. Yes, sir. 

Mr. Suepparp. How far do you plan to continue rehabilitation ex- 
penditures until such time as the court does make a determination? 

Colonel Rorertson. Our present hope is that we will have this 
matter settled this calendar year, and we earnestly hope we will not 
have to be back beyond the next fiscal year because we know new con- 
struction will take upwards of 2 or 3 years to become usable. 


INDIVIDUAL TRAINING AND OPERATIONS 


Mr. SuHepparD. Relating to item 1B, I would like to have vou give 
us some comments pertaining to your maintenance fund as requested 
by stations reflected on pages 19 and 20 of the justifications. 

Colonel Rospertson. This is comprised of three stations—San 
Diego, Parris Island, and Quantico. 

There is an increased net of $348,000 at San Diego, of which three- 
hundred-and-eighty-nine-odd thousand dollars is for 88 man-years 
of additional civilian employment due to this conversion program 
from military to civilian personnel, coupled with a decrease of just 
slightly less than $41,000 in other operating costs. 

There is a $31,000 decrease at Parris Island, which are minor items 
of cost again. 

There is a decrease at Quantico of slightly less than $132,000, 
giving us a net decrease for the three stations of $186,000. 
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SECURITY AND SERVICE OPERATIONS 


Mr. SuHepparD. With reference now to 1C, I wish you would give 
me a brief statement of what is contemplated on these installations as 
set forth and reflected on pages 21 and 22. 

Colonel Ropertson. These are the major stations involved in this 
budget project. The budget project covers all security facilities, and 
so on. 

Then we have the service operations included there. 

There is reflected a decrease of $75,000 in labor and other operating 
expenses at Henderson Hall; there is an increase at the same place of 
$32,000 on major repair projects. 

There is a decrease at Marine Barracks at Eighth and I Streets of 
$30,915, and then we have an increase for major repair. 

Increase at Pearl Harbor of $11,500, comprised of $30,000 for labor 
and offset by about $19,000 in other reductions, plus a decrease of 
about $7,000 in major repairs. 

There is a decrease of about $7,000 at Guantanamo Bay, an increase 
of $6,000 there for major repair, and overall decrease for all of the 
other miscellaneous activities of about $100,000 for labor and operating 
expenses and about $78,000 for major repair and minor construction, 
or a decrease of $201,000 in operations and about $30,000 in major 
repair. 

RECRUITING 


Mr. SHepparp. With reference to 1D, recruiting, last year your 
automotive fleet was 80 passenger-bearing vehicles and 170 trucks. 
It now appears to be 300 passenger-carrying vehicles and 271 trucks. 
Why the change from trucks to automobiles and the fleet increase 
from 250 to 571 vehicles? 

Colonel Papiey. Actually it was not an increase in total number of 
vehicles. The fiscal year 1956 budget data inadvertently omitted 21 
vehicles which were assigned to officer procurement offices. Expenses 
of these vehicles were included in that budget. That is the 21 increase 
as shown. 

As to the automotive fleet, replacement sedans for half-ton pickups 
used in recruiting were approved in the 1956 budget. The increase 
in sedans reflects the replacement. 


CENTRAL PROCUREMENT, MAINTENANCE PARTS AND ORGANIZATIONAL 
EQUIPMENT 


MOTOR TRANSPORT 


Mr. SHepparpb. Pick up the next item reflected under 1E. You are 
requesting $2,382,000 for motor transport in this project in fiscal 
year 1957. This is an increase of $1,632,000 over last year. 

Why an increase of this size? 

Colonel DeWirr. Mr. Chairman, this increase of $1,632,000 in- 
cludes new items which are being procured for the first time. 

Mr. SHEPPARD. Such as? 

Colonel DeWirrt. The items are water heaters, soft top enclosures 
for fleet Marine Corps cold-weather use; storage drums for long-time 
storage, and preservation of engine assemblies, as well as for ship- 
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ment; desert kits for high flotation conversions, and engine conversion 
sets for trucks, both to be used in the planned atomic exercise. 

Mr. SHepparp. Are these new items? 
Colonel DeWirr. Yes, sir; all new items in the motor transport 
field. 


ENGINEER ORGANIZATION EQUIPMENT 


Mr. Suppparp. Explain the increase of $2,579,000 in engineer 
organization equipment, and especially the $1,763,000 worth of new 
items not previously procured by the Marine Corps. 

Major Reep. The new items consist of photographic equipment and 
supplies, topographic equipment, tactical support airfield construc- 
tion material, blast mat, and desert and Arctic operation items. 

Mr. Suepparp. Where were those items funded before? 

Major Reep. They happen to be new items, Mr. Chairman. They 
have not been funded before. 


FURNISHING OF QUARTERS 


Mr. SHEPPARD. You are requesting funds to furnish 324 sets of 
quarters. Where are these quarters to be located? 

Colonel Griprer. There are two sets of quarters at Twenty-Nine 
Palms, 155 quarters to be located at Quantico, 86 sets of quarters to 
be located at Albany, Ga. 

Mr. Suepparp. Have contracts been let out on any of these 
quarters? 

Colonel Griprer. The quarters themselves, the construction author- 
ity was authorized by Public Law 161, 84th Congress, and Public Law 
765, 83d Congress, and the funds were appropriated by Public Law 
219 of the 84th Congress. 

Mr. SHepparp. What is the actual construction status? 

Colonel Rosertson. Contracts have not yet been let but are in 
process of design. 

Mr. Suepparp. If they are in the status of design that obviously 
projects them into a considerable future time. When do you anticipate 
occupancy? 

Colonel Rosertson. Beginning in about December of this cal- 
endar year, sir. 

Mr. SHepparp. Why do you need the money this far in advance? 

Colonel Ronerrson. We need it for the fiscal vear that is coming 
up, sir. We have a lead time on the furniture of from 90 to 180 days. 

Mr. Suepparp. The unit cost is $2,656 per set for furnishing 
quarters, compared to a request of $1,927 per set at Great Lakes. 
Why is there this substantial difference? 

Colonel Griver. The cost of these quarters is based on Bureau of 
the Budget circular A-15, dated December 29, 1948. It specifies 
certain amounts depending on the grade of the officer occupying the 
quarters or the floor space of the quarters involved. 

Mr. SHepparpD. Would you insert the directive to which you have 
referred in the record at this point, please? 

Colonel Griprer. Yes, sir. 

(The information requested is as follows:) 
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EXxtcuTivE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., December 29, 1948. 
CrrcuLtaR No. A-15 (REVISED) 


To the Heads of Executive Departments and Establishments: 


Subject: Maximum allowances of furniture and furnishings for Government- 
owned personnel quarters. 

This revision of Circular No. A-15 replaces and rescinds Circular No. A-15 
revised, dated June 11, 1946. 

1. Tables of maximum allowances of furniture and fursishings for Government- 
owned personnel quarters, together with instructions relative thereto, are promul- 
gated from time to time by the Director of the Bureau of the Budget with the 
approval of the President, for the guidance of the departments and establishments 
providing furnished personnel quarters. The tables and instructions currently 
in force are contained in a document, copies of which may be obtained from the 
Bureau of the Budget, entitled “‘“Maximum Allowances of Furniture and Fur- 
nishings for Government-owned Personnel Quarters,’’ dated December 29, 1948. 
The purpose of the tables and instructions is to further effective budgetary 
control and to promote uniformity in practices followed by the departments and 
establishments as to the kind and amouat of furniture and furnishings provided 
by the Government for use in living quarters made available by the Government 
for occupancy of Government employees. The term ‘‘furnishings”’ includes furni- 
ture. 

2. In order to obtain the advantages of large-scale buying, the control of 
designs and specifications, and recor 1 of quantity purchased, the Bureau of Federal 
Supply of the Treasury Department, on January 2, 1942, took over matters 
having to do with the procurment of household furniture, according to the 
provisions of the Reorganization Act of March 3, 1933 (47 Stat. 1517). Specifi- 
cations for household turnishings are determined by th? Bureau of Federal Supply 
with the assistance of a committee composed of representatives of agencies which 
provide household furniture. 

3. It is requested that the heads of the departments and establishments con- 
cerned maintain in force regulations in conformity with the provisions of this 
circular and the tables of allowances and instructions referred to in paragraph 1 
above. 

James E. Wess, Director. 
FOREWORD 


The heads of the departments and establishments concerned shall prepare and 
maintain in force appropriate regulations in conformity with the table of maxi- 
mum allowances and applicable requirements as established. 

Pur pose 

The purpose of the table of maximum allowances is to further effective budge- 
tary control and to promote uniformity in practices followed by the several 
departments and establishments as to the articles of furniture and furnishings 
provided by the Government for use in living quarters made available by the 
Government for occupancy of Government employees. 

Scope 

The use of the table of allowances and applicable requirements is mandatory on 
the executive departments and establishments of the Government of the United 
States of America within the continental limits of the United States and its per- 
manent possessions and on the Government of the District of Columbia. The 
establishment of allowances for other personnel quarters outside of the United 
States shall be for administrative determination by the department or establish- 
ment concerned. 

The allowances (except where otherwise provided) fix the maximum quantity 
and kind of articles of furniture and furnishings, which the several departments 
and establishments may provide in the various rooms of Government-owned 
quarters, subject to the availability of funds in the appropriations from which 
purchases are made. Quantities less than the maximum shall be provided or 
allowed in the discretion of the department or establishment where room area, 
door or window openings, built-in bookeases or other conditions exist which make 
impracticable the use of the maximum articles allowed. 

The allowances established for various rooms are for such customary articles 
of furniture and furnishings that are generally considered essential and adequate 
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to furnish living quarters. No provision is made herein to establish grades, 
styles, sizes or quality of material used in the manufacture of the articles to be 
provided. These requirements are provided for in applicable drawings, specifica- 
tions, and purchase contracts. Allowances covering the grade, style, or quality 
of the articles to be provided on the basis of personnel status of occupants of 
quarters, shall be for the administrative determination of the head of the depart- 
ment or establishment. 


Application 

The allowances apply to two general classifications of personnel quarters, 
namely, housekeeping quarters and nonhousekeeping quarters. No provision is 
made for that class of quarters which includes barracks, bunkhouses, temporary 
and seasonal quarters. Such provision is left to the administrative discretion of 
the department or establishment concerned, 

Classification of quarters 

Housekeeping quarters are provided for persons or families who live on a house- 
keeping basis and nonhousekeeping quarters are provided for persons who live on 
a furnished-room or dormitory basis and are, therefore, without personally owned 
household effects. 

Policy of providing furniture and furnishings 

It is the policy of the Government to provide furniture and furnishings for 
housekeeping quarters where conditions of employment require frequent change 
of station in the interest of the Government. Where residence is of a permanent 
nature, it is not the policy of the Government to provide furnishings for house- 
keeping quarters. 

This policy is based on the principle that the Government is justified in provid- 
ing furniture and furnishings in housekeeping quarters only where it is cheaper for 
the Government to purchase certain items than to pay the expenses incident to 
the frequent transportation of personally owned furniture and furnishings. The 
items provided for housekeeping quarters consist only of basic pieces and these 
do not include such items as linen, cutlery, silverware, tableware, and kitchen 
articles. It is considered essential that the Government provide furniture and 
furnishings in nonhousekeeping quarters, because it is the practice of persons who 
oecupy such quarters to be without household effects. All departments and estab- 
lishments providing nonhousekeeping quarters are entitled to provide household 
furniture and furnishings in such quarters. 

Other allowances 

The following allowances shall be for the administrative determination of the 
head of the department or establishment: 

1. Furniture and furnishings for libraries, dens, reception and recreational 
rooms, or for rooms other than those provided for in the table of allowances. 

2. Furniture and furnishings for rooms of unusually large size for which quan- 
tities specified in the table of allowances may not be adequate. 

3. Window draperies, curtains, or portieres. 

4. Other equipment such as stoves, refrigerators, window shades, vacuum 
cleaners, fire extinguishers, fans, awnings, ash and garbage cans, and related 
articles. 
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Maximum ALLOWANCES OF FURNITURE AND FURNISHINGS FOR GOVERNMENT- 
OwNED PERSONNEL QUARTERS 





Developed by the Bureau of Federal Supply, Treasury Department, Washington, 
D. C., in cooperation with the departments and establishments concerned ; 


Approved by the Director, Bureau of the Budget, Executive Office of the 
President, Washington, D. C., December 29, 1948 


HOUSEKEEPING QUARTERS 











Article | Item | Quantity 
Living room: | 
DE otic dice cvenpeunnbiextenst’ aoimiue wink imanicnshs Sanuk s Radkdamea A 2 
I a a I ee B 1 
INI WN 5 Sank so iat lining ean Shad bk SEES bk bin weite oS ates C 2 
Slipcovers (for items A, B, and CF itis ie aR Sieben, Sool ATR ea ag, me Ee 
Library table or table ENE en cn, ae cee eke ie ee E 1 
Se Gs tb ckiturakidaneuwebhtaebiiscduebivsavudcibeebandebusteucadincoboad F 1 
se Sore ne ke onl al pint han sn gece SA wee BE pews al G 2 
rn nr Sn ND ee a ok aalinbancenbbecdeneennueinansdusceuewactd H 1 | 
Floorlamp (where sufficient lighting fixtures are not provided) ..............-.-..- I 2 i 
ir aw icsc bons inte eee rina ners simi cb acini tien inside ed nieiaibn a ical dela ibid ate al J 2 | 
Bene Rereeenns Or TORNOTNTIO COVOTEIG) oo in con kes cece dbecwndameccuderes K en ne 
SINGS S scccikln ak pedeeteh dpies abcade nites hide ace teduns ches tate kkedye Sweeedunal Ber eee 2 
Dining room: 
ih ince nadns euaedne ch aaere chad wintete ek bana cede ated soe meses cake A 1 
I is hakatsand cntbelide dad sbde nd kkdccwoues 4 inkhadsb Memb ie obiawabian es hoes B 2 
ei ics ct descend naee nee einknatusnaswaccsonkckekareaswaeniaea one Cc 6 
I CN i es clini adie a iehaw nk bakied pele culated hake Saateawue D 1 
I tet Dh oT cen neath antec & abe epee oe gandes wars era nmaghation copie beats mabemad E 1 
ny aE GENIN, 25 Jct audckecelescebusl wuss abatecesrewchoambeu F 1 
me (oaticient for reasonsdle Coverage) acu. nk 5 os oo oo oct ec nncciccgnee a4 G 66) eee 
la Sel ek te Rl ls iit asl cet nmnganteseboansebisomiaciurs Bi) (tees. 
Combination living room and dining room: 
Armchair __-- Bie sub olee pulpeh ak Seek ews tips ners be ail ewe dese cthbbaadaas A 2 
Davenport SID sb dhe dein potas batindinemnycigks xs iia peaese oes LEB ake sen B 1 
Occasional chair---- -- a Re I se ek GS 2 
Slipcovers (for items ee vol hahatcwee aceon yep Oe aie ee 
Pe Cm Oe Gee MIT OP COE 6 oi a bdccsin cnn nwloceuscadscckipwaebavacecss E 1 
SRRNIR TS cote e tS. 5. cia tikndalensiiduschened blast ab da davhesicce lik F 1 
I mlb G 2 
Bookcase (if not built in) _- piecemeal H 1 
Floorlamp (where sufficient lighting fixtures are not prov ided).. hee arre I 2 
Table lamp-------- 5; Pete nekCuweea J 2 
Dining table Lccinenitecee de kek cies cicekeebannas : sou Kk 1 
Armchair (dining room) - i aR eR I a L 2 
Neen eee nnn nen ee es ae eel M 6 
on ducal acai cnn pare saanice toda eu seb PEab enebanneneesiath N 1 
NNR, Bere che 8 oe ee a tisehh whew wan deh Est bas ) \t@ 1 
China cabinet (if not built in)_............_.___- ida a ORR a er os 1 
Rug/rugs (sufficient for reasonable coverage) ................_-.----_..-----2-- ee et eee 
I Ad). clccccaubettawutthubudceveudsghecdberdl vemos $ be R ae 
Dinette or breakfast room: 
I os Raa tains Sa ies xn tata grt ee Ges iiabe a aie wieder ide Acari wh aioe ima A 1 
NRE ie det, ene bhieniet aubiiiee a ara necdchneucédewasdagy ecuddeeaasens B 4 
Sideboard (buffet) or server__._____- Phcdbn oe tdece is Hen dhe cee obatea ehaands C 1 
Rug (sufficient for reasonable coverage) -__.............--....--..--.-----.-- as ih D 1 
i ca tuetitehineskecdntakcewenadadcdwratnccatndncesshabesunusanint Siento 
Kitchen: 
Kitchen table - - -- S alinialaslanial diana Grshote ayaa een A 1 
Kitchen chair (if no ¢ dinette or breakfast Spi ace) _- Sagsrahikaeunaawice ne B 4 
Kitchen stool_- indi tis tenia eat etree Ao Cc 1 
Kitchen cabinet (if not built in) - . D 1 
Linoleum floor covering (where required) ................--.----.--..---2.------ Be es be ae 
Main hall and stairway: 
Nee ae aa A 1 
I areas acacia wb caemtennduvesanscee B 1 
I Site a oe a a | C 1 
Rug or carpet (sufficient for reasonable coverage) ...--------- ™ a 
Stair carpet or treads_ anaes E ‘ eae 
Rug or carpet cushion (not allowed under stair treads) _.____- 5 | F pie 
Porch: 
Glider or settee _____.- i ete * A 1 
Porch chair_. igs ikiniaiiincaieet Ake * B 2 
Porch table___. Soci Rea amecanele kaw Cc 1 
Porch rug (if enclosed porch). _- Subd hlatehs Readkcaddinp hates Saban stab nueled ye oeenedcuet eS Se 
Master bedroom: 
Double bed or 2 single beds.-..-...--.......-.--- ‘ Or ae Re an ae A 1 
i rE: |. 5 5A 5. eRe Sen enna he antousbanenosiewuebadionme B 1 
TN EN inna eernkgedduihdnneebukecsncuhicmaadede ude eveiacaceeds Cc 1 
TNT. dcttarnshienettdtetn=tu pea b ennai icin leeds Meelis wisi 5a aia ade D 2 
Ds 101 ttth a haeinas nmi PA dthinhnkne ihn kweknbhgn’ dames Os Saeien E 1 
I occcc thin iii ce headidhcncs snniuanlocsutiedanpnaepenctecnersios F 1 
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HOUSEKEEPING a Continued 











Article Item Quantity 
Master bedroom—Continued 
Vanity - -- - G 1 
Mirror for vanity H 1 
Vanity i a ig ee I 1 
Chiffonier or chest of drawers___- J 2 
og ES eS a eee eee ee K 1 
Wardrobe (if no closets) ...............-.--_-- L 1 
Night table_- ; M l 
Rug/rugs (sufficient for reasonable coverage exclusive of area under bed)___...._- N 
Other bedrooms (not exceeding 3): | 
Double bed (when there are 2 or more bedrooms in addition to the master bed- | 
room, 2 of these bedrooms imney have 2 pee beds in lieu of 1 double bed) --- A | 1 
Spring for each bed ; Soe Suoiah aeons ea 1 
Mattress for each bed. ‘ . Cc 1 
I a eR ee ity | D l 
DI OE Nie, - 6 wa cennnccusacdaseuucs pees ‘ E 1 
Mirror for dresser or vanity. ._...........-- F | 1 
bh i, ee G 1 
Ni a oe SS H l 
RI i ee ns soe Ee ee Sh cae hse 3 I | 1 
Wardrobe (if no I Se im ac Sea en J 1 
Rug/rugs (sufficient for reasonable coverage, exc lusive of area under bed) K | 
Upper hall: 
NO asia ae a a a es es as Epitiiiin s dp ausslens A 1 
Rug or carpet (sufficient for reasonable coverage) B 
mug oF carpet cushion... ..............<... a Cd aes 
Bathroom: 
MR Cee e ere et yee loth coe NN he oe eee Re oS A | 1 
Medicine cabinet (if not built ie. anaes a ae a B 1 
Domestic’s room: | 
PE as Stkedetn dase c chtates aocdd pends caWesabadsenhdihsteaeeshateebane wa | A | 1 
I a ee 5 ae B | l 
MEG Loh ncktndsccaxcrascdcceuscs Js RikeslataaeoaraseRe gees cakbas ee eeiees C 1 
a i bales sien wes de timid bated adi aaa D 1 
I gh Ne eis ee a ee E 1 
IESG ea che 2 boda a6 wae alam kee isan eanas eo ceeee . F 1 
ig 0 ere é- cbEma wed - ‘ : G l 
Side chair - .--_- H l 
Small rug (sufficient for reasonable coverage, exclusive of area under bed) ese I 1 
One-room apartment: 
RR pti eed Aids accaaeicaakcs A 1 
UN” ee B 2 
Side chair. -- . Cc 4 
Gateleg or drople: uf table. D ] 
Occasional table FR iia hala a are a ae E 1 
Night table ak cata del bee F 1 
CIID eintigtnimadrans G 1 
SED 3 ne. ke ee Se Rs o tie a ait emaeoden iH 1 
Bookcase (if not built in) __ " I 1 
Wek adeccentanesacs 3 ‘ J 1 
Mirror for vanity.. < K 1 
Vanity bench-.-.--- L | 1 
Floorlamp (where sufficient lighting ‘fixtures are not prov vided) .. M 2 
"TOs Oa bios 5 snes ctts bhioddtnntht dbl N 2 
Rug/rugs (sufficient for reasonable coverage). egies . oO 
RE 2c tet ae ided cab gea dee nbs sbi eee beset gdaimiencdes  beediee. 
NONHOUSEKEEPING QUARTERS 
Single bedroom: 
a al al a i A 1 
aad Stine th dnseedaaiknde ddakhs sobbed ctdbswesbebaesann | B 1 
ES a0ikss ia heinddc ddd se4eawenbacwde qicab ateea nde paneaeds Adekbeanohanh Cc 1 
cha da dckac cb seie ann bo aah abel based cae Weeacanencadties ease ene D 1 
ene) hint eek thawed baba bethailab seunianksnantnsctabeebed bite E 1 
SO i ea i tein aa a lal cae at cl A oI ie F 1 
SCE IE Oh So de ea tdch anh a oteenimesiewubninwebenka G 1 
Mirror for dresser or chiffonier.....-........--.----------------------------- H 1 
Table desk or desk - - - ddidndit cudionsscgagaetedeinat east I 1 
nth cicdahd dp ccthnnsuglis tide nthiads dnakinnhhtnn-Aidkagshandsandnes ess J 1 
Rug/rugs (sufficient for reasonable coverage, exclusive of area under bed) __ K 1 
Miscellaneous (includes bedding, bed linen, mattress cover, bath and hs und 
towels, and wastebasket) .__.._...--- satcduainmaanveds seein miata dektnoinaie aio . ] 
Double bedroom: 
NE: deg degen cdiswkdoddunnueseeGdsbhsdcavnsouwececesds A 2 
IEE TENDS «ocean de iddtt ud cbdgh~beyaaes ene ewns B 1 
Macteeus for each bed........................- wee Cc 1 
ee TR Cas bh io ceidcebnbdd bth) cp cud een sia D l 
PPE Eas oh cadtdodnncncsc~< Cina aace E 2 
Side chair. haat iain td ninhs ane bhe nce enaas oe F 1 
Dresser or chiffonier.........------------------ G 2 
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NONHOUSEKEEPING QUARTERS—Continued 


Item Quantity 


Double bedroom—C ontinued 
Mirror for dresser or chifYonier_- 
Table desk or desk 
Table lamp 
Floorlamp 
Rug/rugs (sufficient for reasonable coverage, exclusive of area under beds) 
Miscellaneous (includes bedding, bed linen, mattress cover, bath and hand 
towels, and wastebasket) 
Living room (joint use of 2 occupants): 
Armchair 
Slipcovers (for item A) 
Side chair 
Bookease or bookshelves 
Table or table desk 
Table lamp 
Floorlamp 
Rug (sufficient for reasonable coverage) 
Rug cushion 
Armehair 
Davenport (sofa) 
Occasional chair ne: 
Slincovers (for items A, B, and C). 
Side chair iat 
Table desk or desk 
Library table or occasional table 
End table 
Costumer , 
Bookcase (if not built in)-_- 
Coffee table 
Floorlamp 
Table lamp 
Rrg (sufficient for reasonable coverage) 
Rug cushion weet 
Living room (single occupant): 
Armchair = 
Slivcover (for item A) 
Side chair 
Occasional table Juaieentass 
Bookcase (if not built in)_.....-.---- 
Table lamp 
Rug (sufficient for reasonable coverage) 
Rug cushion 


Nor ty 
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MOBILIZATION REQUIREMENTS FOR CLOTHING 


Mr. Suepparp., What is the basis for the increase of $1,318,000 
in mobilization requirements for clothing? 

Colo.el Griver. Sir, in general supply category, the increase of 
$1,318,000 is not all confined to mobilization reserve clothing. 

Mr, SHepparpb, Explain to us the differential in there for the 
expenditure of the funds required. 

Colonel Griper. Part of the requirement for increase in mobiliza- 
tion reserve is in aerial delivery equipment and other such categories. 
We have some chemical warfare items involved, aerial delivery equip- 
ment and clothing involved in the mobilization reserve, 

The money here will permit us to go to approximately an M-plus-2 
position in these items. 

Mr. Suepparp. Mr. Wigglesworth, questions pertaining to budget 
activity No. 1, unit training and operations? 


Unit TRAINING AND OPERATIONS 


Mr. WieGLeswortnh. | understand that the increase of $1,812,000 in 
project 1A is the result of a decrease of $874,000 for unit training and 
operation, an increase of $843,000 for the civilian substitution program 















and an increase of $1,843,000 for maintenance and operation, major 
repairs, and minor construction. That is correct, is it not? 
Colonel Rospertson. Yes, sir. 


CIVILIAN SUBSTITUTION PROGRAM 





Mr. WicGLeswortH. You gave us a brief statement as to the 
civilian substitution program which you say was completed during 
fiscal year 1956. Will you amplify that please? 

Lieutenant Enocr. During fiscal vear 1956 the Marine Corps 
civilian substitution program was set up to employ an additional 1,977 
civilian personnel throughout the Marine Corps in place of approxi- 
mately 2,300 military personnel. 

Mr. WieeteswortH. How many all told will that give you in each 
category? 

Lieutenant ENocu. Let me check that, sir. 

General Suoup. Off the record. 

(Discussion held off the record.) 

Mr. WieGiteswortH. This program applies to maintenance and 
operations, does it not? 

General Suoup. There are civilian employees in other activities 
other than 1A, which is unit training and operation. That covers 
only the two big stations, Camp Pendleton and Camp Lejeune. 

Mr. Wiaeteswortu. How far does this program extend? 

General Suovp. The civilian substitution program is extended to 
every station in varying degrees where civilians are employed. 

Mr. Wiaciteswortu. The figure of 1,977 in place of 2,300 military 
is the whole picture? 

General Suoup. Yes, sir. 

Mr. WieeLteswortn. Then give us the overall figures on the same 
basis. 

General Sour. Total civilians in the Marine Corps? 

Mr. WicGLeswortn. In this substitution program. 

Lieutenant Enocu. Within project 1A we are substituting 689 
civilians. 

Mr. Wiae.ieswortn. Off the record. 

(Discussion held off the record.) 

Lieutenant Enocu. The total civilian strength for the Marine 
Corps will be 16,290 in fiscal year 1957, sir. 

Mr. Wiaeaieswortu. Which is 1,977 more than you now have? 

Lieutenant Enocu. No, sir. Some of these substitution people 
have already been employed. It is an increase of 1,977 over what we 
had at the end of fiscal year 1955, minus other decreases. 

Mr. Wiceieswortsh. And the 2,300 military personnel have 
been relieved for duty in the operating forces? 

Lieutenant Enocu. Yes, sir. 

Mr. Wiaaieswortn. After completion of the program in fiscal 
1956 it will result in additional expense of $843,000 in this particular 
item. Is that correct? 

Colonel Rosertson. Yes, sir. 

Mr. Wieeieswortnu. Does this item reflect more civilian personnel 
than you previously had military personnel? 

Lieutenant Enocn. No, sir. The reason for the increases during 
fiscal 1957 is that during fiscal 1956 when these conversion personnel 
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were initially being employed we were employing them on a phase basis 
throughout the year. During fiscal year 1957 those personnel will be 
employed for the whole year. 

Mr. Wiacieswortu. That is a complete explanation of the entire 
increase? 

Lieutenant Enocn. Yes, sir. 


PROCESS OF APPROVAL OF MAJOR REPAIR ITEMS 


Mr. WiaeLteswortH. What is the process of approval of the major 
repair items which are reflected in 1B, 1C, and elsewhere? 

Colonel Rosertson. They are presented by stations which are re- 
quired to have a board of officers review them before they leave the 
station, and the signature of the general in command, if it is a large 
station, is required, showing that it has had his personal attention. 

When it gets to Marine Corps Headquarters they are reviewed by 
technical people,-and finally are passed on by a board of nine senior 
general officers, and then they are personally approved by the Com- 
mandant of the Marine Corps. 

During those processes many projects are dropped by the wayside 
or altered. 

Mr. WiceLeswortu. That process has been applied to each of the 
items before us here? 

Colonel Ropertson. Yes, sir. 


RECRUITING PERSONNEL 


Mr. Wice.teswortH. Under 1D, “Recruiting,” you have 455 
recruiting activities? 

General SuHovup. Yes, sir; I believe that is the figure I gave. 

Mr. WieciteswortH. What is the personnel devoted to recruiting 
now? 

Colonel Paptey. As of approximately this time we have 1,055 
recruiters. We have 81 officers engaged in the field of recruiting. We 
have approximately 217 administrative personnel. That is the total 
engaged in the field at this time, sir. 

Mr. WiacGLeswortu. Is it contemplated you will retain that level 
in 1957? 

Colonel Paptey. No, sir. It is contemplated to increase that to 
1,200 or a little over 1,200 recruiters, sir. 

At this time no increase is seen so far as administrative billets or 
officers are concerned. 

Mr. WiccLeswortu. Is that all military personnel? 

Colonel Papiey. They are all military personnel, sir. 

Mr. WicciesworrtH. These 450 activities 

Colonel Paptey. The breakdown, sir? 

Mr. WiceLeswortn. Are they all stations? 

Colonel Papitey. The 455 activities, 7 are reserve and recruiting 
districts; we have 43 main recruiting stations, 384 recruiting sub- 
stations, and 21 officer procurement offices. 

Mr. WiegeLeswortH. You say next year you hope to obtain 62,716 
enlisted personnel and 278 aviation officer candidates? 

Colonel Paptey. That is correct, sir. 

Mr. WiceLeswortH. How does that compare with the estimates 
for the current fiscal year? 
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Colonel Paptey. The current fiscal year is 50,600 and we hope to 
achieve 278 aviation officer candidates, sir. 
Mr. WiccLeswortu. I believe that is all, Mr. Chairman. 


Depot Suprity SystEM 


Dudget activity No. Depot supply sytem 





| 
| Difference, 
-roiect title 55 ac . " oo 1957 com- 
Project title 1955 actual | 1956 estimate | ‘a 7 estimate 2 pared with 
1956 





Repair, rework, renovation, and pres- | 

ervation of m< ateriel ae $4, 066, 640 $7, 673, 000 $6, 806, 000 —$867, 000 
Depot operation and mainten: ance | 265, 385, 441 27,716,000 | 27,810, 000 +04, 000 
Industria] mobilization. _-._........--- 16, 048 22, 000 23, 000 +1, 000 


Obligations payable from appro- 
priated funds 2 29, 468, 129 35, 411, 000 | 34, 639, 000 —772, 000 


Mr. SHepparD. We will pick up the next, activity No. 2, reflected 
on page 33 of the justifications. I find actual obligation for 1955 was 
$29,468,129; in 1956 your estimate was $35,411,000; 1957 estimate, 


$34 639,000, which reflected a decrease of $772,000. 
DEPOT OPERATIONS AND MAINTENANCE 


Mr. Suepparp. With reference to your subproject 2—B, ‘Depot 
operation and maintenance,” on page 37 of your justification you refer 
to a “planned long-range program for maintenance of facilities.” Just 
what is the long-range program? 

Colonel Mixtuicnar. The long-range program for maintaining facili- 
ties in the depots is essentially the same as it is for all Marine Corps 
stations. They operate under the same general provisions. We are 
maintaining all facilities on an operational basis and will utilize them 
for the use for which they were intended. We have no standby or 
vacant facilities. 

Colonel Ropertson. We have an organized maintenance program 
which is laid out in each station on a long-range basis. It is offa check 
list. Those personnel engaged in maintenance must look at each 
building every so often and must see that it is painted on a schedule 
or not less than a certain schedule, at least look at it to see if it needs 
painting. That is what we mean by long-range maintenance program; 
not to wait until something breaks to fix it, but to try to keep our 
house in order on a programed basis. 

Mr. SHepparp. We will go to page 39 of your justifications and 
pick up Albany, Ga. I wish you would give us your reasons there for 
the increased cost factor reflected. 

Colonel MituicnHap. Albany, Ga., fiscal 1957, a decrease reflected 
of approximately $480,000. ‘This decrease is due to the fact that 
there is a leveling-off period in fiscal 1956. We have had some slight 
shift in workloads and a decrease in major repair, minor construction, 
of approximately $150,000. 

Mr. SHepparD. Same explanation requested of Barstow. 

Colonel Miuiicwap. Relatively small change in the activity at 
Barstow contemplated for fiscal 1957. The total increase of $73,000 
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is explained by $188,000 increase in the area of operations and mainte- 
nance and a decrease of $115,000 in major repair, minor construction. 

Mr. SHEPPARD, Same question for San Francise Oo. 

Colonel MruuicHar. San Francisco, there is an increase reflected of 
$405,000 which is mainly attributable to the conversion program of 
converting military to civilian billets and for some increased require- 
ments for electronic repair equipment in the electronic repair shops 
at that annex. 

Mr. SHEPPARD. Same question, Portsmouth, Va. 

Colonel Miuitcuap. The increase of $31,000 at Portsmouth is 
mainly due to the conversion program and there are some small de- 
creases. 

Mr. SHEPPARD. Sane question, Philadelphia, Pa. 

Colonel Miiutcuap. Th» increase = $196,000 in operations and 
maintenance and a decrease of $116,000 in major repair and minor 
construction make up a net increase of $30, O00. 

Mr. SHepparp. What is the basic reason for those increases? 
You have them and I know they are there, but what are they? 

Colonel MiuurcHar. The basic reason for the increases has been 
the problem of converting military to civilian billets. However, there 
are some identifiable items that I would like to mention. There is an 
increase of $20,000 for electric accounting machine rental at Phila- 
delphia; an item of $268,000 for maintenance of newly constructed 
facilities, and $187,000 for new plant equipment and modernized plant 
equipment. 

Mr. SHepparp. I suggest you insert a table in the record at this 
point that will show operation and maintenance cost for each installa- 
tion, together with the civilian and military man-years of employment 
for the past 3 years including 1957. 

(The table referred to follows:) 


Budget project 2B an supply system, operations and maintenance 


Fiscal | Depot opera-| civilian labor| Military ! 


Activity year se eaten man-years | on board 

MCSC, Albany, Ga , 1955 $5, 708, 388 | 1,191.8 21,745 
1956 6, 933, 258 1, 476. 2 1, 496 

1957 | 6, 447, 626 ! 1, 508. 7 | 1, 496 

MCSC, Barstow, Calif d 1955 Y, 578, 311 1,858.9 | 21, 508 
1956 10, 511, 469 1, 840.8 | 1,877 

1957 10, 584, 929 1, 769. 0 1, 877 

MCSFA, Portsmouth, Va_.-_-- r a 1955 1, 136, 9O8 171.9 2 309 
1956 1, 269, 805 | 192.9 298 

1957 1, 300, 434 | 195. 0 298 

MCCD, Philadelphia, Pa_.__---- Sra 1955 5, 209, 045 | 1, 251. 6 2 320 
1956 5, 168, 460 | 1,143.9 320 

1957 5, 248, 558 1, 143.8 320 

MCSFA, San Francisco, Calif._.-- st Miata aoecardianre 1955 | 3, 752, 789 | 707.0 | 2 808 
1956 3, 833, 008 641.9 660 

1957 4,228, 443 | 682. 6 660 

Project totals_..-- Se ee ee ae 1955 25, 385, 441 5, 181.2 | 2 4,690 

1956 27,716,000 | 5, 295. 7 | 4,651 

1957 27, 810, 000 §, 299.1 4, 651 


1 Total military personnel, including those engaged in 2A, repair, rework, renovation, and preservation 
of material. 
2 December 31 on board. 


Mr. WiaetesworrH. What about project 2—-C, industrial mobiliza- 
tion? That is approximately the same figure as in the current fiscal 
vear. 
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Colonel DiWrrr. We are in the industrial mobilization plan in a 
very modest way and the amount we have in the 1957 estimate covers 
four civilian employees plus a small amount of travel expenses. The 
reason that our estimate is so small is because we only plan on items 
peculiar to the Marine Corps. Other industrial mobilization planning 
is done by the central procuring agency. 

Mr. WiaeLesworrH. The purpose being to have industrial capacity 
available in time of emergency? 

Colonel DiWirr. Yes, sir. 
Mr. Wieeueswortrn. | have no further questions, Mr. Chatrman 


TRANSPORTATION OF THINGS 


Budget activity No. 3—Transportation of things 


Difference 
at se en ‘ — ‘ 1957 com- 
No. Project tith 1955 actual 1956 estimate 1957 estimate py red with 
1956 
3A. Inland transportation $13, 455, 99% $7, 360, 000 $7, 355, 000 $5, 000 
3B Ocean transportation 475, OOO 1, 749, OW) 1. 486, 000 $63, OOO 


Obligations payable from ap 


propriated funds 13, 930, 993 9, 109, 000 S741, 000 — 368, OOO 


Mr. Sueprarnn. All right, gentlemen, we will pick up activity No. 3, 
transportation of things, reflected on page 42 of your budget wherein 
I find that your actual for 1955 was $13,930,993; 1956 estimated was 
$9,109,000 and your estimate in 1957 was $8,741,000, which shows a 
reflected decrease of $368,000. 

What bas been the effect of the establishment of the Albany, Ga., 
depot on transportation charges? 

Major Water. Generally, it has the effect of slightly decreasing 
the inland supply support transportation charges, Marine Corps. 

Mr. SuHerparp. Have you any yardstick that would indicate what 
savings can be established? 

Major WaAuuLER. No, sir; we have not developed that as yet. 


TRANSPORTATION CHARGES BETWEEN ACTIVITIES 


Mr. SHepparp. Will you furnish for the record a table showing 
transportation charges for shipments betw een Marine Corps activities 
and supply support “for the past 4 years? 

Major Watuer. For the fiscal vear 1955 the inland transportation 
charges and supply support was 140,822 weight tons at an average cost 
of $26.08 per ton. 

Mr. Suepparp. Total cost is what we are asking for. I want it on 
the annual basis for comparative purposes. 

Major Wauter. For 1955, $3,672,268. 

For 1956, first 6 months fiscal 1956, $1,749,295. 1954 figure we 
do not have, sir. 

Mr. SHepparp. Will vou supply it for the record at this point when 
the record comes down to you, and a complete estimate for 1956, 
please? 


Major WauuErR. Yes, sir. 
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(The following information was furnished:) 

Transportation charges on shipments between Marine Corps activities are: 
Fiscal year 1954 $4, 787, 139 
Fiscal year 1955 3, 672, 268 
Fiscal year 1956 (estimated) 3, 500, 000 


Comparable figures for fiscal year 1953 are not available. 


BASIS FOR REQUIREMENTS 


Mr. SHepparp. Will your transportation requirements be based on 
MSTS rates in effect as of July 1, 1955? 

Major Water. Yes, sir; MSTS rates in effect on July 1, 1955. 

Mr. Suepparp. How do they compare with the rates that are 
presently in effect? 

Major Water. They are presently in effect, sir. 

Mr. SHepparp. I see. Any contemplated changes in the rate 
structures? 

Major Water. No, sir; not in the next year or so. 


REINBURSEMENT TO ARMY 


Mr. WiaeieswortH. On page 45, what is the item of reimburse- 
ment to Army for $85,000? 

General SHoup. Reimbursement for shipment of rations to our 
Marine forces in the Far East. 

Mr. WiaGLeswortn. You mean the Army does that job for you? 

General SHoup. Yes, sir. 

Mr. WieeieswortH. That is all, Mr. Chairman. 


MARINE Corps RESERVE TRAINING 


Reign mitttende No. 4— Marine Corpe reserve irerning 


Difference 
1957 com- 


Project title 1955 actual | 1956 estimate | 1957 estimate | pared with 
| 1956 


| 
Non-Aviation Reserve ee | $8,857,777 | $4,232,000 | $4,614,000 | +$382, 000 
Aviation Reserve Training | 59, 137 | 179, 000 | 246, 000 | +-67, 000 
Obligations payable from Appro- 
I i es 4, 016, 914 | 4, 411, 000 | 4, 860, 000 +449, 000 


Mr. SHepparp. All right, gentlemen, we pick up budget activity 
No. 4, “Marine Corps Reserve Training,” page 46 of your justifica- 
tion wherein I find that your actual for 1955 was $4,016,914; your 
estimate for 1955, $4,411,000; 1957 estimate $4,860,000, which reflects 
an increase of $449,000. 


NONAVIATION RESERVE TRAINING 


Mr. SuepparpD. With reference to 4—A, what is the reason for the 
increase there of $382,000? 

Colonel Lone. This is generally attributed to the increased strength 
in our drill pay units. 

Mr. SHepparD. Please insert in the record at this point the table 
reflected on page 48. 
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(Information referred to follows:) 


TaBLE 1.—Certain trends for organized Marine Corps Reserve units (nonaviation) 


! 
| uae 
siiakiciiiiass of change 
| <Average, | Avera, | from fica 
1956 | year 1956 
| ; | | to fiscal 
| year 1957 
(1) Number of personnel (nonaviation) ’ | 37, 308 | 46, 040 
(2) Training centers__- 32 | 232 | 231 | 
(a) Joint. -__- Eis —_ { 160 | 163 
(b) Federal.....--.-.--. 36 | 38 | 
(c) Commercially leased 





AVIATION RESERVE TRAINING 


Mr. Suepparp. Now with reference to project 4—B, we will insert 
the table reflected on page 51 at this point in the record. 
(Information referred to follows:) 


| | | 
| Percentage 
| Average, | Average, | Average, co. 
fiscal year | fiscal year | fiscal year | ‘T°™ 1956 
1985 | 1986 | 1087 | Ye 
| ) fiscal 
| year 1957 


| | 
Be IIR oc on nde enddbuce pas aenes 5, 861 | 8, 487 +10.0 
2. Aviation Reserve units -- : abel : 67 +42.6 


3. Aviation Reserve locations. .............------ 26 


Oe ose 


Mr. SHepparp. Last year you stated ‘All planned units have been 
activated.’”’” You showed 47 as the number of units in operation. 
Now you show 67 units in operation. What brought about the ap- 
parent major change in these plans, gentlemen? 

Major Faveur. Forty-seven units were planned for fiscal 1956. All 
planned units refers only to fiscal 1956; it was not intended to close the 
door on activating any more units in fiscal 1957. 

Mr. SHepparp. What is the ultimate objective in the procedure 
where you show this increase in field of operation? 

Major Fauaur. The 20 units planned to be activated in 1957 are 
pay drill status units with an average of 8 to 10 officers per unit. 
These officers are, generally speaking, officers of World War II and 
Korean experience and are considered very valuable officers, and we 
want to retain them in a pay drill status. We have a mobilization 
requirement for this. 

Mr. Suepparp. That is what you are striving to achieve, is it? 

Major Faucur. Yes, sir. 

Mr. Wiaateswortu. The number of personnel on page 51, 8,487, 
is that the Marine Corps personnel engaged in the training work? 

Major Faueur. Yes, sir. 

Mr. WiaeLeswortu. Does the figure represent the number of 
trainees or the personnel engaged in training? 

Major Fauveur. The figure of 8,487 refers to total number of 
officers and enlisted engaged in the aviation reserve training program. 

Mr. WiacGieswortuH. That is all, Mr. Chairman. 
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CATALOGING 


Mr. SHepparp. We pick up budget activity No. 5, cataloging, 
reflected on page 52 which we will insert in the record. 
(Information referred to follows:) 


Budget activity No. 5—Cataloging 


| Difference 

1957 com- 

|} pared with 
1956 


Project tile | 1955 actual | 1956estimate | 1957 estimate 


Cataloging $993, 196 $1, 751, 000 $1, 812, 000 | +-$61, 000 
Obligations payable from appropriated | 
| funds. 993, 196 1, 708, 000 1, 812, 000 + 104, 000 
‘ 


Mr. Suepparp. I find your actual appropriation in 1955 was 
$993,196; 1956 estimate $1,751,000; 1957 estimate of $1,812,000, 
which shows an increase of $61,000. 

General SHovup. Mr. Chairman, could I correct this record at this 
point? 

Mr. SuHepparp. Yes. 

General Snover. There is an error in there because of the failure to 
consider the revised personal services plan. 

Mr. Suepparpb. Which figure? 

General SHovur. Inthe 1956 column the figure should read $1,708,000. 
The comparative column should read plus $104,000. 

Mr. Suepparp. All right, gentlemen, give us a brief explanation of 
that increase. 

Colonel Hanpuiey. This increase is required in order to accomplish 
the scheduled conversion or change to Federal stock numbers which 
is increasing in fiscal 1957. 

Mr. SHEepparD. How rapidly are you attaining that end? 

Colonel Hanp.Ley. We are attaining the end as monitored by the 
House Committee on Government Operations (Subcommittee on 
Military Operations) the schedule presented to that subcommittee. 

Mr. SHEPPARD. How soon are you getting it done? 

Colonel HANpLEY. We are getting it done in accordance with the 
established schedule. 

Mr. Suepparp. All right. 

Mr. WiaGLesworth. What measure can you give us of the work 
in 1956 compared with the work in 1957? 

Colonel HanpLey. We expect to accomplish 35 percent in 1956 and 
42 percent in 1957 of our total items. 

Mr. WicGLeswortu. Does that finish the job? 

Colonel Hanptey. That will not finish the job. 

Mr. Wiaeteswortnh. How much is left after that? 

Colonel Hanpiey. There will be 15 percent to do in 1958. 

Mr. WicGLtesworru. The increased money is simply to secure addi- 
tional speed? 

Colonel Hanpiey. Yes, sir; to keep up with the schedule. 

Mr. Wiacieswortu. That is all, Mr. Chairman. 
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DePARTMENTAL ADMINISTRATION 


Budget activity No. 6—Departmental administration 


Difference, 

1957 com 

pared with 
1956 


Project title 1955 actual 1956 estimate | 1957 est 


6A | Personal services. $6, 057, 952 $6, 385, 000 $6, 144, 000 — $241, 000 
6B | Other expenses. ‘ 1, 471, 057 , 304, 000 1, 522, 000 +128, OOO 


Obligations payable from appro- 
priated funds | 7, 529, 009 7. 779, 000 7. 666 —113, 000 


Mr. SHepparp. We will turn over to the next requirement, reflected 
on page 54 of your justifications. 
Mr. Suepparp. I find your actual 1955 figure was $7,529,009; 


1956 your estimate was $7,779,000 and 1957, $7,666,000, reflecting 
total decrease of $113,000. 


STATUS OF ELECTRONIC DATA PROCESSING EQUIPMENT 


What is the status of vour study in the use of electronic data 
processing equipment and when do you anticipate its literal applica- 
tion to vour activities? 

Colonel Newnarr. Colonel Newhart, Director of the Administra- 
tive Division. Mr. Chairman, may I refer that question to Colonel 


Adams, the senior member of our Data Processing Board? 

Mr. SHEPPARD. Yes. 

Colonel Abams. No electronic data processing equipment is now 
in use in the Marine Corps, sir. We are conducting at the present 
time studies to determine the data requirements of the Marine Corps 
and the most economical means of obtaining those requirements. 
Our studies have progressed to the point where we have reason to 
believe that within fiscal 1956 we will be able to justify the acquisition 
of some electronic equipment. 

Mr. SuHepparpb. In other words, what you are literally doing is 
mechanizing a procedure to the degree mechanization will apply 
after you run a dry run and tests; is that right? 

Colonel Apams. It is more than that. We believe we have ample 
application for electronic computers and we believe that the use we 
put this computer to will further the study of such machines in the 
future. 

Mr. SHepparp. You are presently testing them? 

Colonel Apams. No, sir; we are not. 

Mr. SHepparp. You are merely running a survey for their applica- 
bility? 

Colonel Apams. Yes, sir. 

Mr. Suepparp. Has vour study proceeded to the degree vou can 
indicate to the committee what fields it might apply to? 

Colonel Apams. Yes, sir. It will certainly apply to the field of 
supply; it will also, in the Marine Corps, apply to the field of personnel 
accounting, fiscal accounting, and some disbursing accounting. 
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Crvin1AN EMPLOYMENT 


Mr. Suepparp. I wish you would insert in the record at this point 
a table comparable with the table that vou produced last: year and 


reflected on page 413 
Colonel Apams. 


(The 


in the hearings. Will you please supply that? 


Yes, sir. 
table referred to is as follows:) 





ome civilian a eenpreyee: by oudyet activity— Marine Corps troops and facilities 


(1) 


Total employment 


Current-year funds 
Prior year funds. -- 
Reimbursements 


I. By source of funds 


1, Training and 
tions (subtotal) - --- 


Current-year funds 
(direct) - - 

Prior-year funds-_- 

Reimbursements. 


2. Depot supply system 


(subtotal) 


Current-year funds | 


(direct) 


Prior-year funds.... 


Reimbursements. 


5, Cataloging (subtotal) -..-| 


Current-year funds 
(direct) - 


Prior-year funds... 
Reimbursements. 


. Departmental admin- 
istration (subtotal) - 


Current-year funds 
(direct) 


Prior-year funds-_-_--}--- 


Reimbursements. 
II. By ceiling control 
(a) Under own ceiling 


control 
(6) Under other ceiling 


opera- 


| Plus or minus 

| Fiscal year 1955 | Fiscal year 1956 | Fiscal year 1957| difference (bud- 

(actual) (estimated) (estimated) get year-current 
year) 


Obliga- 
tions 


Obliga- 
tions 


(9) 


| 
Man- | Man- 


years 


Obliga- 
tions 


| Man- Man-| Obliga- 


years years tions years | 
3) | @ (5) | ©) (7) =| @) 


(2) 


\14, 44 56, 554, 176 15, 837 62, 602, 405) 16, 364 64, 879, 526) +527) +-2, 277, 121 

114, 346 54, 815, 199 15, 488 61, 61 3, 524) 16, 005 63, 841, 278) +517) +-2, 227, 754 
183 890, 295 | 

315 848, 682 “+10) +49, 367 


9, 526 _+527) +3, 277, 121 


; 988, 881] 


349| 359, A 038, 248 


14, 84 a 554, 76)! 15, 


837 62, 602, 405 16, one 64, o7 





—— 


| 7, 369 27, 460, al 7, 737/29, 865, ¢ 087 8, 080 31, 453, 410) siuat 


+1, 588, 323 


26, 076, 154) 7, 504/2 
890, 295) 
494, 047| 233) 


| 
20, 236, 705 7, 830 30, 788, 184| 4.05 
| 


241) “+8 


+1, 551, 479 


628, 382 +36, 844 


665, 226) 


| 

| = 
|22, 181, 523) 6, 206) 24, 817, 892 6, 41012 25, 633, 297) +204! 
ree i | 


5, 090/24, 457, 393) 6, 20225, 260, 275) +202 
| 


| 


373, 022 


+815, 405 


|21, 826, 888 


|_ 354, 635 


901, 327 


~ 116 118 
414) 1 

+ | 
414| 1,576, 996) 


360, 499) 
1, 576, 996) 436) 1, 685, 256 


+2) 


+22 





436) 





| 
901, 327| 1, 685, 2561 


Sire 


1, 505| 6,010, 830! 1, 480] 6, 342, 430| 


} 
y | 6, 342, 430) 1, 438! 6, 107, 563 


1, 438) 6, 107, 563) 


1, 505) 6, 010, 830) 


Resthe titel: 


114, 844156, 554, 176/1 5, 837/62, 602, 405 16, 364 64, 879, 526 
caeipemaanant eee |\——____—— 


15, 542/61, 597, 045 16, 069) 63, 881, 697 
468| 1,814, 814 296; 1, 005, 360) 


| 
295) 997, 829) 
|56, 554, 176) 15, 978 602, 405) 


7| 4-2, 277,121 





54, 739, 362) +2, 284, 652 
| 
—7, 531 


+2, 277, 121 





14, 844 16, 364 64, 879, 526) +s 
|- 7 —| | 


5, 012! 19, 371, 946| 5, 685/23, 620, 679 6, 119 25, 175, 948, +434| +1, 555, 269 
| 2/37, saa te 153,38, =e 245 39, 703, 578 ees +721, 852 
| 














Mr. Wiaeieswortu. This reflects reduction in civilian personnel 
positions from 1,665 in 1955 to 1,628 in 1956, to 1,587 in 1957? 
General SHovur. That is right. 


Mr. Wiaeateswortn. I have no further questions, Mr. Chairman. 


Mr. SHepparD. Thank you very much, gentlemen. 


to see you again. 


It was pleasant 





THuRSDAY, MARcH 1, 1956. 
MILITARY PERSONNEL 


WITNESSES 


HON. ALBERT PRATT, ASSISTANT SECRETARY OF THE NAVY (PER- 
SONNEL AND RESERVE FORCES) 

VICE ADM. JAMES L. HOLLOWAY, JR., UNITED STATES NAVY, DEP- 
UTY CHIEF OF NAVAL OPERATIONS (PERSONNEL) AND CHIEF 
OF NAVAL PERSONNEL 

CAPT. CECIL G. McKINNEY, UNITED STATES NAVAL RESERVE, 
COMPTROLLER, BUREAU OF NAVAL PERSONNEL 

LT. COMDR. DONALD R. RIFE, UNITED STATES NAVY, BUDGET 
OFFICER, BUREAU OF NAVAL PERSONNEL 

CAPT. FARAR B. C. MARTIN, UNITED STATES NAVY, ASSISTANT 
CHIEF OF NAVAL PERSONNEL FOR PLANS 

HON. WILLIAM B. FRANKE, ASSISTANT SECRETARY OF THE NAVY 
(FINANCIAL MANAGEMENT) 


Mr. SHepparD. We have with us Vice Adm. J. L. Holloway, Jr., 
making his presentations for his budget request for the fiscal year of 
1957, $2,469,400,000. Do you have a prepared statement you wish 
to present, Admiral? 

Admiral Hottoway. Mr. Chairman, I would be grateful if I could 
present my prepared statement. 

Mr. SHepparD. It will be a pleasure and we will not interrupt you 


until you have completed. 


GENERAL STATEMENT OF CHIEF OF NAVAL PERSONNEL 


Admiral Hottoway. Thank you. 

Mr. Chairman and members of the committee, it is an honor and 
a privilege to again appear before you in support of the programs 
and appropriations under my jurisdiction as Chief of Naval Personnel. 

My remarks on the fiscal year 1957 appropriations and programs 
will be in the form of a general introduction to establish the scope of 
the programs, the highlights of the estimates and any pertinent 
changes therein. 
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The programs provide for the pay and related cost of the active 
Navy, the Naval Reserve and officer candidates; for recruiting and 
procurement of all naval personnel, Regular and Reserve, officer and 
enlisted; for individual training of naval personnel exc ept technical 
training for air and medical; for distribution of personnel to fleet 
and shore activities; for administration of their training, welfare, 
promotion and discipline; for selection and education of Naval 
Academy and Naval Reserve Officers’ Training Corps midshipmen 
and other officer candidates; and for conduct of a continuing personnel 
analysis program aimed at improving the selection, tient. 
training, and utilization of military manpower. These programs and 
the appropriations requested for their support conform to the overall 
plans and objectives as expressed by the witnesses who have 
preceded me. 

Three appropriations provide the funding for the multiple programs 
administered by me. These are: ‘Military personnel, Navy,” 
“Reserve personnel, Navy,” and ‘““Navy personnel general expenses.” 
The presentation of the appropriation “Reserve personnel, Navy”’ is 
in the same pattern as that used in presenting the budget to you for 
fiseal year 1956. There have been some revisions in the other two 
appropriations which I will give you in brief. 


APPROPRIATION CONTENT REVISIONS 


It is the policy of the Navy to maintain continual reviews to effect 
improved budgeting and reporting procedures, to aid in more accu- 
rately estimating requirements and to provide greater ease in the 


analysis of the estimates. 

In budget activity 1, “Pay and allowances,” within the appropria- 
tion ‘“‘Military personnel, Navy,” there is a further breakdown of the 
enlisted personnel beyond that used in prior years which shows more 
definitively soe of the specific types of personnel in this general 
classification. This will be explained more completely in discussing 
the active duty personnel plans. For greater ease in the analysis 
of all costs relating to a common item, the estimate for dislocation 
allowances (authorized by Public Law 20, 84th Cong.), payable when 
dependents are moved incident to permanent change of station of 
the military member, has been transferred from budget activity 1, 
“Pay and allowances,” to budget activity 4, ““Movements, permanent 
change of station,” within the appropriation “Military personnel, 
Navy.” 

The item for blankets and pillows formerly considered as part of the 

clothing requirements (enlisted man’s bag) and budgeted for under 
the appropriation “Military personnel, Navy’ will be organizational 
equipment beginning with July 1, 1956. In presentation of the fiscal 
vear 1957 estimates, this item is included within the estimate for 
maintenance requirements for each ship and station and is excluded 
from the estimate for the appropriation ‘Military personnel, Navy 

There are two changes i in the content of the appropriation “Nay Vv 
personnel, general expenses,”’ both of which are made to obtain greater 
ease in administration. An item of cost for the transportation of 
things formerly estimated in each budget activity is consolidated in 
budget activity 1, “Training, Navy.” This will aline the budget 
estimates with accounting reports. The other change is in the item 
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for welfare and recreation needs for prisoners confined at the three 
— retraining commands which is transfe ‘Tre d from budget activity 
, “Personnel support,” to budget activity 5, “Other personnel facili- 
po The latter budget activity is where all maintenance and opera- 
tion costs of the commands are lodged. An item included in the 
1956 estimates was the reinstatement of the battle efficiency awards 
to enlisted personnel of the active fleet, but, after passage of the 
appropriation act, this program was canceled. The estimate for this 
item was utilized to offset a portion of the cost of the civilian pay 
raise authorized subsequent to presentation of the estimates for 
fiscal year 1956. 
ACTIVE DUTY PERSONNEL 


The planned average strength for military personnel on active duty 
in fiscal year 1957 is 665,720 which is comprised of 658,464 officers 
and men on assignment to the Fleet and Shore Establishment, 3.620 
Naval Academy midshipmen, 1,773 naval aviation cadets, 1,333 officer 
candidates, and 530 aviation officer candidates on duty under instrue- 
tion. I will take a moment here to expand my earlier remarks con- 
cerning the isolation of certain types of enlisted personnel to provide 
a more definitive grouping; these are the officer candidates and avia- 
tion officer candidates. These two groups of personnel are enlisted 
personnel during the first 16 weeks of their training and then, when 
they have satisfactorily completed that phase of their training, they 
are appointed to the grade of ensign. It is administratively desirable 
to separate these particular enlisted personnel for two reasons: (a) 
The enlisted strength line of the Navy receives no returns from the 
officer candidate programs, and (6) it will permit the desired flexibility 
in acquiring officer personnel as required to supplement the primary 
sources for obtaining officers. Exclusive of the four officer candidate 
programs, the planned end strength of active duty personnel on 
June 30, 1957, is 657,000. 

It pleases me to be able to inform you that the reenlistment rate 
in the active Navy is now trending upward. Present indications are 
that we may expect the continuation of this desirable situation in 
fiscal year 1957. I consider the significant results of this trend worthy 
of mention at this time. First, the retention of trained personnel has 
the effect of providing a more efficient Navy at a lower cost; second, 
it will permit considerable improvement in the permanency of per- 
sonnel; and third, this stability in personnel assignments will provide 
a boost for service morale. Added to these tangible improvements 
there will be many intangible benefits not susceptible to ready 
identification. 

In connection with my reference to “permanency of personnel”’ I 
am mindful of the committee’s expressed concern last year that there 
is altogether too much and too frequent movement of personnel. We 
share your concern. I recognized this pressing problem long before 
becoming Chief of Naval Personnel. I assure you that we are en- 
deavoring to attain an optimum degree of permanency in the assign- 
ment of personnel, both officer and enlisted, in the Naval Establish- 
ment. Although confident that at one time or another the reasons 
and factors which determine the need for moving personnel have been 
discussed and explained, perhaps it will be helpful to recapitulate 
the ones that are most common. Basically, the reasons for reassigning 
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personnel are (a) to man the fleet and fleet-support activities in the 
continental United States and overseas, (6) to maintain the best pos- 
sible state of morale among personnel, and (c) to maintain the re- 
quired level and scope of experience and training. The factors which 
determine the necessity for movement of personnel are, of course, 
either controllable or noncontrollable. 

Controllable factors may be briefly described as (a) normal sea— 
shore rotation, (6) assignment to varied duty to increase experience 
to meet requirements of effective leadership and the responsibilities 
of higher grade or rate, (c) school training, and (d) training for special 
assignment and particular types of duty, among which are submarines, 
aircraft, underwater demolition teams, explosive ordnance disposal, 
special weapons, and guided missiles. 

Noncontrollable factors experienced are (a) changes in strength 
allowances, (6) changes in the number and types of ships and aircraft, 
(c) expansion or contraction of the Shore Establishment, (d) redeploy- 
ment of ships and air squadrons due to worldwide conditions necessitat- 
ing changes in home ports and yards, (e) humanitarian transfers to 
assist individuals in solving their personal problems, which are usually 
either financial, marital, or illness in the family, (f) retirements, resig- 
nations, and expiration of enlistments, and (q) replacements for 
personnel separated from the service. 

Broad regulations for the distribution and transfer of personnel are 
promulgated in a permanent instruction form. Supplementary regu- 
lations or instructions to meet a particular need or situation are 
issued from time to time, as appropriate. I am able personally, in 
view of the centralized controls maintained over the issuance of 
orders to officers, to administer officer moves. However, it has been 
necessary to decentralize control over the issuance of orders to enlisted 
personnel by delegating my authority in this matter to fleet, force, 
and type command and subordinate levels. Since I last appeared 
before this committee I have had developed and promulgated 
movement code system which requires reporting that will enable me 
to review the actions of the various commands in their ordering of 
enlisted personnel. There is now provided a central review of all 
movements which, I believe, will have a salutary effect on any 
unnecessary permanent change-of-station movements. 


RESERVE PERSONNEL 


During the past 2 years membership in the Naval Reserve program 
has shown a continued and gratifying increase. The personnel plans 
for the Naval Reserve provide an end strength of 165,359 in a pay 
status on June 30, 1957. The planned growth in fiscal year 1957 of 
over 5,000 has been conservatively projected giving due consideration 
to the recruiting problems and attrition trends. Personnel released 
from active service with an obligation of 4 years to serve under the 
provisions of the Universal Military Training and Service Act will 
continue to furnish a source from which to draw desirable member- 
ships. It is further anticipated that the Reserve Forces Act of 1955, 
which provides for draft-age youths to join the Reserve for 6 years 
and fulfill a limited obligation of training duty and active duty, will 
increase membership. 

The Reserve officer candidate programs provide for 6,290 Naval 
Reserve Officers’ Training Corps regular students and 7,754 contract 
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students, and 700 Reserve officer candidates. These programs provide 
a source for the continuing need for newly commissioned officers for 
career or short-term service with the Regular Navy, the Marine Corps, 
and their components. 


PROCUREMENT AND RECRUITING 


As you know, fiscal year 1956 has been an especially difficult year 
in the recruiting area due to abnormal losses through expiration of 
enlistments 4 years after the big expansion for Korea. It has been a 
mammoth job to reprogram w ithin the total availability of the appro- 
priation “‘Navy personnel, general expenses” to build up the facilities 
to accomplish the required accelerated and all-out recruiting effort 
essential to us. I directed, after considerable planning, and after 
exploration of all other avenues of assistance, the deferment of certain 
maintenance repair and the postponement of procurement of training 
aids and materials. I deplore this action, but the recruiting problem 
was acritical one. Through our combined efforts the rec ruiting service 
has been expanded to meet the challenge, efficiently and economically, 
and, I might add, successfully. 

I might interpolate that in directing this, I did so with the con- 
currence and the support of the Secretary of the Navy and in particu- 
lar his alter ego in such matters, Secretary Franke, who is here with 
us this afternoon. 

The Navy will again in fiscal year 1957 maintain the strength of its 
force primarily by means of voluntary 4-year enlistments. The re- 
cruiting organization established for this purpose is deployed so as to 
reach every part of the Nation. In addition to recruiting enlisted 
members of both the Regular and Reserve Navy, this organization 
obtains officers by direct commissions into the Navy and Naval Re- 
serve, enlists candidates for officer candidate schools, assists in recruit- 
ing naval aviation cadets, and processes applicants for the Naval 
Reserve Officers’ Training Corps. The members of the recruiting 
organization also must be available as the only naval personnel in most 
locations to act in a liaison capacity with dependents of service per- 
sonnel, to assist transient personnel, and otherwise to act as local 
representatives of the Navy. 

The required input of military personnel to maintain the approved, 
planned military personnel strength of the Navy for fiscal year 1957 
is less than for 1956. However, it is antic ipated that the low selective- 
service quotas and the inc reased competition with private industry 
in the manpower field will continue to produce a continued reticence 
on the part of young men to volunteer for military service. This 
requires an ever-alert and supremely vigorous recruiting service to 
provide the manpower requirements of the Regular Navy and the 
Naval Reserve. It will be necessary to maintain a highly specialized 
recruiting organization comparable to that reached in fiscal year 1956. 
The increased emphasis on the use of guided missiles, advanced 
underseas weapons, special weapons, and nuclear propulsion systems 
demands highly skilled and proficient naval personnel. The main 
effort of the recuiting service will be directed toward the selection of 
young men of the mental and educational caliber required to qualify 
for training in these advanced areas of naval activity. Experience 
has proved that to obtain greater numbers of enlistees in the higher 
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mental groups the recruiting effort must be increased since the 
reticence to voluntarily participate in peacetime military service 
would appear more pronounced in these groups. The prospects in 
private industry have great appeal to young men of this type. 

The estimates do not anticipate augmenting the physical facilities 
currently maintained for procurement and recruitment of personnel 
beyond providing, as circumstances dictate, branch stations, and 
mobile units. 

The recruiting media in fiscal vear 1957 will be designed to acquaint 
the prospective enlistees and their families with the opportunities 
and desirabilitv of a naval career. An important factor taken into 
consideration in planning the recruiting media program is the need 
to attract more applicants in the upper mental brackets. A much 
ereater number of higher mental level prospects must be reached 
through advertising and other media and induced to enlist to preclude 
the operating efficiency of the Navy from suffering serious handicap 
through forced assignment of personnel who are incapable of being 
trained to skillfully perform specialized functions. 


TRAINING 


Training is one of the largest of the many programs encompassed 
in the mission of the Chief of Naval Personnel. Over 60 percent 
of the total funds appropriated under ‘‘Navy personnel, general 
expenses” is utilized for training and education. This function be- 
comes of paramount importance to the success of the Navy in carrying 
out its responsibility to the citizens of the United States. 

Training conducted by the Chief of Naval Personnel includes all 
basic, technical, and specialized functional instruction of officers and 
enlisted personnel of the Regular Navy and the Naval Reserve, 
except in the aviation and medical fields. Training and education 
also is provided for officer candidates to qualify them as capable junior 
officers for career, and for short-term service, in the Navy and Marine 
Corps and their reserve components. To the greatest extent feasible, 
the opportunity to participate in these courses is open to members 
of all services in order to preclude duplication of effort. 

More specifically, the instruction relates to the operation and 
maintenance of technical equipment of the latest design and special 
equipment required in the conduct of nuclear warfare. By category, 
the training performed includes guided missiles, nuclear weapons, 
undersea strategy, air defense, and radiological defense. Postgrad- 
uate instruction in technical, management, command, and staff 
areas is provided, and junior officers are trained in specialities such 
as aerology, intelligence, gunnery, and supply functions. The em- 
phasis placed on each phase of training is determined by the immediate 
and potential needs of the active Navy. The current plans are to 
give priority to training which makes a more completely trained 
technician, that is, one who can both operate and maintain equip- 
ment. This requires modern training aids, publications, and tech- 
niques designed to produce a technically qualified officer or enlisted 
man in the shortest possible time. It will be necessary to continue 
training at a high level during fiscal year 1957 in order to replace 
personnel lost by termination of enlistments and to keep training in 
pace with technological, tactical, and scientific advances. 
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FACILITIES AND ESTABLISHMENTS 


The number of facilities and establishments to be maintained in 
fiscal year 1957 will be approximately the same as those maintained 
in 1956. It is anticipated that they will be utilized to designed capa- 
city in order to continue to accommodate the recruiting and training 
loads. The level of operations will be approximately that of fiscal 
year 1956. 

In fiscal year 1955 and-again in 1956 when I appeared before you in 
support of the budget estimates I discussed at some length the re- 
curring problem of providing a program of balanced, effective main- 
tenance of the physical plant. The fiscal vear 1956 program was 
greatly reduced from what originally planned, due to necessity for 
providing additional requirements for the buildup of the recruiting 
service, the wage-board increases, and other essential items not an- 
ticipated in the preparation of the estimate. The amount provided 
in the 1957 estimates is only slightly greater than that allocated for 
the 1956 operations. This provides a very modest program, espe- 
cially since it includes a significant item for furnishings for the Cape- 
hart housing units at the naval training anew Great Lakes, Ill., 
which will be available for occupancy in fiscal year 1957. The over- 
all maintenance and operation programs for 1957 are geared to pro- 
viding the greatest economy in operations without detriment to the 
physical plant. 

WELFARE AND RECREATION 


The welfare and recreation programs are designed to provide the 
minimum requirements to which the general public, and particularly 
parents having sons and daughters in the Navy, consider naval per- 
sonnel to be entitled for morale purposes. 

Specifically, the programs consist of the Chaplain Corps to dis- 
charge the responsibility of the Navy to protect, encourage, and direct 
personnel of the Navy and Marine Corps in the realization and develop- 
ment of moral and spiritual values consistent with the religious beliefs 
of the individual concerned; provision of adequate schooling for de- 
pendent children of military personnel stationed outside continental 
United States; a motion-picture service for the fleet and remote areas 
outside continental United States; a library service; preparation of 
naval personnel for participation’ in the Olympic games and other 
international games; and awarding of medals, decorations, and com- 
mendations in rec ognition of acts or services of distinction above and 
beyond those normally expected. Additional expenditures for these 
programs and many other similar projects will be met through the 
use of nonappropriated funds derived from the profits made possible 
by naval personnel patronage of the Navy’s resale activities. In past 
years the leasing of motion-picture films for the fleet has been financed 
mostly from the nonappropriated moneys of the central recreation 
fund. The source of revenue for this fund has become very limited 
during the past few years. Therefore, the continued diversion of 
funds to items wilh may properly be financed from appropriated 
moneys restricts the use of the funds available for the primary mission 
of the central recreation fund, which is to provide emergency assist- 
ance to field activities and interim recreational facilities pending com- 
pletion of permanent facilities. In fiscal vear 1957 the estimate for 
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the requirement for the motion-picture program is based on obtaining 
approximately two-thirds of its financing from appropriated funds. 
It is considered that the use of appropriated funds for the financing 
of the fleet motion-picture program is a proper use of such funds and 
represents a moral responsibility of the Department to request such 
financing. 

OBLIGATIONAL DATA 


The obligational authority requested for the three appropriations 
totals approximately $2,648 million. This total is distributed as 
follows: $2,469 million for ‘Military personnel, Navy’’; $95 million 
for ‘Reserve personnel, Navy’’; and $83.5 million for ‘““Navy person- 
nel, general expenses.”” The comparison of this request with prior- 
year requirements, and the obligational and expenditure trends will be 
presented in whatever detail vou desire by appropriate members of my 
staff, and by me, as the pertinent appropriation is discussed. The 
unobligated balances of the 1955 accounts that will be furnished you 
agree with those certified under section 1311, 68 Statute 800. 


SUMMARY 


I have attempted only to outline our general plans and policies for 
the coming fiscal year. My staff and I will be pleased to have the 
privilege of providing the details of the planned financing and pro- 
graming of all of our requirements as each area of the estimates is 
discussed. 

In closing, may I assure you that we have striven earnestly toward 
obtaining the objectives of my assigned mission with the greatest 
degree of economy. 

And, finally, I am impelled to stress the need for continuing vigorous 
recruiting and training programs to obtain personnel, and maintain the 
Navy and its Reserve components at the approved level of personnel 
strength and readiness, with the optimum degree of flexibility. 

I thank you, Mr. Chairman, for your patience in listening to my 
general statement. 

Mr. Suepparp. You have presented to the committee a very 
intelligently composed presentation and definitely understandable. 

I have a few questions I would like to ask as a matter of clarification. 


TRANSFER OF FUNDS 


On page 3, you refer to the transfer of funds for blankets and pillows 
from the appropriation ‘‘Military personnel, Navy,’ to each ship and 
station. What was the reason for this transfer and how do the esti- 
mates for these items in fiscal year 1957 compare with those of fiscal 
year 1956? 

Captain McKinney. That decision, Mr. Chairman, was made back 
in 1952 by the Comptroller of the Navy and the funds will now be 
supplied through the various maintenance and operating appropria- 
tions. We do not have the total of those funds. We know only 
roughly what would be in our own appropriation NPGE. In that 
particular case there will be a very small amount. We do not have 
that set out separately, because they will start out at the beginning 
of the year rather well supplied with this equipment, since we will 
take over at that time from the personnel who have the material in 
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their possession which they will no longer take with them, but leave 
at their station. 

Mr. Surprarp. Can you give me a comparison between 1957 and 
1956? 

Captain McKinney. No sir; but I would be pleased to get the 
figure for you. 

Mr. SuHepparpb. Provide that in the record, please. 

(The information requested is as follows:) 


Since blankets and pillows are now provided in all- appropriations which include 
maintenance and operation funds, the stock fund usage data is the most accurate 
forecast of consumption data. The expected usage, Navy-wide, is as follows: 


! 
Fiscal year Fiscal year 
1956 957 
| 


Blankets. a, , .....| $2,732,000 | $4, 676, 000 
Pillows_. -- ssabces ssseus- ve is 141, 606 204, 800 


BATTLE EFFICIENCY AWARDS 


Mr. SHepparp. Also I notice reflected on page 3 of your statement 
you point out the fact that the reinstatement of the awards to enlisted 
personnel of the active fleet was funded in fiscal year 1956, but was 
canceled after the passage of the Appropriation Act. 

Why was this done and what are your plans for these awards in 
the future? 

Admiral Hotioway. | will answer that to the best of my ability 
and supplement that for the record if proven necessary. That, in 
any event, is a decision of the Chief of Naval Operations on those 
awards. The exact circumstances under which that decision was 
made and the refining I will have to develop for the chairman. 

Mr. Suerparp. I wish you would do it, and to whatever degree 
those funds were shifted to another purpose within that framework, 
I want an answer on the record of what that money was applied for. 

Admiral Ho.titoway. Yes, sir. 

(The information requested follows:) 


Tuis Is Directive CANCELLING THE PLANS FOR REINSTITUTING PAYMENT OF 
PrizE MONEY 
May 31, 1955. 

From: Chief of Naval Operations 
To: Chief of Naval Personnel. 
Subject: Prize money; cancellation of plans for reinstituting payment of. 
Reference: (a) CNO letter series 833P34 of August 4, 1954 

(b) CNO letter series 432P34 of April 26, 1954 

(c) CNO letter series 154P34 of February 11, 1955 (received Febru- 

ary 15, 1955; to B4) 
(d) CNO letter series 392P34 of April 22, 1955 


1. Reference (a) expressed the desire of the Chief of Naval Operations that the 
fiscal year 1956 budget of the Bureau of Naval Personnel include funds to provide 
for payment of prize money to enlisted personnel of ships and aireraft squadrons 
awarded the Battle Efficiency Pennant by the Chief of Naval Operations for 
performance in intratype competition during that year. References (b) and (c) 
contained estimates of requirements for Navy E’s to be provided each man 
awarded prize money for fiscal year 1956, and reference (d) forwarded the require- 
ments for Navy E’s for fiscal year 1957. 

2. Continued heavy operational commitments of the fleets and instability of 
the personnel situation have dictated a decision to postpone the resumption of 
the award of prize money and Navy E’s for fleet intratype competition. Refer- 
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ences (a), (b), (c), and (d) are hereby cancelled, and it is not desired that budgetary 
provision for prize money in fiscal year 1957 be made. 
By direction, 


W. G. ScHINDLER. 
Funds for the Battle Efficiency Awards were applied to the pay raise (Public 
Law 94) for classified employees. 


REPORT ON PERMANENT CHANGE OF STATION MOVEMENTS 


Mr. SHEPPARD. On page 7 you state: 


I have had developed and promulgated a movement code system which re- 
quires reporting that will enable me to review the actions of the various com- 
mand in their ordering of enlisted personnel. 

What success have you had with this system in permanent change of 
station movements? In other words, just what has occurred here as 
a result of that change? 

Admiral Hottoway. Of course that is a long range project and with- 
in the past 2 weeks the first complete report was presented to me. 
It was a very useful one. I have a copy of the first report which I will 
gladly furnish to the committee. 

Of course the first thing we were aware of, but which we confirmed 
by means of this reporting code, is that the major source of permanent 
change of station was derived from the expiration of enlistments, the 
discharge of personnel to their homes and the bringing on board of 
new personnel, their training and their deployment to the operating 
forces. That accounts roughly for 75 percent of the overall. 

The various other categories, as pointed out in my general state- 
ment, indicate they are for seashore rotation, for bringing people in 
from the fleet to the schools and sending them back again. 

I will place the first report on that system in the hands of com- 
mittee counsel and make it available to you. 

Mr. SHEPPARD. I would assume from my interpretation of the pro- 
cedure and from what you have explained about it, that this will 
give you a much firmer control of the total functions that fall within 
that operation; will it not? 

Admiral Hottoway. It will, indeed, sir, and it will immediately 
point out to me any areas, let us say, of abuse or maladministration 
and we really hope to get a great deal out of this. And in generating 
this plan and placing it in effect, I would say it derives from the 
guidance of this committee and the questioning of this committee. 


EFFECT OF RESERVE FORCES ACT, 1955, ON NAVAL RESERVE 


Mr. Suepparp. I would appreciate it if you would discuss more 
fully the effect of the Reserve Forces Act of 1955 on your Naval 
Reserve program, and your operations under that act, especially as 
it pertains to the 6 months’ program. 

Admiral Hottoway. I will ask a member of my staff, if I may, to 
present that in general terms and be ready to answer any questions 
which may come up. 

Captain Martin. Mr. Chairman, when the Armed Forces Reserve 
Act was passed, the Navy looked over the various programs offered 
by it and decided they would utilize, to start off with, one of the provi- 
sions of the act of 1955. That was the one which required a 6-year 
obligation, 2 years of which would be on active duty. And, of course, 
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upon release from active duty, they would have a remaining obligation 
of 4 years 

This program will generate the total number of personnel to build 
up to the estimates of what we will require in the Ready Reserve by 
1960, which is the plan. 

With regard to the 6 months’ program, the Navy is studying the 
use of that, as to whether or not we feel that we do need it. We are 
continually having that under study and at the present time we are 
considering the possibility of implementing it in a minor measure in 
certain areas where it appears it may be of use to us. 

Mr. SHepparp. Is the Reserve program working out reasonably 
well? 

Admiral Hottoway. I would say in general that the part of 
which the Navy is implementing—certain parts of it are permissive 
is proving to be an adequate framework within which we can develop 
the Reserve. 

PROMOTIONS IN NAVAL 





RESERVE 













Mr. Suepparp. There has been some discussion emanating from 
my colleagues from time to time with reference to the Reserve program 
and their concept of deviation from the promotional aspect within 
the Reserve against that of the Regular Navy. Would you care to 
make any comment about that? 

Admiral HotLtoway. Deviation in the promotional aspect? 

Mr. Suepparp. That is right. I am not typifying it as a com- 
plaint; I do not think that would be quite fair. I would say it is in 
something of a spirit of inquiry more than anything else. 

Admiral Hottoway. It is very interesting that you should ask me 
that; because this morning we had a weekly presentation, one of a 
series by various echelons of the Bureau to the whole Bureau, so that 
we break down the compartmentation between echelons, and this 
was one of the major presentations—our promotion plans of both 
Regular and Reserve personnel. I will only generalize, because it is a 
very complex and intricate procedure. But, in general, the promotion 
programs of the Navy’s Reserve officers—I am taking officers right 
now—is generous. It is less stringent, let us say, in its criteria for 
promotion than it is for the regulars, as it should be: because the regu- 
lar is professional, full time. 

It is designed to parallel the regular flow with the basic historic 
concept which the Navy has of the running-mate system. In other 
words, people who entered the service at the same time flow together 
unless they are passed over a couple of times and not being selected. 
So that I would make this general statement, that there is no invidious 
comparison possible, in my opinion, between Reserve promotion and 
Regular promotion, and the Navy Reserves, I believe, would be the 
first to say that. And we are very proud of our Reserves. 

The best answer to it is that when we were, not in extremis, but 
really had to go all-out in recruiting this year, the people who vol- 
untarily came to our help were the Reserves as a whole, both active 
and inactive. And I think there is no room, so far as the Navy is 
concerned—I can only speak for it—for any charge of invidious 
comparison. 

Mr. SuepparD. Well, it has not been presented to me upon that 
premise, but I am going to present a hypothetical question at this 
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point. Assuming that the Navy had 100,000 men, there would be a 
certain percentage of promotions flow from the total figure involved; 
would there not? 

Admiral Hottoway. Yes, sir. 

Mr. SHeprarp. Now taking the total number in the Navy in its 
Regular system and its established percentage, what is the comparable 
percentage that would apply for an equal number in the Reserve? 

Admiral Hottoway. That is a very pertinent point. I will make a 
general comparison rather than exact. But it is perfectly under- 
standable, I believe by all of us, that there will be a higher percentage 
in the regulars, in our study and analysis, that we want to provide 
promotion to a higher grade for than in the Reserve, for the simple 
reason that the regular is a full-time man, and the percentage of 
Reserves who are part time or who become inactive, who are ready 
and will be useful to us in the higher grades, is much smaller than in 
the regular stream of promotion. 

For example, when we promote—and we do promote a great number 
of Reserve officers to the grade of commander and captain, and a 
considerable number to flag rank—I would not say in general that we 
are promoting them with the thought they will command Forrestals 
and large carriers, or fast battleships or big cruisers, or destroyer 
squadrons in the same way that the regular will; but they are men of 
great ability who will make great contributions—this limited number 
who have kept up their interest in the Reserve and have some special- 
ized gift they can vouschafe to the Navy; but, frankly, not in the same 
percentage in the overall into the higher grade that we bring up in the 
Regular Navy. 

I remember roughly, and this will be subject to check, Captain 
Martin was with me this morning when we had this comparison—it 
seems to me it would be about 7 percent Reserve against 14 percent 
Regular Navy. Is that right, or have I the wrong criteria? 

Japtain Martin. I think that is wrong. 

Admiral HoLttoway. But the percentages are lower and I can de- 
velop that and introduce it into the record. 

Mr. SHepparp. [ wish you would when the record comes to you, 
because I think Members of the House will quite interested in the 
development of that issue. 

Admiral Hotitoway. All right, sir. 

(The information requested follows: ) 

The active grade distribution of officers as contained in the Officer Personnel Act 
of 1947, as amended, approximates 6 percent of the active-duty strength in the 
grade of captain, 12 percent in the grade of commander, and 18 percent in the 
grade of lieutenant commander. The inactive-grade distribution of officers as 
contained in Reserve Officer Personnel Act of 1955 allows 1.5, 7, and 22 percent 
of the active-status list in the same respective grades. 

The selection opportunity afforded the active-duty Regulars and Reserves this 
year (no separate percentages are given to these 2 groups) to the grade of captain 
was 79 percent, to commander 80 percent, and to lieutenant commander 90 percent 
of the numbers in each promotion zone. For the inactive-duty Reserve officers the 
selection opportunities afforded were: to captain 55 percent, to commander 55 


percent, and to lieutenant commander 75 percent of the numbers of eligibles in 
each promotion zone. 
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TRANSFER OF RESERVE OFFICERS TO REGULAR NAVY 


Mr. Suepparpb. Now what was the past year’s experience and what 
has been evidenced wherein those in the Reserve category are apply- 
ing for Regular Navy duties as such? Has that increased, remained 
in status quo, or decreased? 

Admiral Hotitoway. I will introduce the exact data for the record; 
but I would like to speak to that in general terms now at the policy 
level. 

(The information requested follows.) 


AUGMENTATION PROGRAM 


This program permits Reserve officers from all sources to transfer to the Regular 
Navy in the grades of lieutenant and junior. 
Numbers transferred: 
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Last year we had an augmentation of over 1,000 reserve officers 
into the Regular Navy and a great many of those officers reverted 
a full grade to accept regular commissions, because we set the criteria 
to avoid the humps. In other words, we would not add to the number 
of commanders and lieutenant commanders in the Regular Navy who 
might possibly be squeezed and attrited as they go up, go through 
the horn of promotion into a higher grade. We did not wish to do it, 
but we did want to add to certain groups where there were hollows in 
our strength, and a great many of those Reserve officers went back 
a full grade in order to accept commissions. 

As you know, the Navy is the only Service that has today on the 
books a sound augmentation law which was extended last year in the 
House. The Senate extended it only for 2 years in order to let the 
other departments come along with a similar piece of legislation. 

So I would say the return to the Navy in appropriate grades of 
Reserve officers going into the Regular Navy is good. It is something 
that, as you know, will vary with the economic condition of the 
country to a certain extent. 


DRAFTEES 


Mr. SHepparp. What is the present status insofar as your being 
involved in accepting draftees? 

Admiral Hottoway. The present status in the Navy in calling on 
the Selective Service—and I initiated that, and take full responsibility 
for initiating it—in calling on the Selective Service for selectees, as 
we call them, is that initially I thought my trends showed I would 
need almost 56,000 selectees this last fiscal year. The Secretary 
approved my recommendation and we went to Selective Service for 
the first call in November. We got 10,000. We made our second 
call in December; our third and last call will be made in March and, 
instead of 56,000, we will take a total of only some 28,000. 

I would also say they are wonderful young men in general. The 
main thing about it is that 2 years is not as economical nor is it of as 
great proficiency from the point of view of stability as the 4-year 
man; but they are a little older than volunteers. There is a very 
high percentage of college and high-school men. They have adapted 
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themselves beautifully with a fine order of enthusiasm and discipline 
as they have gone through the training centers and, although we do 
not expect to use Selective Service next year because of 4 years versus 
2 years, it has been a great asset to us and has pointed out to the 
Navy as a whole that we must give the leadership and the attention 
in the operating forces that will bring about a higher percentage of 
reenlistments, so that we do not have as great a number of annual 
recruit replacements imposed upon us. 

I would say in general that the return from Selective Service, its 
total impact, has been good. 

Mr. Suepparp. That is rather refreshing, because I think it was 
in the minds of a considerable number of people that you are going 
into the draftee operation and it is not going to lend itself to the 
standard that had been established by Navy’s previous operations 
in the field of receiving recruits. 

Admiral Hottoway. May I interpolate again at this point? The 
interesting thing to me—and I have lived with this just as close as I 
could be with it—is that we have been able to recruit at above our 
estimates for volunteers at the same time we were taking Selective 
Service. 

(Discussion off the record.) 


RECRUITING 


Mr. SuHepparp. On page 9 of your statement you point out that 
the main effort of your recruiting will be toward the selecting of 


young men of the proper mental and educational caliber. What 
success have you had in this field? 

Admiral Hottoway. If I may speak to that, that is another matter 
that is very close to my heart and over the last year the Navy has 
gone above—in order to get the number of volunteers which we needed, 
4-year men, we have gone above the 27 percent which is the national 
profile of the so-called category 4, the lower mentality group. And 
this year, as we progress, because we have developed a recruiting 
service where w2 have a great deal of honest publicity, of honest sup- 
port from veterans’ organizations, and so forth, we have done well 
with our recruiting and I have continued to reduce the quota of cate- 
gory 4 personnel that I permit my recruiting service to send in to 
us. The first step was originally put in at 27 percent; the next step 
was to make it 20, so as to lower the flow from category 4, so that we 
have a bottom as to acceptability, and the next step we will go down 
to a lower limit, which the Secretary of Defense allows us, i. e., 18 
percent. 

So that I hope by the last part of this year, plus the fiscal year 1957, 
to produce an average quality of intelligence which will be so good 
in 1957 as to compensate, on the average, for the greater proportion 
of category 4 I accepted in 1956. This would represent to me the 
optimum. 

Mr. Suepparp. What steps, if any, are you taking to orientate 
your training so as to equip the type of personnel you are getting 
through your recruitment program to become completely trained 
technicians so they can both operate and maintain equipment? 

Admiral Hottoway. We are continuing what I say is a historic 
effort in that regard. The Navy is unique of all the services. We 
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do not have in general, in our basic concept, which is the ship-—that 
is the fundamental unit of the Navy-—-we do not have such a thing 
as support personnel. Every man in the Navy is combat personnel. 
He may be a cook; he may be a yeoman; he may be a radar technician 
who repairs the radar, a boilerman who repairs a boiler, but when 
general quarters sounds he takes his battle station and is combat 
personnel. We have not sufficient berthing space on the ship—this 
is our fundamental concept—and if it is a piece of radar equipment, 
say a “sugar george,’’ we cannot have one man just to take care of 
that and one man just to operate it. They have to do both. It 
would take more men than we could crowd into the ship and berth 
and feed on the ship. So in translating from wartime, let us say, 
where we overcrowded our ships definitely and were getting people 
so rapidly that we gave them very specialized and limited training, | 
am trying to move back steadily towards the career-expert concept 
where they not only maintain the equipment, but also operate it; or, 
to put it the other way, where they not only operate it, but maintain it. 

That means in peacetime we do not have to crowd our ships so 
much. It is infinitely more economical to the Government and the 
Navy in space, men, and money, and that is the general philosophy 
I intended to convey in my remarks. 

This, in detail, can be shown by Admiral Yeager, my Assistant 
Chief for Training, in his curriculum that the sonarman not only 
operates the sonar on the submarine, but learns to repair it as well. 

Mr. SHepparp. On page 12 of your statement, you point out that 
the fiscal year 1956 program for maintenance and operation of facil- 
ities was greatly reduced from that originally planned. My ques- 
tion is how does your 1957 program compare (1) to the actual 1956 
program and (2) to the 1956 program presented to the Congress? 

Commander Rirz. We bad $600,000 more in the 1956 budget than 
we had in the 1957 budget in all categories and we reduced the pro- 
gram approximately $2 million in 1956 between the budgeted amount 
and the amount we operated under. 


WELFARE AND RECREATION PROGRAMS 


Mr. Suepparp. On page 13, you state that nonappropriated funds 
were used to meet certain welfare and recreation programs. Would 
you please give the committee some idea of the comparison between 
the expenditure of appropriated and nonappropriated funds for these 
programs? 

Admiral Hotuioway. If I may just briefly give a general overview 
and then ask the Comptroller staff to go into more detail. The 
central recreation fund was developed immediately after the war, at 
the conclusion of the war, by funds that flowed in from activities going 
out of commission, discontinued, and so forth. There is no more 
flow into it of substantial quantity. 

Now the war is over for some 10 or 11 years and I have been using 
the central recreation fund in exactly the manner which I point out 
here, to take care of emergency requirements. For instance, if there 
is a swimming pool that, due to the processing required through the 
various Government echelons, is delayed, I grant to Skiffes Creek or 
Oceana, and they build recreation facilities nght out of welfare funds, 
and although I think it is something which is properly chargeable to 
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appropriated funds, still I think we are morally bound to move in 
with nonappropriated funds and give the money for the swimming 
pool and get it going, because we have to look after our people. 

Now as to the central recreation fund, as that goes down, as the war- 
time accumulation goes down, I have to look more and more to ap- 
propriated funds to carry things like fleet movies, swimming pools, 
recreation facilities in general. 

Now may | ask Captain McKinney if he will give the details that 
will further answer the chairman’s question? 

Mr. SHeprarp. Am I right in this assumption, that during the war 
activities it would appear to me somewhat obvious that the magnitude 
of the business done in that general function was considerably greater 
than it is under that function as of today? 

Admiral Hottoway. There is no doubt about that. 

Mr. Suerparp. So that while you had perhaps a very splendid 
income emanating out of that total, you are now finding a decrease 
in that part of the business and you have come to the point where you 
have to go into your capital. 

Admiral Hottoway. That is a very fair and accurate statement of 
the situation. 

Now relative to the amount, I think the Comptroller of the Bureau 
can probably give you that. 

Captain McKinney. At the present time we are beginning to go 
into our capital, as you expressed it. About a year ago, in 1955, we 
received a windfall from the closing out of the Navy Exchange, Tokyo, 
which brought us in quite a bit of money and brought up our capital. 
That has now been dissipated and we are going into it at such a rate 
that in 4 or 5 years, if we continue at our present rate of expenditures, 
we will exhaust that capital. 

Mr. SHepparp. Let me ask you something here that presents a 
question at the moment. As far as I know, there has never been 
literally a sharp line of demarcation drawn in the recreational field, 
whether appropriated or nonappropriated funds would be used in a 
direct investment that would be beneficial to the operations of the 
Navy, has never been legislatively established. If it does, will you 
kindly tell me? 

Admiral Hottoway. I think you are absolutely right, that there 
has not been and is no statutory division; I do not think there is 
even any firm administrative division. I am subject to correction 
by my distinguished seniors and my distinguished Secretary on my 
right. The point is, however, that we have become concerned—I 
have as Chief of Naval Personnel—about the appropriations of the 
material bureaus for facilities without paralleling them with facilities 
for the people who must live there. And with the support of the 
Secretary of the Navy and all of the Assistant Secretaries, we have 
recognized to a greater extent last year than ever before, in our 
facility planning, the need for personnel recreation and basic living 
facilities to parallel operational facilities. 

Mr. Suepparp. I would like to address this question to Secretary 
Franke. Do not you think at this time, Mr. Secretary, that it might 
be advisable if some studies were to be directed to this field? I will 
tell you why I am making this suggestion to you for your consider- 
ation. 
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Knowing the membership of this House as I think I do, the minute 
we start into direct appropriations for recreation facilities, obviously 
there is going to emanate from those Members a lot of questions 
how far do-we go; when will this thing end, and what does it mean 
in total. I think I can foresee that. In my opinion it might be well 
and good if the Navy would establish within its own functions a pretty 
healthy “looksee” at this situation in line with trying to generate a 
line of demarcation so that, when appropriations come up, they will 
then fall in a proper position in the budget requirement. I think 
that eventually might be very worthwhile, and I am making the 
suggestion for your consideration. 

Mr. Franke. | might say I share your thought that a study should 
be made, and for the last 2 months I have been having a group make 
such a study to try to get some kind of firm opinion as to where we 
shall draw the line between the two, or perhaps what sort of legisla- 
tion may be needed in this area. 

Mr. SHepparp. If you are already concerned with it to the degree 
you say, my suggestion is superfluous. 

Mr. Franke. I am glad you made the suggestion. 

Mr. SHEPPARD. | am very interested in the program, and I am sure 
my colleagues are. When you arrive at some determination emanat- 
ing from the survey you are making, I will be glad to know what it 
is; because to me it is going to present a problem. 


Monpay, Maren 5, 1956. 


Mr. Suepparp. Mr. Andrews, do you have any inquiries into the 
statement made by Admiral Holloway, Chief of the Bureau of Per- 
sonnel? 

Mr. AnNDrEws. No, sir. 

Mr. SHepparp. Mr. Wigglesworth, any questions upon this gentle- 
man’s statement? 

Mr. Wiaaieswortn. I think you have covered the situation pretty 
fully, Mr. Chairman. I have just 1 or 2 minor questions. 


JOINT TRAINING 


On page 10 of your opening statement, Admiral, you state, re- 
ferring to training, that— 
to the greatest extent feasible the opportunity to participate in these courses is 
open to members of all the Services in order to preclude duplication of effort. 

Would you elaborate on that a little and give us some idea of the 
extent to which this is in effect? 

Admiral Hotioway. It is not what you might say extremely wide- 
spread, Mr. Wigglesworth, but in new fields such as guided missiles in 
particular there is a great deal of joint effort and I believe one of the 
principal areas, for example, is underwater training teams, where the 
joint operational technique will indicate the necessity and feasibility 
of joint training. Bomb disposal is another area that is highly spe- 
cialized and where joint training is at once profitable and effective. 

Mr. Wiaeieswortu. Well, in the light of experience, is this joint 
training feasible in your opinion on an expanded basis? 
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Admiral Hottoway. It is quite feasible and the way we are doing it 
at present represents a good return to the services and the Government. 


RECEIPTS TO RECREATION FUND FROM RESALE ACTIVITIES 


Mr. WiacieswortH. On page 13 of your statement you refer to 
additional expenditure for certain programs, that is for— 

A motion-picture service for the fleet and remote areas outside con- 
tinental United States; a library service; preparation of naval per- 
sonnel for participation in the Olympic Games and other international 
games; and awarding of medals, decorations and commendations in 
recognition of acts or services of distinction above and beyond those 
normally expected. You state that additional expenditures for these 
programs and many other similar projects will be met through the use 
of nonappropriated funds derived from the profits made possible by 
naval personnel patronage of the Navy’s resale activities. 

Just what do those resale activities include? 

Admiral Hottoway. That is primarily, Mr. Wigglesworth, what 
we called in the older days, ship’s service stores and now the Navy 
exchanges. The profits and the prices in those activities are care- 
fully regulated at Secretarial level subject, of course, to the staffing 
support of the Bureau of Personnel and Bureau of Supplies and 
Accounts, a very careful regulation as to how much money and profit 
can be retained for local welfare purposes and a certain amount is 
made available to the central recreation fund; a very limited amount, 
I might say. 

For instance, there are needs where a swimming pool should be 
built by appropriated funds, but rather than wait the 18 months that 
might conceivably be involved in getting it processed—not through 
Congress, I should add, but through various administrative echelons 
of Government—I go ahead and give the money to the activity and 
build the pool out of recreational funds. It is a typical example, it 
happens quite frequently. 

Mr. WieGueswortn. Are these funds distinct from the central 
recreation fund? 

Admiral Hottoway. The central recreation fund is only, you might 
say, an ultimate disposal of a small amount of those profits to be 
held by the Chief of Naval Personnel under regulations established 
by the Secretary which are available for emergency dispensation 
and for use when starting a new activity. Say there is an emergency 
and we have to open an airfield that has been out of commission, we 
have to open any sort of ship repair activity that has been out of 
commission, even a new ship that is built and placed in commission 
is assisted in its library and recreational equipment out of this fund. 

Mr. WiaGLeswortH. But the source of the fund is resale activities? 

Admiral Hotioway. It is just about the only source and that is 
quite limited at this time. We had a little windfall last year from 
the closing of the ship’s store at Tokyo. When that was closed we 
had a windfall and that went into the central recreation fund. It was 
originally created in great substance right after the war where we 
closed out stores on all islands in the Pacific and all profits and inven- 
tory values were placed in the central recreation fund. We have 
been living on our fat pretty much in that regard for the past decade. 

Mr. WicGLeswortH. Do you have a rough figure of what the profits 
of the resale activities have amounted to? 
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Admiral Hotitoway. In the last fiscal year, sir? 

Mr. WiacLeswortu. Yes, or the last 2 or 3 years. 

Admiral Hottoway. Mr. Chairman, my staff member tells me that 
he does not have it with him, but we will provide it for you. 

Mr. Wicc.ieswortu. If you will, please 

(The information is as follows:) 


Profits of the resale activities for the past 3 years 





1953 1954 1955 
Profits retained by field activities_._....._-_-- ...-------| $14,496,000 | $13, 747,000 $12, 623, 000 
Profits transferred to central recreation fund - - 2, 748, 000 2, 277, 000 2, 309, 000 
isa adele ae SO lc mccerinitgedl ec Dace eee ais 17, 244, 000 16, 024, 000 | 14, 932, 000 


Mr. WiacieswortH. Tell us also, please, roughly what percentage 
of that has gone into the recreation fund and what the total in that 
fund is as of some recent date. 

That is all, Mr. Chairman. 

Mr. Suepparp. All right, gentlemen, we have with us at this time 
the Honorable Albert Pratt, Secretary for Personnel and Reserve 
Forces. 

Mr. Secretary, do you have a statement you wish to presett to 
the committee? 

Mr. Prarr. Mr. Chairman, I have a prepared statement which I 
will either read or offer for the record as you see fit, and talk informally. 

Mr. SHepparpb. | think you had better read your statement. We 
have made some analysis of your statement and there may be a brief 
interrogation as a result of it. 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF PERSONNEL AND 
Reserve Forces 


Mr. Prarr. Mr. Chairman, I understand that you wanted more 
information on what the various Assistant Secretaries were doimg, 
and my statement is directed to that particular point. 

In 1954, the Department of the Navy requested statutory authority 
to appoint two additional Assistant Secretaries. At that time, the 
Assistant Secretary of the Navy for Air had the responsibility at 
secretarial level for personnel functions in addition to his extensive 
duties in aeronautical and research matters. 

Public Law 562 of the 83d Congress authorized two new Assistant 
Secretaries, and, on October 4, 1954, | was sworn in as the Assistant 
Secretary of the Navy for Personnel and Reserve Forces. In accord- 
ance with Secretary of the Navy instruction 5430.7A, I was assigned 
responsibility for policy, management, and control of functions 
relating to personnel (military, civilian, and Reserve forces). ‘This 
responsibility includes the following: 

(1) Coordination and direction of the efforts of the bureaus and 
offices and Headquarters of the Marine Corps in personnel matters, 
including but not limited to the promulgation of, and review and 
evaluation of compliance with, policies and procedures governing the 
procurement and administration of personnel. 








236 


(2) Matters related to services for the morale and welfare of the 
personnel of the Department. 

(3) Supervision of personnel security programs, both military and 
civilian. 

(4) Matters of military justice. 

(5) Liaison with the Assistant Secretary of Defense (Manpower 
and Personnel) and the Assistant Secretary of Defense (Health and 
Medical). 

(6) Immediate supervision of the Office of Industrial Relations and 
personnel boards, including the Naval Medical Survey Review Board, 
Naval Retiring Review Board, Board of Decorations and Medals, 
Physical Review Council, Physical Disability Appeal Board, Naval 
Examining Boards, Naval Clemency Board, Navy Discharge Review 
Board, and Board for the Correction of Naval Records. 

(7) Chairman of the Personnel Committee, and Chairman of the 
Reserve Forces Committee. 

Since I am the first incumbent of the new position, I have had a 
fresh trail to blaze in the personnel field. My immediate job was to 
commence doing all of the statutory, advisory, and policymaking 
duties which the Assistant Secretary of the Navy for Air had been 
performing in the personnel field, and, in addition, to determine the 
areas Which required more intensive secretarial guidance and control 
than had been possible previously when added to the other demands 
on the time of my predecessor. 

My job is composed of two entirely different aspects. 

By law, the civilian Secretary is vested with final authority and 
discretion in a host of individual cases, the most significant of which 
are— 

(1) Military and civilian security cases; 

(2) Actions of Boards for Correction of Naval Records and 
Navy Discharge Review Board; 

(3) Naval Clemency Board actions; clemency in officer cases; 

(4) All serious courts-martial cases; 

(5) Physical Evaluation Board actions; 

(6) Administrative separation of officers and warrant officers 
for various reasons; 

(7) Individual resignations of officers and warrant officers and 
midshipmen ; 

(8) Voluntary retirements of officers and warrant officers. 

All of these matters involve individuals—single individuals—each 
of whom constitutes only an insignificant fraction of the total naval 
population. I do not feel, however, that I can treat these lightly, 
not only because of the statutory responsibility but particularly 
because it is the action on individual cases which sets the tone for the 
entire Naval Establishment, and it is in individual cases that the 
wrong decision can give us trouble and affect the entire fabric of the 
naval organization. Accordingly, I regard each as an individual 
problem, which is, as it deals with a different human being, unlike any 
other case. I try to give each my sympathetic attention and as 
much time as the difficulty of the particular problem warrants. 


The other side of my job involves decisions dealing with great 


numbers of people and not single individuals. Here too, however, I 
try to remember that I am not dealing with numbers, but human 
beings. 
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The variety of decisions required in the field of management and 
control of personnel functions is so broad that I shall not attempt to 
list all of the decisions or the kinds of decisions that I make. I 
deal with such matters as promotion policy, training, procurement 
of personnel, tours of duty, efficient utilization of our manpower 
resources, manning levels, and the like. 

In this area, when I first came down to Washington, I found that 
the most pressing problem that faced us in the military personnel field 
was the very rapid turnover in both the enlisted and officer ranks. 
Here was a situation which affected not only the combat effectiveness 
of the Navy but also had a very strong bearing on the cost of running 
the Naval Establishment. If people went out of the service after only 
a few years of duty, it meant that we were wasting a tremendous 
amount of training time. It meant that we had to shift people back 
and forth much more rapidly in order to fill the vacancies. This 
increased the training costs; it increased the transportation costs; 
and, as people were shifted about, all kinds of hidden expenses de- 
veloped. It was to this problem that I directed my principal efforts 
during the past year. 

The solution, of course, is an obvious one. We had to do every- 
thing we could to make the naval service a more attractive career for 
our young men. Measures to make the naval career more attractive 
break down into two categories: First, things that we can do within 
the service; and, second, areas where we must ask congressional help. 

I believe we have done many things within the service to give 
people a better opportunity to advance, to see that a man gets into 
the kind of job that is suitable to his background and training, and 
wherever possible, his own inclinations. We have made progress in 
allowing some choice in duty stations, and in arranging for con- 
current dependents’ transportation, when shifts are made. For those 
who are on board ship and ashore, we have lifted ourselves by our 
bootstraps as it were, to make the physical surroundings in which 
they work, live, and play, more satisfying to them. 

In the legislative area, I lent my wholehearted support to a number 
of programs which I believe have been, or will be, beneficial to the 
Navy, such as: 

(1) Pay increases; 

(2) Dependents’ medical care; 

(3) Survivors’ benefits; 

(4) Improved career incentives; 

(5) Elimination of substandard housing. 

All of these programs have two common characteristics. They 
increase the attractiveness of a naval career and they cost a great deal 
of money. At first glance it might appear that these programs 
embody luxuries. However, in the long run, I believe that each of 
them will result in economies, in that they will help stabilize our 
personnel situation, reduce our training costs, and save many trained 
men who would otherwise forsake us for jobs in private industry. 

I think the results, so far, have been very gratifying. 

The reenlistment rates for both the Navy and the Marine Corps have 
increased significantly. In the Navy, the overall rate in the first 
quarter of fiscal year 1955 was 9.0 percent; in the first quarter of fiscal 


year 1956, it was 26.3 percent. During the same period, the reenlist- 


ment rate of ‘first termers’’ increased from 5.9 to 11.1 pereent. In 
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the Marine Corps, the overall rate in the first quarter of fiscal year 
1955 was 16.3 percent, whereas in the first quarter of fiscal year 1956, 
it was 30.9 percent. "The “first termers” showed an increase from 
15.3 to 17.9 percent during this period. I don’t know whether this 
improvement can be attributed to legislative or administrative action. 
Actually, I think it is a combination of both. 

Now let me mention some other specific accomplishments in the 
personnel field during the past year and a half: 


(1) Overall personnel reductions 


The Navy has made considerable reductions in personnel since I 
first took office. Comparative figures between October 1, 1954, and 
January 31, 1956, reveal the following: 





<i Marine | § ate 

| Navy | Corps Civilians ! 

ae | 

i ce 710, 000 222, 000 410, 045 

a ee ee 669, 000 | 200, 000 400, 095 
Reduction.......----- i all aera | 41, 000 | 22, 000 | 9, 950 





1 Exclusive of siaietialanhiny 22,000 contract employees. 


I neither claim credit for these reductions, nor do I believe they are 
the true measure of our improvement. However, it is a fact that the 
Navy is today performing approximately the same total mission that 
it was doing in October 1954, and it is doing it with fewer people. 

(2) Reduction of personnel in support-type activities 

In the supporting activities the number of civilian and military 

personnel employed is on the decline: 


Civilians ! civitians + | Military 








| 
Grand total 

asi detainee sites | heiciinrgpicesil jietieenisieiteienntaeitaitidiens 

; | 
Pen i NE Cs os ee Re iis. 625, 159 | 410, 564 214, 595 
June 30, 1056 (estimated) .. .. <2... 65s ccnsenconncnnccns al 607, 768 394, 772 | 212, 996 
June 30, 1957 (planned) idee tnad dtetha te duatukiceseaskoust | 603, 785 394, 772 209, 013: 
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1 Exclusive of about 22,000 contract employees. 


(3) Rerew of missions 

In order to maintain the proper balance in our forces, it has been 
necessary to scrutinize carefully every component mission of the 
Department to determine where savings can be made without impair- 
ing our readiness. During the past 6 months 2 high-level com- 
mittees have carefully examined our various activities. One of these 
committees, working under the Chief of Naval Operations, made 
recommendations concerning activities in the Shore Establishment 
which could be reduced or eliminated. The other committee, con- 
sisting of three Assistant Secretaries and representatives of the Chief 
of Naval Operations, the Commandant of the Marine Corps, and the 
Chief of Industrial Relations, made a complete personal review of all 
programs throughout the Navy and Marine Corps affecting civilian 
employment, to see whether further reductions could not be effected. 
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(4) Review of allowances and complements and of tables of organization 
This is a continuous process within the Navy and Marine Corps. 
The fact that the Navy has been able to maintain essentially the 
same number of operating fleet units under an overall reduction in 
manpower, and to absorb much of its reduction in the Shore Estab- 
lishment, is an indication of the progress in this area. By operating 
ships on peacetime allowances rather than wartime complements, the 
requirements have been reduced by about 27,000. There is, how- 
ever, in this program a reduction in readiness for continued combat 
operations. During the fiscal year, the Navy will emphasize, in their 
review, the improvement of sea/shore rotation and the identification 
of billets which can be converted to civilian oc cupancy. 
(5) Civilian-military substitution program 

During fiscal year 1955, and up to the current date in fiscal year 
1956, the Navy and Marine Corps have effected the substitution of 
approximately 7,000 civilians for military personnel in the Shore 
Establishment. This enables us to provide more men for our operating 
forces. 

(6) Revitalization of the Reserve program 

Without a vigorous, well-trained Reserve, our active forces would 
have to be far greater in size. Accordingly, I spend a good deal of my 
time on Reserve matters. I was fortunate in having completed, just 
before I came to Washington, an intensive self-analysis of our Reserve 
programs by the board headed by Vice Adm. Felix Johnson, USN 
(retired). About 95 percent of the more than 100 recommendations 
of this board have been implemented during the past year. 

I believe that during fiscal year 1957 we must continue our improve- 
ment in the above areas and give even greater attention to such 
important factors as: 

(1) Reenlistment of our skilled personnel ; 

(2) Reduction in training time; 

(3) Reduction in number and frequency of transfers; 

(4) Overall stabilization of our military and civilian work 
force. 

In addition, I have a long list of more limited, specific objectives in 
the personnel field designed to improve the efficient management of 
our personnel. I have set myself an ambitious program, but at least 
I shall not fail for want to trying. 

I hope this has given you a better picture of my activities. Natur- 
ally, I should be pleased to answer any questions. 

In eonclusion, I would like to say that I believe our personnel situa- 
tion in the Navy is “looking up.’’ Reenlistments have increased; 
turnover is lower; living conditions are improving; morale is generally 
higher. Much remains to be done, but at least the prospects are 
brighter. 

Mr. SHepparD. Thank you. 

I do not recall, Mr. Secretary, of your appearance before this 
committee previously. 

Mr. Pratt. That is correct, sir. 
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BACKGROUND OF WITNESS 


Mr. SHEepparD. Will you give us, briefly, your background? 

Mr. Pratr. I was born in Newton in 1911, attended local schools 
in Newton, Mass. I went to Harvard College, graduating in the 
class of 1933, magna cum laude, having concentrated in government. 
I attended Harvard Law School, graduating in 1936. On conclusion 
of Harvard Law School I practiced law in Boston until 1940 when I 
went on activity duty with the Navy. 

Previously I had taken the Naval ROTC course at Harvard and 
had been in the Organized Reserve since 1934. I spent 5 years on 
active duty in the Navy, serving in the Atlantic before the war and 
the initial phases of the Atlantic battle and then at the Naval War 
College in Newport, first as a student and then as an instructor; and 
finally in the Pacific where I spent 2% years on the staff of Admiral 
Nimitz. 

At the end of the war I left the law practice and went into the 
investment banking business. I became a partner of Paine, Webber, 
Jackson & Curtis, a nationwide investment banking and brokerage 
firm, in 1950. 

Mr. SHepparp. Do you still maintain your membership in that 
organization? 

Mr. Pratt. I resigned as a general partner when I was asked to 
come down here to Washington. In 1954 lightning struck me and I 
was asked to come down and take this job, and I felt it was an oppor- 
tunity and a privilege to do so. 

Mr. SuHepparp. What was your age at your last birthday? 

Mr. Pratt. Forty-four. 


REENLISTMENT RATES 


Mr. SuHepparp. Now, with reference to your statement, Mr. Secre- 
tary, on page 6 you point out the reenlistment rates in Navy and 
Marine Corps, comparing first quarter 1955 with first quarter of the 
current fiscal year. What has been the reenlistment rate for the 
second part of fiscal year 1956, if you have that information available? 

Mr. Pratt. Yes, sir. We do not have final figures, Mr. Sheppard, 
so for that reason I did not include them in my statement; but our 
preliminary estimates indicate a slightly higher reenlistment rate for 
the so-called first-termers. It is probably nearer 12 percent than 11 
percent. I watch this very carefully every month, taking the esti- 
mated figures as they come through. The reenlistment rate for our 
career people has continued at 90 percent, or above, which is where 
it should be and where we hope to keep it. 


RESIGNATIONS 


Mr. Suepparp. I think it would be apropos at this point in the 
record to advise us either by information from you, sir, or Admiral 
Holloway, what is the amount of resignations in the Regular service 
as of the last fiscal year? 

Mr. Prarr. I will be glad to get the precise figures for you. We 
have made some improvements in that field. That, again, is a sta- 
tistic which I consider quite significant and I follow it closely. 

(The information is as follows:) 
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BREAKDOWN OF RESIGNATIONS BY RANK 


These figures represent resignations accepted and orders issued during fiscal 
year 1955. They include some resignations that were submitted during last 
month of fiscal year 1954 but which were not accepted until fiseal year 1955. 
Similarly a few resignations submitted during last month of fiscal year 1955 are 
not included herein as they were not accepted until after fiscal year 1956 had 
begun. 


| 
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Lieutenant  Gunior grade). beiid i We 2 6 Wetiic. s. 44 | 30 252 
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Warrant. ____. ; eat ogo[obecae|a- ceneltnsswefornes os - 1 
a : | 391) 98| 2| 8 | 56} 11) 6/| 104 38} 738 





NotTEeE.—No flag officer resignations. 


Mr. SHEPPARD. I presume you have gone into that feature of the 
personnel requirements to the same degree you have others and what 
are you finding is the motivating factor for those resignations? 

Mr. Prart. For the most part, sir, the greater attractiveness of 
a job in civilian life. We have one, to me, very interesting develop- 
ment in this field, which I think the committee might be interested 
in. Due to the shortage of doctors, of which you are well aware, we 
have been for some time since the Korean war refusing to allow 
people to retire in the normal manner after 20 years’ service. The 
Surgeon General and Chief of Naval Personnel and I were very 
much disturbed about the number of people apparently resigning 
after 12 or 15 years of service because they foresaw no possibility of 
their being permitted to retire at the end of 20. Accordingly, we 
did something which gave me nightmares when we decided to do it. 
We freed up for the “doctors and’ dentists retirement at 20 years. 
That produced a number of retirements immediately. But the 
significant thing to me was that the resignations began to drop off 
because these people who had had 10, 12, or 15 years in the service, 
when they saw they could get out at 20 and then continue a civilian 
practice, decided it was worth while to stay in. 

Faced with a critical situation, we accepted a short-term blow for 
what we thought was the long-term good. I believe that is working 
out satisfactorily, though we cannot be sure, probably, for another 
full year of operation. 


RECOMMENDATIONS OF ADVISORY COMMITTEES 


Mr. SHepparpb. On page 7 of your statement you refer to establish- 
ment of two high-level committees and mention their recommenda- 
tions. Will you briefly mention some recommendations and what 
action has been taken on them by the Navy? 

Mr. Pratt. Taking, first, the committee which was established 
under the Chief of Naval Operations, their recommendations involved 
the reduction in force at a number of our installations, shore activi- 
ties, throughout the country, the closing of some of our installations, 
and the change of others to maintenance status from fully active 
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status. These recommendations were, I would think, 95 percent ap- 
proved by the Secretary of the Navy. Some of them have already 
been implemented and the rest are in the process of being carried out. 

Mr. Suepparp. To get at the crux of the operation, out of the total 
bodies saved, how many were the result of eliminations of function 
as compared with that of reduction upon the premise of efficiency of 
operations? Can you give me the line of demarcation there? 

Mr. Prarr. | do not have that in my mind; I am sorry. 

Mr. SHepprarpD. Would it be too much trouble to supply it for the 
record? Would you have to go into too much mathematical research 
to establish that? 

Mr. Prarr. My recollection of the report is that it was not broken 
down that way and therefore we would have to go into pretty detailed 
research to do that. 

Mr. SHepparp. Are you going to continue that process through the 
next fiscal year? 

Mr. Prarr. I do not anticipate the creation of another committee 
to look at the Shore Establishment again this year. 

Mr. SHepparp. Do you figure you have reached the maximum 
efficiency by reduction created to date? 

Mr. Prarr. I believe so. If we have changes of mission, that will 
involve changes in our supporting establishment. In addition, you 
are aware, | am sure, of our program of continuous inspection. The 
Inspector General conducts an onsite survey at least once every 2 
years. That process will continue and almost always you come up 
with a little saving here and there when an outside person looks at 
the picture. Of course, we will continue that. 


SHIPS’ COMPLEMENTS 


Mr. Sueprarp. On page 8 of your statement you refer to operation 
of ships on peacetime allowances rather than that of wartime com- 
plements. How much reduction is this in readiness for continued 
combat operations? 

Mr. Prarr. I would prefer to have a military man answer that 
question. 

Admiral Hottoway. Mr. Chairman, that is an extremely relative 
situation. As you know, a wartime complement is that which 
provides three watches for sustained operations over an indefinite 
period. It means, for example, that the Jowa for example carried 
3,000 men during war, and it would be most uncomfortable in peace- 
time operation to keep that many men aboard in ordinary noncombat 
situations. The result is we have what we call an allowance, which 
is a normal peacetime operating allowance, two sets of figures. 

Mr. SHepparp. What would be your plans to change to wartime 
complements in the event of emergency? I assume you have those 
formulated, and if so what is the general characteristic; if you want 
to give you answer off the record, vou may. 

Admiral Hottoway. This should be off the record. 

Mr. Suepparp. Very well. 

(Discussion off the record.) 

Mr. SHepparD. What plan, if any, does the Navy apply now to 
seashore rotations and -how are the billets determined to control the 
interchange of civilian for military personnel? 
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Admiral Hottoway. We have an expanded program. On the 
civilian side of it, I think the Secretary should speak. So far as the 
seashore rotation among military personnel is concerned, I would like, 
sir, to give the committee our program. It isa very complex situation 
but one, I think, we are making continuing progress on. 

We are spreading the base of billets that can be occupied ashore by 
military personnel so as to improve the rotational opportunity for all 
of the different ratings in the Navy. That is the nub of the military 
personnel seashore rotation objective. 


PROBLEM OF BAD CONDUCT DISCHARGES 


Mr. SHepparp. Mr. Secretary, in your statement you referred to 
the Board of Correction of Naval Records and the Navy Discharge 
Review Board. In the review of other than a dishonorable discharge, 
where men who have received such a discharge but who have later 
proven themselves to be responsible citizens, how much discussioa 
have you had, if any, with the review boards as to the correction of 
discharges that have been for minor offenses as against major offenses, 
or those of the so-called vicious or semicriminal character? 

In order to draw the parallel, may I put it this way? X person 
maybe has gone absent without leave, or has overstayed he leave on 
2 or 3 or maybe 4 times. In some instances, they have been young- 
sters who have gone into the Navy with the permission of their parents 
or guardians. Particularly in a case of that character of the im- 
maturity of the personnel, while I do not confine the question ex- 
clusively to that field, have you given any thought to the fact that 
some of those people have gone out in civilian life and conducted them- 
selves properly and become useful people in the civilian scheme of 
things, and so forth? Have you had any discussions with your board 
in regard to that, because your present concept is very adamant; in 
other words, once discharged, he is discharged. 

Mr. Pratt. I have given a great deal of thought to that particular 
problem. It is not one that is susceptible to a pat solution. Again, 
I find that most of the Navy cases vary because they are different 
individuals and, when they come to me, I try to regard them as such. 

You have basically here the problem between trying to give the 
fellow who has gone out of the Navy and done a good job in civilian 
life a leg up in helping him get along, and the danger, if you are too 
lenient, that you are going to vitiate the effect of a bad-conduct 
discharge and thereby seriously increase the discipline problem in the 
entire naval service. It is a balance, as I say, of consideration for the 
individual and preserving the prestige of the naval service, and also 
not downgrading the fully honorable discharge which other people 
have earned. 

Mr. SHepparp. I grant that is true. However, even our civil 
courts, as you know, in cases of men with definite criminal activities, 
have a borderline of consideration for the purposes of rehabilitation 
of said individual. In fact, throughout the United States of America 
we are spending literally billions of dollars of Federal money on that 
function. Apparently, from such information as I am able to secure, 
the philosophy of rehabilitation is becoming more prevalent from 
day to day. 
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I have no desire at all to break into the necessity for discipline of 
our military offenders because, to me, that is a requirement and there 
is no question about it; however, after said people have left the military 
and gone out into the tidewaters, as it were, of our domestic economy 
and perhaps—let us give them credit at least to this degree—they 
have realized the fallacy of their conduct in the military. Again, 
drawing the line of demarcation between viciousness and nonvicious- 
ness, it would seem to me there is a status of compatibility for 
consideration in that field in order to keep reasonably in step with the 
sociological concept of our courts today. 

Mr. Prarr. I think the Navy is at least keeping pace with the 
modern theories of rehabilitation. We have, as you know, offenders 
confined in what we call our retraining commands. 

Mr. SHepparD. That is correct. 

Mr. Prarr. I visit all of them personally and spend some time 
going into their programs in detail. Their objective is rehabilitation 
and not punishment. Their first objective is to try to reform the 
young man so that he can be restored to service on probation. And 
the second objective is, if he cannot be restored because of the nature 
of his act, to a the best job you can to get him adjusted so that when 
he goes back into civilian life he can become a worthwhile citizen. 

Mr. SHEpparD. I think you are doing a very good job. 

Mr. Pratrr. Now in the case you mentioned of a sailor who has been 
over leave and has finally done it so many times that the court says 
“Well, there is no use keeping you around here any longer,” if that 
young man in the retraining command really wants to clear his record, 
he can apply for restoration and, if he has shown maturity and judg- 
ment, he will be restored. 

Actually we restore to duty about one-quarter of the people who are 
imprisoned in our retraining commands and, of that one-quarter, 
about two-thirds turn out to be successes. 

There is an area of manpower saving which is considerable. 

Mr. Suepparp, At the time of the discharge, is the rehabilitation 
function mandatory, or is that a part of the consideration of the person 
who has been discharged? In other words, do they have to go through 
the rehabilitation process? 

Mr. Prarr. It depends upon the sentence of the court. Normally 
the sentence will be for confinement for 3 months, 6 months, or what- 
ever it may be, depending upon the offense, to be followed by a 
discharge and, during the confinement period, the rehabilitation 
process takes place. 

Mr. SHepparp. Well we expend our funds today and find where 
we can save a few dollars here, there, and the other place, and I 
am wondering if perhaps it would not be well to call in an outside 
group to survey that potential and maybe we can do a little good in 
that area? 

Mr. Pratr. That has been done. We have the report of Father 
White, completed within the past 2 years, I believe, which went very 
extensively into our whole disciplinary system, and the system which 
was used at our retraining commands, and made some suggestions 
which we have adopted. There are some areas for improvement 
here and particularly in the increase of the authority of the com- 
manding officer to award punishment without giving the young man 
a court. We have legislation upon it which is going to be oan very 
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shortly before the House Armed Services Committee and I have high 
hopes we will get a modification of the code of military justice along 
those lines. That will make a lot of difference, because many of 
these young fellows, if they can be stopped and stopped quickly by 
the paternal discipline which the commanding officer will give, will 
never turn out to be more critical cases. It is something I am most 
interested in, and I agree with you heartily. 

Mr. SHepparD. What consideration is given to those who have 
already established their rehabilitation in civil functions, that were 
not of the major criminal discharge category—-to use my expression, 
a ‘bad order’ discharge? 

Mr. Pratt. That and nothing else, under our present policies, Mr. 
Sheppard, would not justify raising the character of the man’s dis- 
charge. I believe Congress intended that discharges be given to 
reflect the character of the man’s service. Now we have made 
mistakes in giving discharges which do not accurately reflect the 
character of the man’s service and, when that happens, we try to 
correct it. 


READINESS FOR CONTINUED COMBAT OPERATIONS 


Mr. Suepparp. Very well. Now I want to refer to the last page 
of your statement, to the second sentence from the top where you say: 


There is, however, in this program a reduction in readiness for continued combat 
operations. 


Will you be more explicit as to what you wanted to convey to the 


committee by that sentence? 

Mr. Pratt. I believe that was covered by Admiral Holloway in his 
answers to your question. 

Briefly, while our ships are ready and can go into action, they are 
not capable of sustained action over a long period of time because of 
the smaller number of personnel aboard. 

Mr. SHepparD. Then I can assume from your statement here, 
Admiral Holloway, that we are actually impairing somewhat the pres- 
ent efficiency of Navy’s requirements under policies that are estab- 
lished by a higher echelon? 

(Answer provided off the record.) 


USE OF SELECTIVE SERVICE 


Mr. AnpREws. Mr. Secretary, are you filling all of your needs for 
manpower in the Navy by recruiting, or do you have to look to the 
draft to help you? 

Mr. Prarr. In this fiscal year we have used selective service to a 
small extent. This is due to the fact we had expiring during the cur- 
rent fiscal year a vast number of 4-year enlistments which were entered 
into during the Korean emergency by young men who came in at that 
time to do their service, but who had no intention of making the Navy 
a career. There were some 50,000 more enlistments expiring this 
year than in the previous year and our volunteer recruiting service 
just plain could not take that additional load. As a result, we asked 
Selective Service for 10,000 men in November, 10,000 men in De- 
cember, and 10,000 more in the current month. 

It is my belief that with recruiting continuing at a very satisfactory 
level, we will not use selective service again in the immediate future. 
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Mr. Anprews. You think your needs can be met by recruitment 
in the next fiscal year to a greater extent than was possible in the last 
fiscal year? 

Mr. Prarr. That is correct. 


RESIGNATIONS AT THE NAVAL ACADEMY AND OF GRADUATES 


Mr. AnprEws. What about the rate of resignation of midshipmen 
at the Academy, and the rate of resignations following graduation? 

Mr. Prarr. Resignations at the Academy have followed the same 
pattern generally for the past several years. There has been no ma- 
terial change up or down. In spite of all we can do, we always seem to 
get a few people in the Academy classes who just find they are not 
motivated for a military career; but that number has remained rela- 
tively constant from year to year. 

Mr. Anprews. What about officers who graduate? What do you 
know about the rate of resignations of those officers? 

Mr. Pratt. I do not think that is alarming now at all. We are 
actually getting an increase in our Holloway plan boys who have the 
option, after 3 years, to apply for a permanent commission, 


CHOICE IN DUTY STATIONS 


Mr. Anprews. You stated you had made some progress in allowing 
some choice in duty station. Could you elaborate on that a little? 
What have you done and what are you doing? 

Mr. Prarr. Admiral Holloway can give you more detail on that 
than I can. I am familiar with the program in general, but he can 
give you the detail. 

Admiral Hottoway. We are limiting that very strictly to what we 
feel confident we can carry out, and that is a choice of fleet only upon 
reenlistment. I had the same question asked me in the Senate last 
year by Senator Russell and I answered it in the same way, that we 
will give a choice of fleet, Atlantic or Pacific. That is also as far 
as I am sure we can carry it in the interest of the Navy and our greai 
Republic, and that is specifically the program in just the bare assence. 

Mr. Anprews. Then you are not letting the man select his duty 
station? 

Admiral Hottoway. He can put in for his choice and, wherever 
possible, it is given to him. That is always provided for. 

Mr. Anprews. I understood you to say that is only considered in 
connection with the Atlantic Fleet or Pacific Fleet. 

Admiral Hottoway. That is on shipping over. That is one of the 
big measures we have taken this last year, giving the man when he is 
paid off the choice of which fleet he serves in—Atlantic or Pacific. 

Mr. Prartr: I would like to elaborate on that a little. We do a 
great deal more than that in other areas. Just a month ago I was 
up to the training station at Bainbridge and I was tremendously im- 
pressed by the care which is taken in the assignment of those young 
men to duty. First off, they all take these intelligence tests—not 
only the general intelligence test, but one which tests their mechanical 
aptitude and interest, and that is followed by an arithmetic test 
which plays a large part in certain specialty ratings, and so forth. 
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These tests indicate quite clearly and with very, very little chance of 
error, the types of activities that the man is best adapted for. 

Then he sits down with a trained personnel placement man who 
discusses with this individual the types of ratings which he appears 
to be qualified for, who explains to him the various advantages and 
disadvantages of each one and they arrive at a decision as to this 
man’s preference. The man’s choice is then checked by an experi- 
enced chief petty officer. If he is not satisfied the fellow has the right 
job, he is sent back for another review. We spend an enormous 
amount of individual attention on each individual fellow. 

In addition to that, this recruit is allowed to express a preference 
for the type of initial duty. We cannot always give it to him, but 
we try to do so wherever we can. 

I cannot help but feel that attention to the individual and trying 
to place him in the right slot is going to be a big advance. 


REDUCTION IN CIVILIAN PERSONNEL 


Mr. WiGcGLeswortH. One question on civilian personnel. As | 
understand it from the figures you have given us, the total for civilian 
personnel, Navy plus Marine Corps, has dropped from 410,000 as of 
October 1, 1954, to 400,000 as of January 31, 1956, with an antici- 
pated further reduction to 394,772 by June 30, 1956, or a total reduc- 
tion of about 16,000 over and above the 7,000 civilians that you have 
put on through the civilian-military substitution program. Is that 
correct? 

Mr. Prarr. That is correct. 

Mr. Wiacieswortu. So there really is a reduction in view of 
about 23,000 on the basis of the 410,000? 

Mr. Pratt. Yes, sir. 

Mr. Wiae.eswortu. I think the Secretary’s statement is very 
encouraging, Mr. Chairman, and I am particularly encouraged by the 
increase in the overall reenlistment rates which he has given us, both 
for the Navy and for the Marine Corps, and by his statement that— 

The Navy is today performing approximately the same total mission that it 
was doing in October 1954, and it is doing it with fewer people. 

I have no further questions. 

Mr. SHepparp. Thank you very much for your appearance, Mr. 
Pratt, and the responses you have made to the interrogations of 
members of the committee. 

Mr. Pratt. Thank you. 
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MILITARY PERSONNEL, NAVY 
WITNESSES 


VICE ADM. JAMES L. HOLLOWAY, JR., USN, DEPUTY CHIEF OF 
NAVAL OPERATIONS (PERSONNEL) AND CHIEF OF NAVAL PER- 
SONNEL 

CAPT. CECIL G. McKINNEY, USNR, COMPTROLLER, BUREAU OF 
NAVAL PERSONNEL 

CAPT. FARAR B. C. MARTIN, USN, ASSISTANT CHIEF OF NAVAL 
PERSONNEL FOR PLANS 

LT. COMDR. WILLIAM I. WELLONS, JR., USN, HEAD, MILITARY 
PERSONNEL, NAVY SECTION, BUREAU OF NAVAL PERSONNEL 

REAR ADM. H. P. SMITH, USN, OFFICE OF THE COMPTROLLER, 
DEPUTY COMPTROLLER 


Program and financing 


| 
| 1955 actual | 1956 estimate | 1957 estimate 


Program by activities: | 
Direct obligations (volume of obligations for service | | 
account): 
tenn NE DIONONS | occ biccéss cid -tnctu | $2, 096, 713, 468 | $2, 144, 127,000 
. Individual clothing 60, 827, 672 | 67, 043, 000 
. Subsistence in kind 167, 847, 372 | 160, 963, 000 
. Movements, permanent change of station. --.. 85, 208, 202 | 89, 910, 000 
. Other costs___-- Laatidiinn Seite dined dace eaiaieads aaah 1, 548, 120 1, 957, 000 


Total direct obligations. -- - 2 412, 144, 834 3 464, 000, 000 
Reimbursable obligations (volume of obligations for | 
other accounts): 
1. Pay and allowances 
2. Individual clothing | 
3. Subsistence in kind --_. q 29, 050, 000 | 


Total obligations payable out of reimburse- | 


Rar gciercenincnansnennthbeven tahoe’ 32,085, 0 | 31, 000, 000 











NAIA oi. oie an 2,444, 190, 834 | 2, 495, 000, 000 


Financing: | 
Advances and reimbursements from— | 
Other accounts -_- . _- —19, 555, 000 — 19, 000, 000 | — 18, 000, 000 
Non-Federal sources . - —12, 500,000 | —12,000, 000 — 12, 000, 000 
Unobligated balance no longer available _ -- bal 4, 855, 166 | 22, 109, 900 |_- , 


Appropriation rai , | 2,417,000, 000 | 2, 486, 109, 900 2, 469, 400, 000 


Note.—Reimbursements from non-Federal sources above are from sales of provisions and meals (34 
U.S. C. 533, 533a, 555a, and 915b (c)), and from allied nations for logistic support (64 Stat. 1235). 


Obligations by objects 


| 
Object classification | 1955 actual | 1956 estimate 1957 estimate 
| 


| 

Direct obligations (volume of obligations for service ac- | 
counts): | 
01 Personal services: Military..........-.---- -| $2, 071, 084, 337 2, 142, 365, 356 $2, 181, 478, 273 

02 y eden inh cha ccnee 63, 444, 145 64, 488, 862 | 54, 901, 087 

03 Transportation of things ‘mobile cam 30, 678, 683 30, 840, 824 | 29, 748, 057 

07 Other contractual services _-_-_.._...._.----- .| 11, 320, 994 11, 838, 613 11, 988, 454 

08 Supplies and materials Gate 165, 571, 830 158, 856, 163 157, 412, 139 

12 Pensions, annuities, and insurance claims... __- a 69, 874, O11 55, 376, 682 33, 694, 940 

14 Interest 170, 834 233, 500 177, 050 


Total direct obligations. .....................- 2, 412, 144, 834 | 2, 464, 000, 000 2, 469, 400, 000 





Reimbursable obligations (volume of obligations for 
other accounts): 

01 Persongl services: Military. ..-...............-- 1, 580, 000 1, 700, 000 1, 700, 000 

08 Supplies and materials... -._..__-_- at metiala 30, 475, 000 29, 300, 000 28, 900, 000 


Total sugninns ee out of inden 
ments.....-- ia noncewena] 32, 055, 000 31, 000, 000 30, 600, 000 


Total obligations...................-. | 2, 444, 199,834 | 2, 495,000,000 | 2, 500, 000, 000 
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Budget authorizations, expenditures and balances 


1955 actual 1956 estimate 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


4 ppropriation __| $2, 417, 000, 000 | $2, 486,109,900 | $2, 469, 400, 000 
Obligated balance brought forward 41, 640, 396 | 63, 734, 123 69, = 123 
Increase in prior year obligations 2, 419, 507 


_% 461, 461, 059, 903 Ez 2, 549, 844, 023. 2, 539, 134, 128 


Total budget authorizations available 


i— aS 


Pt 
EXPENDITURES AND RALANCES | 
| 
s 


Expenditures— 
Out of current authorizations a 2, 358, 273, 768 | 2, 415, 000, 000 2, 390, 000, 000 
Out of prior authorizations | 31, 702, 675 35, 000, 000 | 30, 000, 000 


Total expenditures 5 : .| 2,389, 976, 443 | 2, 450, 000, 000 | 2, 420, 000, 000 
Balance no longer available: | 

Unobligated (expiring for obligation) “ 4, 855, 166 | 22, 109, 900 

Other : - ; 2, 494,171 | 8, 000, 000 
Obligated balance carried forward , ia 63, 734, 123 | 69, 734, 123 119, 134, 123 


sonic sain sian mane 





Total expenditures and balances ..--.| 2, 461,059,903 | 2, 549, 844, 023 2, 539, 134, 123 


Mr. SHeprparp. We will take up now the appropriation, “Military 
personnel, Navy.” 
UNEXPENDED BALANCES 


We find your actual appropriation for 1955 was $2,417 million, the 
estimate in 1956 was $2,486,109,900, and you are requesting for 1957, 
$2,469,400,000. I find the unexpended balance is on the increase in 
this appropriation item. In 1955 the amount was $63.7 million; in 
1956 it had increased to $69.7 million and, in 1957, the estimate is 
$119.1 million. 

Why the increase in this category? 

Admiral Hottoway. I believe this is an area in which we receive 
guidance from higher authority. I cannot explain it better than 
that, sir. 

Mr. SHepparp. Very well. What are you estimates for fiscal year 
1957 

Captain McKinney. The figure shown for the obligated balance 
carried forward is $119,134,123. 

Mr. Suerparp. How much did you tell higher authority vou could 
expend in this category? 

Captain McKrnney. I do not have that figure with me. 

Mr. SuHeprarp. I would like to have the same information for 
1956, if you will, and put it in the record. 

Captain McKinney. Yes, sir—for 1956 and 1957. 

Mr. SHepparp. If you will, please. 

Japtain McKinney. Yes, sir. 

(The information is as follows:) 

Obligated balance carried forward, Bureau of Personnel estimates: 
i ree cls breil oe SO Sb ees Se $63, 734, 123 


1956 estimate 43, 515, 000 
1957 estimate 43, 500, 000 


Mr. SHepparD. How firm do you regard the 1956 figure as evidenced 
in your justification here, that is, the figure of $69,734,123? 

Captain McKinney. That may be a little high as it is actually 
working out. 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Sueprarp. We will insert pages 6, 7, and 8 of the justifications 
in the record at this point. 
(The matter above referred to is as follows:) 


JUSTIFICATION OF ESTIMATES FOR JFiscaL YEAR 1957 


Summary of obligations by budget activity 


Difference 

1955 1956 1957 ee” 

rati : stimate sti ate | sod © oa 

obligations estimate estimate | pared with 
1956 


Budget activity 


1 | Pay and allowances ; $2, 096, 713, 468 $2, 144, 127, 000 $2, 168, 146, 000 +-$24, 019, 000 
2 | Individual clothing 60, 827, 672 67, 043, 000 55, 250,000 —11, 793, 000 
3 | Subsistence in kind 167, 847, 372 160, 963, 000 161, 244, 000 +281, 000 
4 | Movements, permanent change of station 85, 208, 202 89, 910, 000 82, 846,000! —7, 064, 000 
5 | Other costs-_- 1, 548, 120 1, 957, 000 1, 914, 000 —43, 000 


Total obligations payable from ap- 
propriated funds 2, 412, 144, 834 2, 464, 000, 000) 2, 469, 400,000, +5, 400, 000 


Activity 1, pay and allowances.—The costs of the items of pay and allowances 
in this activity are influenced primarily by such planning factors as strength, 
grade distribution, gains (both recruit and reenlistment) and losses. The overall 
increase is due largely to the increase in enlisted strength and the items of basic 
allowance for subsistence and basic allowance for quarters, which are closely 
related to strength and grade distribution, and reenlistment bonus incident to 
increased numbers of reenlistments. Also, there is an increase in the cost of 
incentive pay for hazardous duty in aircraft for officers. This cost increase is 
due to the increased number of officers so assigned. Partially offsetting these 
increases are the savings reflected in the basic pay, basic allowance for subsistence, 
and basic allowance for quarters for officers. Savings in these items are attrib- 
utable primarily to the reduction in the officer strength. Further savings in the 
area of mustering-out pay, unused leave, and mileage on separation for enlisted 
personnel are related to the decrease in the number of enlisted personnel losses. 

Activity 2, individual clothing —This activity reflects a decrease due to the 
substantial reduction in the number of personnel entitled to outfits of clothing 
on first reporting, and the fact that pillows and blankets have been omitted from 
this appropriation as these will become organizational items of equipment. 

Activity 3, subsistence in kind.—The increased cost of subsistence in kind is 
due to the special types and increased quantities of food for personnel actually 
participating in “Operation Deepfreeze II.” 

Activity 4, movements, permanent change of station.—The decreased costs re- 
flected in this activity are due primarily to the reduction in the number of enlisted 
personnel gains. Notwithstanding the greater number of man-years of enlisted 
personne] strength, it is believed that the increased number of immediate reenlist- 
ments will render a stabilizing influence upon the permanency of personnel and, 
therefore, there will result a reduction in the permanent change of station moves 
which were previously necessary in order to maintain an equitable balance of the 
available ratings and qualifications. 

Activity 5, other costs.—The overall decrease in costs for this activity is due to 
reductions in the amounts estimated for payments of death gratuity and interest 
on deposits. This decrease, however, is partially offset by a moderate increase 
in the amount estimated as the requirement to meet the payments for service- 
men’s mortgage insurance premiums. 


REDUCED LEVEL OF EFFECTIVENESS OF SHORE ESTABLISHMENT 


Mr. SHepparp. On page 2 of your justifications you state that— 


The shore supporting establishment will continue to operate at a reduced level 
of effectiveness. 
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What is the reason for this reduced level of effectiveness and what is the 
effect upon the overall Navy maintenance and training programs? 

Admiral Hottoway. May I ask Captain Martin to spe ‘ak to your 
question, Assistant Chief of Naval Personnel for Plans? 

Captain Martin. As you know, we have been doing everything 
we could to get our people in the operating forces and over the past 
several years we have taken steps through these onsite survey boards 
to get more people into the fleet operating end under our ceilings of 
manpower. And, by so doing, the number of personnel in the Shore 
Establishment have been reduced and, therefore, the level of effec- 
tiveness has gone down slightly. But we are still able to accomplish 
our missions. 

Mr. SuHeprarD. I would like to lay a little stress upon the main- 
tenance operation. In order to carry out your program under some- 
times rather forced situations, how much of your maintenance funds 
have you found it necessary to transfer to purposes other than those 
of literal maintenance? 

Admiral Hottoway. I have transferred by means of reprograming 
approximately $3 million from ‘General expenses, Navy,” to my 
recruiting program. I have transferred approximately $500,000 of 
that since this budget has been prepared. 

I will speak to any detail you desire on that at the point the chairman 
of the committee desires me to; but I had to make the decision and | 
had the support of the Secretary in doing it, to go all out for volunteer 
recruiting and to keep the number of se lectees down to the minimum 
to Maintain our strength. Because we feel in the long run—and not so 
long—we will save a great deal of money on the more 4-year men we 
get versus the number of 2-year selec ‘tees. 

Mr. SHepparb. Perhaps there is another place in our justification 
where this will be more pertinent from the inquiry standpoint; but, 
since it was referred to in your statement, I thought it would be wise 
to ask about it. We will take it up in more detail when we come to it. 


REPROGRAMING 


Now you had some reprograming in this appropriation item during 
the current year. Please explain the reprograming to the committee. 

Admiral Hottoway. Mr. Chairman, I have before me a Depart- 
ment of the Navy special report on reprograming of appropriated 
funds from July 1 to December 31, 1955, listed under five items 
“Pay and allowances’; ‘‘Navy clothing’; ‘Subsistence in kind’’; 
“Movements, permanent change of station, and other costs.” I 
I would like to make this available for the record. 

Mr. SuHepparp. Well, we have that as it is defined here in the 
explanation, but could you go into a little more explanatory detail? 

Admiral Hotutoway. May I ask the Comptroller of the Bureau to 
speak to this question? 

Captain McKinney. In the appropriation NPN for 1956, there 
has been $65,881,000 taken out of activity 1, or rather, placed in 
activity 1 from the ac tivity 2, individual clothing. That is not really 
reprograming, but that is in accordance with our approved chart 
accounts for the fiscal year that it is necessary to make that transfer. 

In ‘‘Subsistence in kind,”’ we have taken $3,757,100 and transferred 
it to ““Movements, permanent change of station.”’ 
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Mr. SHepparD. Why did you do that? 

Captain McKinney. That was an increase to meet the estimated 
requirements based on current personnel plans and to provide funds 
for increased transportation rates for the shipment of household goods 
and automobiles. 

Mr. Suepparp. Now what are your other transfers? 

Chaptain McKinney. There have been no other transfers. 

Mr. SuepparD. Do you have a copy of this special report before 
you? 

Captain McKinney. Yes, sir. 

Mr. SuHepparpD. I would like to call your attention to the third 
paragraph which is reflected under “Net difference” in the final 
column. I wish you would supply for the record, if you will, an 
explanation of each of those respective figures that are reflected in that 
column. Will you do that, please? 

Captain McKinney. Yes, sir. 

(The information is as follows:) 


Net differ- 
ence (+) Explanation 
or (—) 


. Pay and allowances_. '—$15, 568.000 | Failure to attain man-year average strength 
provided in personnel plans and transfer of 
dislocation allowance costs of $4,656,984 to 
activity 4. 

. Individual clothing ---. ; | -+-1, 162,000 | Increase in planned gains with partial offset for 

reduction in cost of initial outfit of clothing. 

3. Subsistence in kind ....-----| —8, 252,000 | Failure to attain man-year average strength 
provided in personnel] plans and reduction in 
rates. 

. Movements, permanent change of | +7, 522,100 | Transfer of dislocation allowance from activity 1 

station. and increase in rates for shipment of household 


| goods. 
. Other costs------- oof —959, 000 | Decrease in estimated requirements for mortgage- 
| insurance premiums. 
Planned unprogramed amounts.....--| +16, 094, 900 Difference between plans submitted to Congress 
| | for fiscal year 1956 and current plans as of 
| Jan. 1, 1956. 


REASON FOR FAILURE TO ATTAIN PLANNED MILITARY STRENGTH 


Mr. SHeprarp. Now we have the recent Special Report of Repro- 
graming of Appropriated Funds supplied the committee by the De- 
partment of the Navy on February 16, 1956, in which you say: 

Failure to attain military strength provided in personnel plans resulted in un- 
programed funds. 

What is the reason for this failure to attain the military strength 
you refer to? 

Captain McKinney. By the end of September of 1956 we were 
below our planned strength and approximately $23 million were placed 
in reserve. We are now ahead of that plan and we will be applying 
for reapportionment of those funds, possibly about one-half as it looks 
at the present time. 

Mr. SHEPPARD. What caused the sag at that time in the operation? 

Captain McKinney. That was due to the drop in reenlistments. 
That pulled us down. 

Mr. SHEPPARD. Since then, you have had the benefit of repro- 
graming and intensification of the recruiting effort. 

Captain McKinney. Which brought us back above the line. 
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Mr. SHEPPARD. And this also has an influence upon that appropria- 
tion as represented by the green sheets; is that correct? 
Captain McKinney. That is correct. 


OBLIGATED CARRYOVERS 


Mr. WicGLeswortuH. I understand the chairman has asked you 
for further information, but I am not yet clear why, if there was an 
obligated carryover at the end of 1955 of $63.7 million and an obligated 
carryover in 1956 of $69.7 million, that figure should run away up to 
$119.1 million at the end of 1957. 

You said you had some higher guidance here I do not know just 
what that means. What is the explanation? 

Admiral Hottoway. I am impelled to ask the assistance of the 
> rn or Deputy Comptroller of the Navy for an explanation 
of it. 

Admiral Smirx. By way of comparison, I might call attention to the 
fact that in the 1956 budget the comparable figure was $144 million 
as compared to the $119 million in the 1957 budget. 

Mr. WicGLeswortn. It does not show that in the green sheets you 
have submitted. 

Admiral Smirx. No, sir; because these green sheets are prepared, of 
course, On our present year’s estimate. However, there is a tradition- 
ally greater figure than in the fiscal year following which we make the 
request. 

Mr. WiGGLESworTH. You mean a year ago you estimated a carry- 
over of $149 million? 

Admiral Smiru. Yes, sir. 

Mr. WiaeLeswortH. And now you find it is only $69 million’ 

Admiral Suir. Correct. 

Mr. WicGLeswortH. What was your experience the year before? 

Admiral Situ. I do not have the year before with me. 

Mr. WiceLeswortH. Will you furnish that for the record please 
when you revise your remarks? 

Admiral Sairu. Yes, sir. 

(The information is as follows:) 

In the 1955 budget document the obligated balance carried forward was shown 
as $273 million. This estimate was revised in the following year’s document to 
$99 million and the actual amount as shown in the current document is $64 
million. 

Mr. WiacieswortnH. In other words, you say you think you might 
need as much as $119 million on the basis of experience of one-half 
a year? 

fe SmitH. No, sir. There are two areas of the problem that 
would increase this figure—this $119 million—and make it larger than 
the $69 million for the year previous. One is in the area of funding 
we have out on allotment that we simply do not obligate. We have 
to have a certain amount of extra money to carry on the business. I 
believe that has been explained previously to the committee. That 
amount, as an estimate, could go to $20 million. 

Mr. WiaGLeswortH. Have you always had that? 

Admiral Smita. We have always had that. 

Mr. WiGeGLeswortTH. It is a question now of allotment? 
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Admiral Smiru. No, sir. The money must be in our appropriation 
and we ask you for it in order that the business of this appropriation 
can go forward. 

Mr. WicGLeswortH. Am | to understand you have always had that? 

Admiral Smiru. We have always had that. 

Mr. Wiaeieswortu. Then that cannot be the explanation for such 
an enormous increase. 

Admiral Smrru. I believe in the previous year, in 1956, we had a 
larger apparent discrepancy and it was also indicated we will need 
this extra sum of money to carry on the Navy’s business in this 
appropriation. 

Then there is a second area, and that is although you will note this 
green sheet does not indicate any amount of balance, traditionally 
we will have an unobligated balance. We do not know what it is. 
We believe we will meet our plan and intend to try to meet our plan; 
but in some area, such as not meeting the higher percentage that we 
are aiming for of ratings of enlisted men, we may fail to meet our 
plan and therefore that money would be left. But in our regular 
appropriation we need the money to attempt to meet our plan. 

Mr. WiacGLteswortH. You have given us an estimate of $146 
million and it turns out to be only $69 million. It seems to me that 
the estimate at this time does not mean very much. 

Admiral Smith. It was not a good estimate last year. We feel it 
has every justification this year on the same basis. 

Mr. WiceLeswortn. I do not know just what the chairman asked 
for; but are you going to give us a breakdown of what items make up 
that $119 million? 


Admiral Smiru. Yes, sir; I will supply that for the record. 
(The information is as follows:) 


This amount is made up of estimates for the 1956 and 1957 accounts as follows: 
Total obligated balance carried forward $119, 134, 123 


1957 account 79, 400, 000 
1956 account 39, 734, 123 


In the case of the 1956 account, the $30 million shown in the document as 
prior-year expenditures actually will apply against and reduce the obligated 
balance whereas the detail composition of the schedule would indicate only 
$9,265,877 was so applied. The 1956 amount would thus be reduced to $19 
million. Experience has shown that our expenditures in the third year of an 
account are approximately zero, whereas even this adjusted amount of $19 million 
would indicate that we still have a substantial amount to pay off. 

In the case of the 1957 account, the $79,400,000 balance assumes that there 
will be no unobligated balance of the 1957 appropriation. The appropriation 
request is based on a firm personnel plan, but our experience indicates that com- 
plete obligation of any plan is never achieved. To provide extreme examples, 
in 1953 and 1954 the unobligated balances were in excess of $100 million, It is 
not unreasonable to assume that about $20 million or less than 1 percent of the 
1957 appropriation may not be obligated. On this basis, the actual obligated 
balance carried forward would be closer to $60 million. 

It may be noted that a deviation of 1 percent in the estimate of 1957 expenditures 
against the 1957 appropriation would cause a difference of $24 million in the obli- 
gated balance carried forward. 

The budget estimate given a year ago was based upon a personnel plan which 
would permit the Navy to fulfill its commitments and was then regarded as feasi- 
ble of attainment. Almost at the end of fiscal year 1955 it became apparent that 
the planned end strength for that year would not be met. Therefore, the onboard 
strength at the commencement of fiscal year 1956 was 10,709 less than provided 
for in the plan upon which the fiscal year 1956 budget was based and presented to 
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the committee a year ago. By December 31, 1955, the onboard Navy strength 
had, due to increased recruiting efforts and improv ement in the reenlistement rate, 
increased to a point well above that planned a year ago. However, the pl: inning 
as of January 1, 1956, did not consider that the strength, in terms of man- years, 
planned for a year ago could be met. Accordingly, the more than $15 million to 
which you refer is not the result of overestimate a year ago but rather it repre- 
sents a net difference in the cost of the personnel plan of a year ago and the 
current personnel plan upon which the 1956 column of this budget is based. 


CURRENT OBLIGATIONS 


Mr. Wiaaieswortu. You had available for this fiscal year $2,549,- 
844,000. What are vour recent obligation figures against that total 
availability? 

Captain McKinney. At the end of January, sir, obligations were 
$1,445,377 ,282. 

Mr. Wice.teswortu. Why should your estimate of pay and 
allowances given us a year ago be more than $15 million more than 
you actually needed? 

Captain McKinney. We fell below the program during the first 
3 months and then have been coming back up to a programed number 
of personnel, and we are actually above the line slightly at the present 
time, sir. 

Mr. Wiaeieswortn. I do not think that is a sufficient answer. 
When you revise your remarks please give us some detail on this 
$15 million overestimate that you made a year ago with respect to 
pay and allowances. 

Captain McKinney. Yes, sir. 

Mr. Wice.ieswortH. There are three tables on pages 239, 290, 
and 291 of last year’s hearings. Please give us sufficient data to 
bring those tables up to date when you revise your remarks, so that 
if there has been any material change it may be reflected. 

I have nothing further, Mr. Chairman. 

(The information requested follows:) 


Personnel strength 


| | | | Avi- | | 
| | avy. | Offi- | | Per- 
Offi-| En- | Sub- | Mid-| Avie | Gor | tl00 | sub. | Grand | cent 


| ship- | ation | lofficer 
cers | listed | total | men cadets ‘dates candi-, total | offi- 


| dates | 


oo 


June 30, 1950_.....-....-. Pe 376, sa 
Dee. 31, 1952 800, 680) ¢ 
June 30, 1953 706, 375| 788, 106| 
E 77, 280| 642, 048| 719, 328| 
_...|74, 527] & 654, , 391) 
Aaa, fiscal year 1955_. awh ays L 685, 844) 
Dee. 31, 1955 (preliminary). 73, é § 660, 398) ¢ 
June 30, 1956 72, % 657, 000) 
July 1, 1956 ; 655, 428! 
Average, fiscal year 18... au -|73, 822 : 656, 770) ; 
Fiscal year 1956 budget as passed | 
by Congress: 
June 30, 1955. ............-.-- '74, 000} 591,000) 665, 000) 353} 672, 35: 
I EN ci nink aria Gahi \72, 538| 586, 659 495) 3, 727 266| 666, 761 
June 30, REE ae ee a 72 4, 657, 000) 3, 782 035| 664, 035 
Average, fiscal year 1956 662, 840 176) 670, 016 
Dee. 31, 1956 7 583, 655, 520) 3, 658) 716| 663, 236 
June 30, 1957 |72, 800) 584, 657, 000) 3, 545 223) 663, 223 
Average, fiscal year 1957 7 586, 564) 658, 464) 3, 620 256) 665, 720 


saeesnes. 


“103 0 


5, 972 





PNAS 








74195—56——-17 
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Navy trainer versus trainee ratio for fiscal years 1954, 1955, 1956, and 1957 


Ratio over- 








Fiscal year — Overhead | head to stu- 
dents 
ce aie ee ee | 230, 246 | 82, 519 1:2.8 
ee ee ee ee ee oe ee Cue H 245, 521 | 87 755 1:2.8 
mae Ce ne sae 259, 154 90, 224 1:2.9 
oo ee Fe ee ee eee ee ----| 253, 254 90, 726 1:2.8 








Norte.—The fiscal year 1954 through 1957 figures in the training load contain not only general, fleet, med- 
ical, and air training but also Reserve personnel in pay units for training. The overhead personnel inelude 
Navy military personnel, civilians, and military personnel of other services, 


Number of medical and dental officers per thousand personnel 
- ° ay aed 
| Fiscal year 


7 .| Fiscal year 4 ee 
1956 average | June 30, 1956 | June 30, 1957 


1957 average 





SE TOD ee ime OR hee 3.59 | 


3. 3. 26 
Se Na sch no das kp pebtebarirense > senbes nal 2.08 | 2. 00 


3. 26 
2. 07 2.00 


ERROR IN PRINTED BUDGET 


Admiral Smit. There is an error in the printed budget, Mr. Chair- 
man. Personnel strength does not appear in the green sheet but in 
the committee print, page 89, will appear the same figures as appeared 
in the printed budget. 

I would like to insert——— 

Mr. Wieciteswortu. What figures do you refer to? 


Admiral Sairu. I refer to the figures of strength on page 89 of the - 


printed budget. The average number and the fiscal year end num- 
ber for 1957 are shown on that page. 

Inadvertently there was an error in the printing of the President’s 
budget, and I am authorized, by the Secretary of the Defense’s Office 
and by the Bureau of the Budget to correct those figures. 

I have a breakdown comparison to insert in the record if you choose. 

Mr. SHepparp. Insert your corrections in the record and supply 
the committee clerk with a copy of it so we will have working knowl- 
edge as we go along here. 

(The information referred to is as follows:) 

The following information is submitted concerning the Navy strength figures 
for fiscal year 1957, which are erroneously printed in the President’s Budget, 
versus the corrected strength figures which will be used by Navy witnesses. 
For ease of comparison these figures are shown below in tabular form: 
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|As printed in Correct 





President's Navy Difference 
budget strengths 
1957 average strength: 
Officers _ __. : 71, 900 71, 900 
Enlisted _. Z - 586, 564 586, 564 
Subtotal E 658, 464 658, 464 
Midshipmen. .-.- 3, 620 3, 620 
Aviation cadets 1,773 1,773 | 
Enlisted officer candidates: 
OoGe:..*. Pid : 3 1, 333 | +1, 333 
AOCS... , ‘5 Sat Sod SS pw i 5 530 | +530 
Total__. | 663, 857 665, 720 +1, 863 
1957 end strength: | 
Officers... _.. , . pothte ake hatte 72, 800 72, 800 
Enlisted ___- ‘ Sean 7 ‘ 584, 200 584, 200 } 
Subtotal ed : . a ae 657, 000 657, 000 
Midshipmen... ie = | 3, 545 3, 545 
Aviation cadets 1, 630 1, 630 
Enlisted officer candidates: 
Oocs. se 52s thd ue 518 +518 
AOCS t : ; ; 530 +530 
Total Adoterdtll beitietin td daide a era 662, 175 663, 223 +1, 048 


Mr. WiceL_eswortsa. Off the record. 
(Discussion held off the record.) 


Pay AND ALLOWANCES 


Budget activity No. 1—Pay and allowances 


- | | Difference (+), 
No. Project 1955 actual | 1956estimate | 1957 estimate | 1957 compared 
with 1956 


1-A | Officers Jd $514, 204, 977 | $559, 456, 200 | $554, 104, 500 | — $5, 351, 700 
1-B Enlisted personnel_. 1, 572, 417, 405 1, 573, 751, 600 1, 602, 282, 300 | +28, 530, 700 
1-C | Midshipmen... -_. 5, 361, 723 6, 403, 800 | 6, 489, 000 | +85, 200 
1-D | Aviation cadets____- : 4, 639, 363 4, 515, 400 | 3, 360, 600 —1, 154, 800 
1-E | Officer candidates. -- es } . aa 1, 403, 500 +1, 403, 500 
1-F | Aviation officer candidates... - Ay si] 506, 100 | +506, 100 


Total obligations payable 
| from appropriated funds 2, 096, 713, 468 2, 144, 127,000 | 2, 168, 146, 000 


| | , 144, 146,000 


24, 019, 000 


Mr. SHepparp. We will turn to ‘Military personnel, Navy, pay 
and allowances,” reflected on page 9 of the justifications, where I 
find your actual appropriation for the year 1955 was $2,096,713,468, 
and in 1956 you are estimating $2,144,127,000, and your catimate 
for 1957 is reflected as being $2,168,146, 000, which shows a net 
difference of $24,019,000 more—‘Military personnel, Navy.’ 


OFFICERS 


We will pick up the first item, 1—-A, ‘Officers,’ where you reflect 
in the right-hand column a decrease of $5,351,700. Give me an 
ong of the decrease. 

Captain McKinney. Lower average number of officers on board, 
sir, which causes that. 
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ENLISTED PERSONNEL 


Mr. Suepparp. Under 1-B, “Enlisted personnel,” you show an 
increase of $28,530,700. What is the explanation for that? 

Captain McKinney. Partly due to an increase in average numbers 
and partly due to an improvement in the rate structure, sir. 


AVIATION CADETS 


Mr. SHepparp. Under 1-D, ‘Aviation cadets,” I find a decrease of 
$1,154,800. What is the reason for that decrease, which is sizable 
in that field? 

Captain McKinney. There is a reduction in the number of aviation 
cadets which will be made up by an increase under item 1-F there, 
aviation officer candidates. 


OFFICER CANDIDATES 


Mr. SHepparp. The next item, 1—E, “Officer candidates,” reflects 
a plus of $1,403,500. 

Captain McKinney. Those numbers previously were carried in the 
enlisted personnel figures, sir. 

Mr. SHepparp. You transferred them to this category and that 
created the difference? 

Captain McKinney. Yes. 


AVIATION OFFICER CANDIDATES 


Mr. SHepparb. Under 1-F, “Aviation officer candidates,” you show 
an increase of $506,100. 

Captain McKinney. That is a new program, sir, which in part 
makes up for the reduction in the number of aviation cadets. It is 
a new source of officer candidates for aviation, sir. 

Mr. SHEPPARD. Last year in your 1956 estimate for incentive pay 
you had $31 million. The same estimate now appears to be $43.8 
million, with $47.5 million being requested for 1957. Why is there 
this large change? That is reflected under project 1-F. 

Captain McKinney. That is in part due, sir, to the increase in 
pay rates allowed for that under the Career Incentive Act, and it is 
partly an increase in the aviation numbers, sir. It is primarily due 
to the increase in aviation numbers. 

Mr. SuHepparp. That covers the complete field of the differentials 
or is there further explanation to it? If so add the additional re- 
quested information. 

Captain McKinney. Yes, sir. In addition, a smaller part of the 
increase is due to having more officers in the higher grades. 


INCREASE IN E-3 GRADE PERSONNEL 


Mr. SHepparp. With reference to project 1—B, there seems to be a 
large increase in the number of enlisted personnel in grades E-3, an 
increase from 63,776 last year to 80,430 this year. 

What is the explanation for that, gentlemen? 

Captain McKinney. There is an improvement throughout the rate 
structure, sir, and we are beginning to pull up to the numbers we 
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should have on board. Actually of people in pay grade E-5 we 
should have something in excess of 90,000 at the present time, and 
we are now beginning to approach those numbers, sir, that we should 
have for a proper distribution. 


INCREASE FOR REENLISTMENT BONUSES 


Mr. SHepparp. I[ notice in comparing your estimates last year and 
this year for reenlistment bonuses and mustering-out pay, there has 
been a sharp increase in reenlistment bonus estimates in the fiscal 
year 1956 and a sharp decrease in the mustering-out pay. I trust 
this reflects a larger reenlistment rate than was anticipated in 1956. 
Is my assumption a proper one or improper one? 

Lieutenant Commander Wetions. The increase in reenlistment 
bonus is due to the category of people that we plan to reenlist; that is, 
noncareer and career. 

As you know, the law provides different rates of pay depending on 
which reenlistment they are coming up for. 

This is a composite rate worked out in detail by the pay grades 
and the percentages that we estimate will reenlist for each term; that 
is, for 2, 4, or 6 years. 

The decrease in the numbers for mustering-out pay came about this 
way: 

In the past we had failed to take into account some people being 
separated who would not be entitled to mustering-out pay, and in 
reviewing our rates and numbers and trying to refine this we made 
certain deductions which were done on the Tole of assumption, but 
we feel they are reasonable and logical. That is, we took out people 
we estimated might previously have been paid a mustering-out pay- 
ment, and therefore would not be entitled to a second one. We took 
out deaths, which we had overlooked before, and we took out retire- 
ments. 

We took out a certain number of naval reservists being released to 
inactive duty whom we felt perhaps had been on active duty and had 
received it once before, and that accounts for the large difference in 
our numbers. You will find the rate is about the same. 

Mr. SHEepparpD. In other words, you have done some refining in the 
operations you have referred to, and you have discovered certain pay- 
ments where you have made revisions and caught up with discrep- 
ancies, and that created the condition I have inquired into. Is 
that it? 

Lieutenant Commander WEttons. Yes, sir. 


COMPARATIVE COST OF OFFICER-CANDIDATE PROGRAM, 1956 AND 1957 


Mr. SHEPPARD. 1—E is a new appropriation, is it not? 

Captain McKinney. Yes, sir. 

Mr. SHEPPARD. I wish you would give some comparative figures 
here on the cost as compared with the 1956 program and put that in 
the record if you will, please. 

Do the same thing with 1-F. 

Captain McKinney. Yes, sir; the same comparison figure. 

(The information requested is as follows:) 








1956 estimates 


| Number | Rate | Amount 
= osc ts sen dhabceeeic iain sci apace a s, pack 

E. Officer candidates: | | 
(1) Basie pay Ls PA ; 1, 302 | $1, 029. 60 $1, 340, 539 
(2) Mileage on separation | 260 79. 34 20, 628 
Total. ...... iiiis Leet Saal sa | 1, 361, 167 

F. Aviation officer candidates: | 
(1) Basie pay P 4 : 366 | 936. 00 | 342, 576 
(2) Mileage on separation an cal 106 70. 00 | 7, 420 
Total. -_~. . - | 349, 996 

E. Officer candidates: 
(1) Basie pay 1, 333 $1, 029. 60 | $1, 372, 457 
(2) Mileage on separation i dds 392 79. 34 | 31, 101 
Total. -; : | 1, 403, 558 

F. Aviation officer candidates ; 
(1) Basie pay 530 936. 00 | 496, 080 
(2) Mileage on separation a eens 144 70. OO 10, O80 
Total. -_- ‘ ‘ ; ; 506, 160 


WORK WITH LEPERS 


Mr. ANprEws. You state various categories for which incentive 
pay is authorized includes aviation duties, submarine duty, parachute 
jumping, duty involving the care of lepers. 

What work is the Navy doing with lepers? 

Captain McKinney. There are a few lepers in the Marianas we 
are responsible for. Actually we are underestimating the incentive 
cost. It is about twice the figure we had in there which was a nominal 
figure from past experience. 

Mr. Anprews. They are at a hospital? 

Captain McKinney. A naval station bospital, sir. 

Mr. ANprews. How many are there? 

Captain McKinney. We have information there are about 4 or 5 
at the hospital in Saipan. 

Mr. Anprews. That is a new duty for you? 

Captain McKinney. No, sir. We have had that right along. 


ASSIGNEMNT OF NAVAL ACADEMY GRADUATES 


Mr. Anprews. I notice you expect to have 864 midshipmen 
graduate during this year. You state 575 will be commissioned in 
the Navy. What becomes of the other 289? 

Admiral Hottoway. They will largely go into the Marine Corps 
or principally to the Air Force, sir. The Air Force gets 25 percent of 
our graduating class up to the year in which they get their first 
graduating class. That is an agreement within the Department of 
Defense between the two Secretaries, the Army participates in it, 
the Secretary of Defense approved it, and the Armed Forces Com- 
mittee is aware of that. 


NAVAL ACADEMY GRADUATES COMMISSIONED AS OFFICERS IN AIR FORCE 


Mr. Anprews. Graduates from the Navy Academy are commis- 
sioned as officers in the United States Air Force? 
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Admiral Hottoway. Twenty-five percent of them are commis- 
sioned as second lieutenants in the United States Air Force. 

Mr. SHEPPARD. One question on that point, Admiral. Are you or 
are you not being reimbursed by the Air Force for the Navy’s cost in 
the preparation of those cadets? 

Admiral Hotioway. I do not think we are, Mr. Chairman. 

My staff confirms that. 

Mr. SHepparp. It is an expenditure that the Air Force will derive 
the benefit for? 

Admiral Hottoway. That is correct. 

Mr. Anprews. How long has this practice been going on, Admiral? 

Admiral Hottoway. It started when I was Superintendent of the 
Naval Academy back in 1949 or 1950, Mr. Andrews. It was an 
agreement made at the time of the Stearns-Kisenhower Board of 
which | was a member of the board; President Stearns of the Univer- 
sity of Colorado was chairman and President Eisenhower was vice- 
chairman. 

The first thought was to pool the two Academies and everybody 
take 33\ percent. 

As a member of the board I earnestly took a position against that 
and we decided that West Point and Annapolis would give to the Air 
Force while they were building up their Air Force Academy and their 
officer cadre in general, 25 percent of our graduating classes from 
West Point and Annapolis. 

Mr. Anprews. Do you expect to continue that practice after the 
Air Force Academy is completed? 

Admiral Holloway. No, sir. That will cease in 1959, sir, when the 
Air Forcee—-—— 

Mr. ANpREws. When the first graduates come off the line? 

Admiral Honttoway. Yes, sir. 

Mr. ANprEws. Twenty-five percent of the graduating class is that? 

Admiral Hottoway. Yes, sir. 

Mr. ANprEws. Who selects the 25 percent? 

Admiral Hottoway. They make the request. They have to be 
volunteers in the first place, and they make the request themselves, 
and there is a carefully evolved criteria which has been developed 
over the last 10 years, or the last 7 years, which spreads the transfer 
through what we call the profile of the class. 

The class is divided first into 3 parts, and the transfers come out 
of all 3 parts so all of them do not come out of either the top, bottom, 
or middle. 

Then there is a second profile. We give the Air Force no more 
physically qualified for flymg men than exists in the profile of the 
whole class so the Navy and Air Force are mutually protected. 

Then we make some gesture toward the men who have previously 
been in the Air Force or whose father is an Air Force man. It is a 
carefully evolved criteria. The man volunteers but it is also con- 
trolled by a carefully evolved administrative criteria which IL pro- 
mulgate as Chief of Naval Personnel. 

Mr. Anprews. That has been a big drain on your source of officers; 
has it not? 

Admiral Hottoway. Yes, sir; it has been. That is one of the 
reasons that vou will find in the record, sir, that I have strongly 
supported the Air Force toward getting an Air Force Academy. 
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Mr. SHEPPARD. It is my understanding, and if I am in error correct 
me, that when the Air Force Academy becomes completely opera- 
tional as such, it will eliminate the present problem to the degree of 
25 percent now being allocated to the Air Force; is that correct? 

Admiral Hottoway. That is correct, Mr. Chairman. However, 
to clarify the situation to the ultimate, I should say that the law 
provides there may be a mutual transfer of 12 percent between any 
of the services when the Air Force Academy gets going full blast. 
We do not know exactly how the criteria will be developed at this 
time, but we will cross that bridge when it comes. 

It will insure, however, there is not a dead loss to any service because 
it is a quid pro quo basis. 


INCREASES IN VARIOUS OFFICER RANKS 


Mr. WicGLeswortu. I notice in project 1—A, officers’ pay and 
allowances, a decrease of about $5,351,700. 

Looking at page 29 of the justifications there are comparative 
figures given by rank for 1956 and 1957. It contemplates an increase 
in the rank of rear admiral (u. h.) 

Admiral Hottoway. Meaning upper half. 

Mr. WieeLeswortH. From 125 to 127, an increase of 4 in the rank 
of rear admiral, lower half, from 143 to 147. You apparently want 
to increase the number of captains by about 540. The number of 
commanders go up, the number of lieutenant commanders go up a 
little, the number of lieutenants go up a little, and you get down to 
lieutenant, junior grade and there is a decrease in number of 5,800 
roughly. The number of ensigns increase. 

Why these increases all along the line except in the rank of lieu- 
tenant, junior grade, and then a large reduction almost to the extent 
of 33 percent? 

Admiral Hottoway. May I speak on that and then I will ask 
Captain Martin to supplement my remarks, 

The Navy has not sm up to its strength in the upper grades over 
the last few years. It is well under the ceilings of aba we call the 
Arends law which assigned upper ceilings to really insure that we did 
not go by percentages in the upper grades. 

If, for instance, the Navy expanded and we went up to, say, 100,000 
or 150,000 officers, double it, we could not increase under the law at 
that same percentage. We are held by fixed ceilings under the 
Arends law. 

These promotions, and they represent a promotion program, 
represent a synthesis of providing career opportunity for our people, 
putting adequate rank commensurate with the responsibility assumed, 
and staying within the pattern of the Officer Personnel Act of 1947 
as amended by the Arends law. 

Actually the reason for less junior lieutenants is because the pro- 
curement of ensigns, 18 months before the midpoint of fiscal 1957, 
was low. An ensign is made a junior lieutenant automatically at the 
end of 18 months. Where the junior lieutenants are low this year if 
we have a big procurement of ensigns this year, 18 months hence there 
will be a large increase in the number of junior lieutenants. 

We are carrying a lot of the Navy’s officer responsibility with what 
we call short-term officers, which actually is a saving to the Govern- 
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ment because these young gentlemen serve for 3 years, finish their 
obligated service, go out, and we are not required to provide a lifelong 
career, retirement pay, et cetera, going in order to give it a dynamic 
complexion. 

I will ask Captain Martin to deal a little more specifically with the 
junior lieutenant numbers which I have dealt with in only general 
terms. 

Captain Martin. Another feature about the junior lieutenant 
numbers, sir, is that these people are being utilized in very important 
jobs in the fleet. We feel that we should give them the rank and 
pay commensurate with that responsibility, and as a consequence in 
this rank alone we have moved back our promotions to get more 
people into that rank earlier where they will be rewarded for their 
just work, sir. That is one of the reasons that this year that will 
show as an increase in addition to the one the admiral just mentioned 
to you. We are moving back and promoting them a little earlier, 
which will change that number, sir. 

Mr. Wiccteswortn. Do I understand there are ceilings for each 
grade of officer? 

Captain Martin. There are ceilings for each grade of officer, and 
those ceilings are tied to the unrestricted line of the Navy. These 
figures that you see are the overall Navy, and they are brought up 
and increased in some cases just by the running mate principle. 

Mr. WiceLeswortu. This seems to be a general increase all along 
the line except for that one rank of lieutenant junior grade. 

What is the picture you present here generally speaking in terms of 
the prescribed ceilings? Are you up to them? 

Captain Martin. We are not up to them. 

Mr. WiaeLeswortH. On the 1957 basis? 

Captain Martin. On.the 1957 basis we are a total of some 400 
below the prescribed ceilings. 

— Wiacieswortnu. Four hundred more promotions could be 
made 

Captain Martin. You could make 400 more promotions but we 
don’t want to do that. We want to phase out the promotions in order 
to give other people the same opportunity as the people coming up 
now, sir. 

Mr. Wiccieswortu. I understand that the end strength of the 
Navy contemplated for fiscal 1957 is 657,000 as compared with 655,- 
428, an increase of about 1,600 if you exclude the cadets and mer- 
chant marine. 

I further understand there is a ceiling which if utilized would per- 
mit a further increase of about 15,000. 

On what basis are the figures you have presented to us at this time 
computed? Are you taking the possible ceiling into effect or exclud- 
ing the possible ceiling? 

Admiral Hotioway. Captain Martin will answer that question, 
sir. 

Captain Martin. This budget does not take into account the addi- 
tional permitted ceiling of an additional 15,000 people that you men- 
tion, sir. 
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INCREASE FOR ENLISTED PERSONNEL 


Mr. WicGLeswortu. Your project 1—B for enlisted personnel shows 
an increase of $28,500,000. Where is that increase reflected in the 
justification sheets? 

Captain McKinney. Back on page 36, sir. 

Mr. Wice.ieswortu. That is a reflection of the principle of just 
what we have been talking about, I take it? 

Captain McKinney. Yes, sir. 

Mr. WiceLesworru. We have been talking about officers, how- 
ever, haven’t we? 

Captain McKinney. Yes, sir. 

Mr. WicGLeswortH. You show here an increase of about 4,300 
people, do you not? 

Captain McKinney. 3,600, sir. 

Mr. WiaGieswortnh. Yes, that is right. That differs from the 
figure I used because it is based on an average figure rather than on 
end-strength basis? 

Captain McKinney. That is correct. 

Mr. WiceLteswortrH. Why do items 1—E and 1—F appear in this 
request when they did not appear in last year’s request? 

Captain McKinney. They were in the enlisted numbers last year, 
sir. 
Mr. Wiaeieswortu. I believe you referred to that in your opening 
statement, Admiral, did you not? 

Admiral Hottoway. Yes, sir. 

Mr. WiaeGLeswortH. What were the corresponding figures under 
enlisted personnel for this work in the current fiscal year? 

Captain McKinney. We can provide that for the record, sir. I 
don’t have it right here with me. 

Mr. WiaeieswortH. How did you build up these figures? 

Admiral Hottoway. The numbers are approximately the same in 
each, Mr. Wigglesworth. We will provide the exact answer to that 
question. 

(The information requested is as follows:) 


Fiscal year 1956 





Begin End Average Gains | Losses 
Officer candidates. -__- beet wend stdee : 1, 073 1, 042 1, 302 2, 609 | 2, 599 
Aviation officer candidates. .._.-- atie ; 0 530 366 1, 460 | 930 


Fiscal year 1957 


Begin End Average Gains Losses 
Officer candidates - -- ee ee 518 | 1, 333 | 4, 046 | 4, 569 


530 530 1, 680 | 1, 680 


Aviation officer candidates-_.__....----- Fictaed | 530 | 
| 





Mr. Wicciteswortnu. There has been no change apparently in the 
basic rates for quarters. Those are all fixed by law, I imagine? 

Captain McKinney. By law, yes. 

Mr. WicG.Leswortnh. I believe that is all, Mr. Chairman. 
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Mr. SHEPPARD. Secretary Pratt, before you leave there is one ques- 
tion which I would like to ask you, and I would appreciate your sup- 
plying the answer for the record. 


POSSIBLE DUPLICATION OF NAVY AND CONTRACTOR PERSONNEL IN 
SUPERVISION AND PLANNING 


For some time I have been wondering as to studies you might have 
made or studies you have in progress ‘with reference to the “possible 
duplication of Navy and contractor personnel in the supervisory and 
planning area. 

I have specific reference to the area where the Navy employs a pri- 
vate contractor to supervise and plan certain projects and then uses 
Navy personnel in the same area to generally check on the private 
contractor as well as those actually performing the construction work. 

For example, in Spain, especially at Rota, last year I noticed a 
sizable amount of naval personnel. Yet you have justified the Spanish 
construction program to us on the basis of the work being planned and 
supervised to a large degree by private contractors. 

(The information requested is as follows:) 


INFORMATION SUPPLIED BY THE BUREAU OF YARDS AND Docks 


When the 1957 budget was being considered within the Navy Department, 
it was evident that personnel cuts would have to be made and also that adjust- 
ments in personnel allotted to the management bureaus and offices would have 
to be made. In order to obtain the maximum effectiveness within our personnel 
ceiling, the Secretary established a committee to review personnel requirements. 
The Assistant Secretaries are members. Each bureau and office appeared before 
this committee and justified their overall manpower requirements. Inasmuch 
as personnel reductions had to be made, duplication of personnel was the first 
target of the committee. Requests for additional personnel allocation or major 
readjustments between bureaus and offices and between activities must be con- 
sidered and approved by this committee. 

In both construction and major procurement, the Navy maintains trained 
personnel to assure that the facilities constructed or the material and equipment 
produced will meet the Navy requirements for quality and performance. These 
people are technically trained in their fields. We have not had sufficient personnel 
to staff to the levels we feel to be desirable so there can be no question of duplica- 
tion. 

Spain is not typical of the Bureau’s usual methods of construction. Terms of 
the base-rights agreement with Spain require the use of indigenous labor and 
materials. For this reason, the Bureau of Yards and Docks has had to do several 
things which are a departure from its policies. One of these is the employment of 
a large number of subcontractors. Because of the backwardness of the Spanish 
construction industry and the lack of qualified Spanish construction personnel, 
the Bureau concluded that the only workable solution would be to employ an 
American as the prime contractor and assign to him the management, supervision, 
and inspection of work performed by Spanish subcontractors. In this way 
American know-how could be injected into the Spanish construction program to 
aid and support the effort of the Spanish contractors. The Bureau of Yards and 
Docks has, therefore, contracted with American firms to perform certain fune- 
tions in connection with the Spanish program. The architect-engineers, Spanish 
bases do planning, design, and prepare plans and specifications fer items in the 
program. As the prime contractor, Brown-Raymond-Walsh handle contract 
administration, which includes the management, supervision, and inspection of 
work performed by Spanish subcontractors. Both organizations operate under 
the officer in charge of Bureau of Yards and Docks contracts, Spain. The officer 
in charge has the overall coordination and management of the program, including 
the approval of progress payments. 

Supervisory and supporting administrative personnel presently assigned to 
Spanish base construction are: Madrid, 14; Rata, 3; Torrejon, 4; Zarragoza, 3; 
Sevilla, 3; El Ferrol, 1; Roving, 3. The total is 31. 
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OFFICER CANDIDATE PROGRAM 


Mr. AnprEws. Admiral, I want to ask you about your program 
for officer candidates. I judge it is a new program. You did not 
have an appropriation for 1956 and you have a request for 1957. 

at type program is that? 

Admiral Hottoway. It came out earlier, I believe, probably the 
first day. It is an old program, but it is carried under the officer 
section of the appropriation rather than under the enlisted. The 
officer-candidate program has gone on steadily since the beginning of 
Korea and it is basically around a 4- to 6-month course of instruction 
at the officer candidate school at Newport, where most of the men 
are enlisted as seaman, second class, after they finish college. They 
have been deferred by selective service and they are liable to selective 
service as soon as they graduate. We offer these young men com- 
missions upon the successful completion of officer candidate school. 
We have had thousands of those young gentlemen very successfully 
throughout the Korean period. 

They are commissioned ensigns, United States Naval Reserve, and 
at the end of 18 months junior lieutenants, and their obligated service 
is 3 years, and most of them are returned to civilian pursuits. 

The thing new about it is we have shown it under the section dealing 
with officer personnel rather than under enlisted, as last year. 

Mr. Anprews. Thank you. 


INDIVIDUAL CLOTHING 
Budget activity No. 2—Individual clothing 


Difference 


Project 1955 actual | 1956 estimate | 1957 estimate | FOF —) 1857 


with 1956 


Enlisted personnel $60, 312,660 | $66,577,000 | $54,397,900 | —$12, 179, 100 
Aviation cadets 515,012 | | 66, 000 284, 800 —181, 200 
Officer candidates 242, +242, 700 
Aviation officer candidates " +324, 600 


Total obligations payable from 
appropriated funds 67, 043, 000 55, 250,000 | —11, 793, 000 


Mr. SHepparp. We pick up our next, ‘Individual clothing,” 
reflected on page 16 where your actual appropriation for 1955 was 
$60,827,672; 1956, $67,043,057; request estimate is $55,250,000 re- 
flecting itself into a total decrease of $11,793,000. 


ENLISTED PERSONNEL 


Picking up the first item, ‘Enlisted personnel,’ I find a decrease 
reflected $12,179,100. What are the reasons? 

Captain McKinney. That decrease is due in part to the fact that 
the item for blankets and pillows is now covered under maintenance 
and operating allotments, and partly due to the lower input of per- 
sonnel into the Navy. 

Mr. SHepparD. Do we find blankets and pillows someplace else 
in the appropriation bill? 
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Captain McKinney. Not as line items. They enter the mainte- 
nance and operating allotments. We are trying to break that figure 















































ee out for you in accordance with your request. 
AVIATION CADETS 
ne Mr. SHepparD. Next item, “Aviation cadets,’’ decrease of $181,200. 
er What is the reason? 
he Captain McKinney. That is a lower number than the previous. 
of 
on OFFICER CANDIDATES 
en 
ey Mr. SHepparp. Next item, “Officer candidates,’ shows a plus 
ve $242,700. 
n- Captain McKinney. They were previously carried as enlisted 
ol. personnel, sir, and are broken out as a separate item. 
ly Mr. SHepparD. Next item, “Aviation officer candidates,” an 
inerease of $324,600. 
nd Captain McKinney. That is a new program, sir, as such. 
ice Mr. SHerparp. Insofar as your estimates pertaining to your new 
program, I suppose you have followed the same general principle 
ng of following the mathematics here that you have of other programs 
of like character; is that correct? 
Admiral Hottoway. That is correct. 
SUPPLEMENTARY CLOTHING, RECRUITERS 
Mr. Suepparp. All right, gentlemen, we turn to page 45 of your 
= justification, and we look at the item for supplementary clothing, 
2. recruiters. This was not specifically funded in last year’s budget; 
ad but is part of the recruiting reprograming; is that correct? 
will Captain McKinney. At the beginning of the past fiscal year, sir, 
ine the Secretary of Defense authorized this type of clothing. Therefore, 
+ 200 it appeared as a new item in 1956. We fitted out all recruiters in 
Oe 1956 and consequently in 1957 it was only necessary to take care of 
7" the new recruiters coming on recruiting duty. 
3, 000 Mr. Suepparp. All right, thank you very much. 
— Mr. Wiaeteswortn. Upon what basis is the cost of clothing 
- figured? 
8, Captain McKinney. Those are from the latest current figures 
vas given us by the Secretary of Defense. 
ill Mr. Wiae.teswortu. As of what date? 
Captain McKinney. Those figures are July 1, 1955, the beginning 
of the fiscal year. 
Mr. WiceLteswortn. July 1, 1955? 
' Captain McKinney. Yes, sir. 
ase 
at NUMBER OF OFFICER CANDIDATES 
si Mr. Wiecieswortx. How many officer candidates and how many 
per- 


aviation officer candates are these figures based on? 
Captain McKinney. I did not understand the question, sir. 
Mr. WiaeeLeswortH. You were making a request for $242,700 
for officer candidates under individual clothing, and for $324,600 for 
aviation officer candidates under individual clothing. How many 
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officer candidates and how many aviation officer candidates are these 
figures based on? 

Captain McKinney. That is on total number of 4,045 going through 
the program, sir. 

Mr. WicGLesworrnh. 4,045 what? 

Captain McKinney. Officer candidates, sir, going through the 
program. 

Mr. WicGLeswortH. How many aviation officer candidates? 

Captain McKinney. 1,680, sir. 

Mr. WiceiesworrH. What is the explanation for the smaller 
request for the 4,045 than for the 1,680? 

Captain McKinney. The variation in the rates, sir? 

Mr. Wiccieswortnu. Looking at page 16 of the justifications which 
you have given us. You tell us $242,700 is requested for 4,045 officer 
candidates. You tell me you need $324,600 with respect to 1,680 
aviation officer candidates or about one-fifth of the number. What is 
the explanation? 

Captain McKinney. The difference is in the rate, Mr. Wiggles- 
worth. Where the officer candidates—— 

Mr. WicGLeswortH. Where does that show? 

Captain McKinney. It shows on page 46 and on page 47. At the 
bottom of page 46. 

Mr. WicGLeswortnH. Continue with your explanation, please—I cut 
vou off. 

Captain McKinney. Those are the rates prescribed, sir, by the 
Secretary of Defense. 

That $60 is obtained from the fact that it is a lower amount because 
a good deal of that clothing is salvaged clothing, organizational 
clothing, that we use for the officer candidates. Whereas, for the 
aviation officer candidates they are provided a bag of clothing which 
amounts to that amount, $193.25. 

Mr. WiccLeswortu. Where is that shown? Is that on page 46? 

Captain McKinney. The items of clothing, sir? 

Mr. Suepparp. He asks you where it shows on your justification, 

Captain McKinney. It shows on page 47. 

Mr. WiaeLteswortH. What you are saying is that it takes $193.25 
to provide clothing for an aviation officer candidate and any other 
officer candidate you can fit out for $72; is that right? 

Captain McKinney. Sixty dollars, sir. 

Mr. WiceLtesworrn. Are these figures arrived at in the light of 
stocks on hand? 

Captain McKinney. That is correct, sir. The $193—yes, sir; 
that is on the basis of stocks and present prices and amount of the 
prescribed bag authorized. 

Mr. WiaaLteswortuH. It may be here, but I do not see it. 

Captain McKinney. To make that clearer, in the officer candi- 
dates they have enlisted-type clothing whereas the officer candidates 
described on page 46—the aviation officer candidates, page 47, have 
officer-type clothes. They are in training a longer period than the 
officer candidates who have the enlisted-type clothing. 

Mr. WiacieswortH. Do you have any clothing on hand now? 

Captain McKinney. Yes, sir. 

Mr. WicGieswortu. Why do you need 4,045 new outfits for 4,045 
new officers? 
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Captain McKinney. That represents the difference of replacement 
items, sir. 

Mr. WiaeLeswortu. I thought you told me the number of officer 
candidates was 4,045? 

Captain McKinney. We must have clothing sufficient for—the 
$60 rate represents the—— 

Mr. Wiecieswortu. I am not talking about the rate, it is the 
figure 4,045. 

Captain McKinney. Let me check that a moment, sir. 

Mr. Wicc.Leswortn. I do not want to take too much time on this 
but it seems to me you ought to be able to tell us how many people 
you have to clothe, the equipment on hand, the difference, and the 
rate. 

Captain McKinney. The $60, sir, is obtained by past experience. 

Mr. Wiac.ieswortu. Let us leave the rate aside. I am trying to 
find the personnel to be outfitted. 

Captain McKinney. 4,045 men will have gone through the pro- 
gram, sir. 

Mr. WiaGLeswortu. All told? 

Captain Mckinney. All told. 

Mr. WicGLteswortu. Why not deduct the number of clothing out- 
fits you have on hand now in making the computation? 

Off the record. 

(Discussion off the record.) 

Lieutenant Commander Wetions. 4,045 new people is the input 
into the program. 

Mr. WicGieswortH. How many outfits do you have on hand for 
those 4,045 people; in stock? 

Lieutenant Commander WELLoNns. We do not have that informa- 
tion, sir. 

Mr. Wiaeieswortu. How can you arrive at what you need? 

Lieutenant Commander WEL.Lons. This is what the average cost 
has been to outfit each new man that comes into the program. This 
does not represent a full bag of clothing, sir. As people go out of 
the program their clothing is reclaimed and those items that can be 
renovated, altered, and made serviceable for other people coming in 
are reissued in order to keep the cost down. 

Mr. Wiaeieswortu. Off the record. 

(Discussion off the record.) 

Mr. Wiaeieswortu. How do you arrive at the figure 4,045? 

Lieutenant Commander WeEttons. 4,045 is the number of people 
that are in the personnel plan that we intend to put into this program 
in fiscal 1957, sir. 

Mr. WiaeieswortnH. Then you estimate without really knowing 
what we have on hand in this field at all, that on the basis of some 
yardstick of experience it will require around $60 per man to take 
care of a group of men? 

Lieutenant Commander Wettions. To take care of each man. 

Mr. WiaeLeswortu. On the average. 

Lieutenant Commander WE.tons. Yes, sir. 

Mr. WiceLeswortu. That is all this figure is? It is a guess based 
on experience? 

Lieutenant Commander Wettons. Yes, sir. 

Mr. Wiaateswortu. Off the record. 

(Discussion off the record.) 
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SUBSISTENCE IN KIND 


Difference 
(+) or (—), 
1955 actual | 1956 estimate | 1957 estimate} 1957 com- 
pared Sys 
19 


$167, 847, 372 | $160, 963,000 | $161, 244, 000 +$281, 000 





Mr. SHEPPARD. We will pick up the next item, budget activity No. 
3, “Subsistence in kind,” reflected on page 21 of your justifications in 
which I find your actual in 1955 was $167,847,372; your estimate in 
1956 was $160,963,000, and your 1957 estimate is reflected as being 
$161,244,000. This reflects an increase of $281,000. 


INCREASE FOR OPERATION DEEP FREEZE 


Mr. SuHepparp. Will you explain the increase, please? 

Captain McKinney. The major portion of that increase is due, 
sir, to the Operation Deep Freeze, for the forces operating in the 
Antarctic. 

Mr. SHEepparD. What is the comparison of costs between 1956 and 
1957 in this category? 

Captain McKinney. In the Deep Freeze item, sir? 

Mr. SHEPPARD. Yes. 

Captain McKinney. In 1956 we had nothing in and in 1957 we 
have $1,841,601. There are some reimbursements from that, sir, so 
that the net increase is $1,400,000. 

Mr. SHepparD. I see. That is made possible in your expenditure 
category plus your reimbursements and your deductions taken there- 
from; is that correct? 

Captain McKinney. That is correct, sir. 


RATION COSTS 


Mr. Suepparp. I notice reflected here a difference in your sub- 
sistence. For example, take the Navy and Marine Corps. Shore 
Navy reflected at $1.05 and Marine is $1.01, and your shore overseas 
is Navy $1.14 and your Marine $1.12. Why is the Marine Corps 
capable of buying their requirements for less, apparently, than the 
Navy? What is the answer to that, gentlemen? 

Captain McKinney. Mr. Chairman, we have Captain Johnson 
here from the Provision Supply Office prepared to answer that ques- 
tion. 

Captain Jonnson. Mr. Chairman, I am Captain Johnson, Provision 
Supply Office. 

In direct response to your question, sir, I would not like to be in 
the position of comparing the methods that the Marine used in 
developing their figures with the methods which we employ in de- 
veloping ours. 

Our costs represents the priced out ration under the act of March 2, 
1933. 





271 


Mr. SHEPPARD. Am I to interpret from your remarks so far that the 
differential could be that of computation by bookkeeping our just 
what? There is a natural difference in money that I am reaching for. 
I am not critical of one branch of the service over another. The 
logical question I might have on the floor is the Marine Corps can 
provide it for $1.01, why does it cost the Navy 4 cents more? 

Captain Jounson. It is a good question. The actual difference 
does not exist. They can buy no cheaper than we can buy food and 
I like to feel that they feed approximately the same kind of messes 
that we feed. There is a difference in our absenteeism and the methods 
by which we compute. We are now on a head count and that $1.05 
represents the per plate cost of every man fed, whereas some of the 
other services, sir, use various types of methods of obtaining absen- 
teeism which are not finite in their final determination of the numbers 
fed. 

In the case of the Marine Corps, they use a percentage of absen- 
teeism. I am confident their figures are right but the difference, if 
you apply the 11 or 12 percent absenteeism the Marines use to our 
figures you would find under comparable situations we are practically 
the same. 

Mr. SHepparD. In other words, there is no question of buying 
propensities involved in the situation, but it is a question of analyzing 
the absentees and percentage which brings out the differential so far 
as the figures I inquired into. 

Captain Jonnson. That is right. 

Mr. WieateswortH. What has been your actual experience 
to date? 

Captain Jonunson. Our actual experience to date, sir, is the cost— 
we are showing right now, sir, ashore United States $1.0518, 

Mr. WiGcGLeswortH. How about overseas? 

Captain JoHnson. $1.1434. 

Mr. WiceLeswortnh. Afloat? 

Captain JoHnson. $1.2105. 

Mr. Wiae.ieswortH. At hospital messes? 

Captain Jounson. The hospital messes, we pay what is billed to us 
on that and it corresponds to $1.05 and $1.14, sir, approximately. 
The hospital rates, we always budget for the hospital rate the same 
as the overseas ashore and the continental cost of messes. Experience 
has shown that is about what the hospital bills. 

Mr. WiaeLeswortu. Give us, please, another year on the table in 
last year’s hearing at page 260 where the rates are broken down. 

Captain Jounson. I have that. 

Mr. Wiee.teswortu. To reflect 1957? 

Captain Jounson. We have 1955, 1956, and 1957. 

Mr. Wiaeteswortu. Without objection I would like to put that 
in the record. 

(Information referred to follows:) 


74195—56——-18 
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Ration costs broken down as to raw-food costs, transportation, and loss, and addition 
for butter 





Ashore, 
United | 
States | 


Ashore, | 
overseas 
| 


Afloat 


Fiscal year 1955 (actual cost): 
Raw-food cost-._- putas vel ai $1. 0436 $1. 1283 $1. 1754 
Addition for butter_ ea ] j | . 0236 | . 0236 . 0236 
Transportation and loss__.....-.......---- tiene eid - 0105 | .0113 . 0277 


Total__- ‘3 Ldakad texeimite ’ 1. 077 1 1 1632 | 1.2267 


Fiscal year 1956 (based on 3 months’ experience, preliminary): | tn 
Raw-food cost : eae : : . 1.0177 | 1. 1085 1, 157 
Addition for butter puke 0236 | . 0236 me 0236 
Transportation and loss : 105 | 0113 . 0295 


Total. : is BL wad St L 1. 0518 | my 1434 | kL 2105 


Fiscal year 1957 (budget rates): 
Raw-food cost. _- ; , oe 1. 0159 1.1051 | 1. 1469 
Addition for butter- ; i . 0236 . 0236 | . 0236 
Transportation and loss__- iébooea biked paue« else . 0105 .0113 | . 0205 


Tome. /.- : ; wf a ' : i 0500 wheoets 1. 2000 


Mr. WiceLtesworrs. As a matter of fact, the rates are coming 
down a little. 

Captain Jonnson. That is correct, sir. It is significant that our 
rates have been coming down, sir, almost identically with the Bureau 
of Labor Statistics index 

Mr. WiacLeswortu. I have no further questions, Mr. Chairman. 


MoveMENts, PERMANENT CHANGE OF STATION 


anne ae No. ve -Movements, Rerepnent pang? of station 


+ Difference 


1956, 1957, | 1957 com- 
estimate estimate pared with 
1956 


Project 1955, actual | 


4 | Movements, permanent change of sta- | | 
tion... sNaseneeeil $85, 208, 202 | $89,910,000 | $82,846,000 | —$7, 064, 000 


Mr. Suepparp. All right, gentlemen, we pick up our next budget 
activity reflected as No. 4, Movements, permanent change of station,”’ 
reflected on page 23 of the justifications. 

Mr. SHepparp. I find your actual expenditure in 1955 was 
$85,208,202; in 1956, $89,910,000 and 1957 your estimate is 
$82,846.000. This reflects a differential or sidihion of $7,064,000. 
Will you explain the decrease, please? 

Captain McKinney. Mr. Chairman, that is largely due to the 
decrease in number of enlisted personnel in 1957 as related to 1956. 


COMPARISON OF MOVEMENTS, CHANGE OF STATION 1956 AND 1957 


Mr. SHepparp. Could you give us a comparison of movements, 
change of stations, between 1956 and c ontemplated 1957? 

Admiral Ho.ioway. Yes, sir. If the chairman will recall, sir, the 
first day I pointed out that pursuant to direction of the committee 
and the interests of the Congress, we have introduced recordkeeping 
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that lets us see the nature of permanent change of duty and the first 
returns are coming in and it will show us areas in which we can effect 
further improvements, and I think when Captain McKinney said 
this was due to less in this personnel he meant less newly procured 
personnel because we found that 75 percent of our permanent change- 
of-station cost was the diacharie of one man and paying his way 
home and bringing a new man on board and traveling him to the fleet. 
That is our major cost in permanent change of station. The reduction 
in replacement of enlisted personnel in 1957, I think, is the main 
thing reflected in this reduction. 

Captain McKinney. That is correct. 

Mr. SHEepparpD. In other words, the efficiency of surveying a ne w 
operation has created a more favor able appropriation request for 1957 

Admiral Hotutoway. Yes, sir. 


SHIPMENT OF AUTOMOBILES 


Mr. SHeppParpD. I find reflected your MSTS rates for shipment of 
automobiles which have increased sharply from those programed last 
vear. For example, rate for officers increased from $187 to $238 
and enlisted from $175 to $206. I will appreciate it very much if you 
will advise us why the increase in this particular function. 

Captain McKinney. There was a 20 percent increase in MSTS 
rates, sir. 

Mr. SHerparD. That takes up the differential to which I have 
referred? 

Captain McKinney. Yes, sir. 

Mr. SHEPPARD. When was that effective? 

Captain McKinney. July 1, 1955, sir. 

Mr. Suepparp. What else would be contributing to that aside 
from the change of rates, because I do not think the change of rates 
would absorb the complete differential? I may be in error, however. 

Captain McKinney. The additional increases would be due to 
longer hauls, sir. That is based on our experience from past billings. 
We have found those costs are going up and presumably the cars are 
being hauled longer distances. 

Mr. SHEPPARD. | have no right to assume here that the recent 
increase in freight rates would be reflected in the MSTS to the same 
degree. That is a correct assumption; is it not? 

Lieutenant Commander WeLuLons. That is correct. 

Mr. Suepparp. Apparently if that were the case you would find a 
definite increase above what you presented here. The freight-rate 
increase was a considerable percentage. [ do not recall the amount 
immediately. 

Mr. Anprews. On page 51 you show a rate for officers’ automobiles 
to be $238.05, enlisted men $206.29. What does that rate mean? 

Captain McKinney. That is actual cost of hauling one car, sir. 
The reason for that variance there is partly due to the fact that the 
average tonnage measurement of an officer’s car does run higher than 
for an enlisted man’s car. The officers have slightly larger cars, but 
the greater portion of that increase we presume is due to the greater 
distance the cars are shipped on an average. 

Mr. Anprews. This is average rate? 

Captain McKinney. Yes, sir. 

Mr. AnprEws. That is all. 
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REPROGRAMING FOR DISLOCATION ALLOWANCES 


Mr. Wiecitesworts. How much did you receive for this budget 
activity a year ago? 

Lieutenant Commander Werttons. A year ago, sir, the Navy 
received $82.4 million in this budget activity. 

Mr. WiaeLeswortu. You are adding $6.6 million from some other 
appropriation? 

Lieutenant Commander Wetuons. Yes, sir. The dislocation allow- 
ance has been shifted in this budget to activity 4 from activity 1 and 
we now show in our 1956 column $89,910,000 and that includes 
$4,800,225 transferred from activity 1, so that we make comparable 
figures in this budget. The reason for shifting that was to provide 
a more accurate picture of what it actually cost to move people. 

I might add, sir, that the money will still be spent from activity 1 
and will not necessitate reprograming of these funds this year. 

Mr. WiaeGLeswortH. How did you come to underestimate to the 
extent of $7,500,000 on this one? 

Lieutenant Commander Wxtuons. I do not believe we under- 
estimated, sir. When we came before the committee last year we 
had a budget request for about $86.9 million and—— 

Mr. WieGteswortH. And you found you needed $89.9 million. 

Lieutenant Commander WELLons. Yes, sir; that is right, but the 
$89 million now includes the dislocation allowance being transferred 
back to this activity. We are about $2,100,000 higher than was 
given us in this activity plus the dislocation allowance last year, sir. 

Mr. WiceLeswortH. How much does the dislocation allowance 
amount to? $4,456,984; is that right? 

Lieutenant Commander Wettons. That is the amount we now esti- 
mate, sir. When we were before this committee last year we had an 
estimate of $5,483,695. 

Mr. WiceLeswortu. I have no further questions, Mr. Chairman. 


OTHER Costs 


Budget activity No. 5—Other costs 


Difference 
(—), 1957 
compared 
with 1956 


No. Project 1955 actual | 1956 estimate | 1957 estimate 


5 | Other costs $1, 548, 120 $1, 957, 000 $1, 914, 000 — $43, 000 
| 


Mr. SuHepparp. All right, gentlemen, we turn to page 25 of the 
justifications, budget activity No. 5, “Other costs.” Under this title 
your actual for 1955 was $1,548,120; 1956 estimates $1,957,000, and 
your estimate for 1957 is $1,914,000, reflecting a decrease of $43,000. 

ow me a general statement as to why the decrease in this function, 
please? 





Captain McKinney. That is primarily a decrease in interest on 
deposits placed by enlisted personnel with the paymaster. 


ACTIVITY IN MORTGAGE INSURANCE PROGRAM 


Mr. SHepparp. How much activity has there been in the mortgage 
insurance program? Estimate for 1956 dropped from $187,000 last 
year to $170,000. 

Captain McKinney. We find it is going up and we underestimated 
this year and next year, too. In 1956 it will be on the order of $225,000 
and in 1957 it will be up close to $450,000. We did not have that 
information at the time this budget was made out. 

Mr. SHEPPARD. In the absence of being prepared to budget for your 
requirement, and you now realize you are going to have the require- 
ment, where are you going to get the money? 

Captain McKinney. We will have to do some reprograming sir, 
hoping that some of these other items 

Mr. SHeprarD. What type? What are you going to take from in 
order to add here? 

Captain McKinney. We do not know, sir, until the time comes. 

Mr. SHepparp. That will be determined, I suppose, by the financial 
idiosyncrasies which might develop between now and then; is that 
correct? 

Captain McKinney. That is correct. 

Mr. SHeprarp. I wanted to be sure. I presume you gentlemen 
are confronted with many of them from time to time; are you not? 

Captain McKinney. Almost daily, sir. 


PERSONNEL DEVOTING FULL TIME TO NAVAL RESERVE PROGRAM 


Mr. SuepparpD. Formerly we have had a breakdown in the record 
or a table, rather, showing the charge on cost of full-time personnel 
in the Naval Reserve program, and I wish you would supply the 
record at this point with the same information. 

Captain McKinney. We have the information here. 

Mr. SHepparp. Very well. Insert it in the record at this point. 

(Information referred to follows:) 


PERSONNEL DevotTine Futt TIME To THE NAVAL RESERVE PROGRAM 


This group is composed of 1,439 officers and 12,599 men in the TAR program 
(training and administration of the Naval Reserve) plus 847 officers and 4,308 men 
in Regular Navy billets whose full time is devoted in support of the Naval Reserve 
program. An additional component not tabulated below is the undetermined 
number of officers and men throughout the Navy who are devoting a portion of 
their time in support of the Naval Reserve program as part of their regular duties, 








Number 








Basic pay, officers: { 
Rear admiral (uh) ax shat scat piste — ‘ 2 | $12, 916. 80 $25, 834 
Rear admiral (Ih) eda iinsmen as8 2! 11,293.00 | 22, 586 
RN al ncteasck tari ign wus eee , | 8, 980. 00 889, 020 
Commander. ---. ira AF. i *6 314 | 6, 920.00 | 2, 172, 880 
Lieutenant commander -- sawdiaks pee 898 | 6,303.00 | 5, 660, 094 
Lieutenant ee ¥ Tetisee 3. 1-< 45 i5tt 694 | 5,315.00 3, 688, 610 
Lieutenant (jg) : ae ¢ 3, 925. 00 757, 525 
Ensign eas aa ie ‘ } 44 2, 901. 00 127, 644 
Warrant officer. ___.-- Wadi tend ttt ce ana hy wna 40 4, 658. 23 186, 329 

ieee. 5i5-32 ‘ 4 jutdhdadad abba ’ i 2, 286 5, 918. 86 13, 530, 522 


Basic pay, enlisted: 
Pay grade: 
E-7 2, 955 3, 445. 00 10, 179, 975 
E-6 1 ; ‘3 i ald 4, 094 2, 795. 00 11, 442, 730 
c- i ‘ 1 tel ae 4, 671 2, 275. 00 10, 626, 525 
c- i f 3 3, 365 1, 786. 00 6, 009, 890 
E-3_.- Paws vebend =a . 1, 233 1, 357. 00 1, 673, 181 
—% ; be nated - 589 1, 951. 00 619, N39 


4), 551, 340 


Total Pein e aie , 16, 907 2, 398. 49 


Total estimated basic pay cost fiscal year 1957 4st ica ean eeeneey 54, 081, 862 


This estimated cost of basic pay for personnel devoting full time to the Naval 
Reserve program is included in the basic pay schedule for officers and enlisted 
personnel shown in the budget estimate for fiscal year 1957. : 

Items not included in the above tabulation are listed below: 

(1) Allowances, such as incentive pay for hazardous duty, basic allowance for 
subsistence, basic allowance for quarters, personal monev allowance for flag 
officers, special pay for physicians and dentists, special pay for sea duty, cash 
payment for unused leave, separation and severance pay for physical disability, 
mustering-out pay, mileage on separation, severance pay for failure of promotion, 
reenlistment bonus, and clothing allowance for officers. 

(2) Individual clothing, such as for enlisted personnel on first reporting, on 
advancement to pay grade E—7, and cash maintenance allowance for clothing for 
enlisted personnel. 

(3) Subsistence in kind. 

(4) Movements, permanent change of station, such as travel from home to 
first duty station; travel between duty stations; travel of dependents; packing, 
crating, handling, temporary storage, and transportation of household effects; 
and dislocation allowance. 

(5) Other costs, such as death gratuity, interest on deposits of enlisted personnel, 
and payment of mortgage insurance premiums. 





Seah hint cece 


Monpay, Marcu 5, 1956. 


RESERVE PERSONNEL, NAVY 


WITNESSES 


VICE ADM. JAMES L. HOLLOWAY, JR., USN, DEPUTY CHIEF OF 
NAVAL OPERATIONS, (PERSONNEL) AND CHIEF OF NAVAL PER- 
SONNEL 

REAR ADM. WILLIAM K. ROMOSER, USN, ASSISTANT CHIEF OF 
NAVAL OPERATIONS (NAVAL RESERVE) 

CAPT. CECIL G. McKINNEY, USNR, COMPTROLLER, BUREAU OF 
NAVAL PERSONNEL, OFFICE OF THE COMPTROLLER 

REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 


Program and financing 
| 1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 


1. Reserve personnel . j $64, 811, 493 $81, 732, 000 $87, O89, 000 
2. Reserve officer candidates 7, 014, 209 7, 726, 000 7, 911, Q0O 
Total obligations___- 71, 825, 702 89, 458, 000 95, 000, 000 
Financing: 
Unobligated balance no longer available is 6, 274, 298 2, 353, 000 
Appropriation - --- ‘ ; : ‘ 78, 100, 000 91, 811,000 | 95, 000, 000 


Obligations by objects 


j 
| 


Object classification | 1955 actual | 1956 estimate | 1957 estimate 

| 
01 Personal services: Military oie | $60,503,032 | $75,040,489 | $80, 206, 204 
OR Tiveliws« aa She a 7, 043, 418 8, 271, 754 8, 403, 106 
07 Other contractual services iat 155, 364 198, 310 190, 270 


08 Supplies and materials_- AiR eakeess f tLeasus 4, 123, 888 5, 947, 447 | 6, 200, 330 


Total obligations_. eSoase ase ts : | 71, 825,702 | 89, 458, 000 95, 000, 000 
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Budget authorizations, expenditures and balances 


| 1955 actual | 1956 estimate | 1957 estimate 


B JDGET AUTHORIZATIONS AVAILABLE 


Appropriation 78, 100, $91, 811,000 
Obligated balance brought forward , 287, 15, 987, 425 
Increaae in prior year Onligutjons.....-.. -. oo concn wc ec nce 1, 354, 575 


Total budget authorizations available , 387, 109, 153, 000 
EXPENDITURES AND BALANCES 


Expenditures: 
Out of current authorizations 56, 572, 
Out of prior authorizations 11, 118, 773 


Total expenditures 67, 690, 838 
Balance no longer available: 

U mesugee d (expiring for obligation) 6, 274, 298 

1, 434, 650 

15, 987, 425 


| 91, 387, 211 109, 153, 000 | 121, 800, 000 


Mr. SHepparp. We now take up the appropriation for “Reserve 
personnel, Navy.” 
The appropriations for 1955 were $78,100,000; for 1956, $91,811,000; 
and the estimates for 1957 are $95 million. 
Please make your presentation and general statement, Admiral 
Romoser. 
GENERAL STATEMENT 


Admiral Romosrr. Mr. Chairman, the appropriation ‘Reserve per- 
sonnel, Navy” provides funds to support the personnel costs of Re- 
serve personnel who participate in the various training programs of the 
Naval Reserve and of Reserve officer candidates in training, not on 
active duty. This appropriation request consists of two budget ac- 
tivities: (1) Reserve personnel, and (2) Reserve officer candidates. 

The planning factors used in developing our fiscal year 1957 pro- 
gram are based upon the Reserve Forces Act of 1955. The act pro- 
vides means whereby the continued development of a well-trained 
Naval Reserve will be enhanced. 

Young men joining the Naval Reserve today do so under a 6-year 
enlistment, during which period the men are required to serve 2 years 
on active duty. Until the time they are ordered to report for active 
duty, however, they will participate in a training program of the 
Naval Reserve. 

The drill-pay programs, for which funds are budgeted, are designed 
and operated to further the attainment of a highly trained Naval 
Reserve to meet mobilization requirements. 

The Navy’s Ready Reserve requirement, based on actual calcu- 
lated mobilization requirements, totals 623,000 officers and enlisted 
men. Indications are that this goal will be reached, quantitatively, 
in fiscal year 1959. 

We neither contemplate nor desire that all of our Ready Reservists 
be actively undergoing training in a drill pay status. Emphasis is 
placed on the qualitative training of a few, rather than mass training 
for all. In this way we are able to more effectively produce a Ready 
Reserve of the proper experience and quality, and at the same time 





279 


remain within reasonable budgetary and active duty support personnel 
limitations. 

It is planned that the ultimate enrollment in the drill pay units will 
be only about one-third of the projected size of the Ready Reserve. 
Although currently planned as 216,000, this ultimate enrollment is 
continually under study. If these studies indicate that the qualitative 
requirements of the Naval Reserve can be met with a smaller drill- 
pay program than currently planned, this figure will be revised ac- 
cordingly. 

The Reserve personnel plans provide for a growth in the drill-pay 
strength from 159,691 at end fiscal year 1956 to 165,359 at end fiscal 
year 1957. This growth has been projected with due consideration 
given to known and anticipated sources of growth and attrition trends. 
Enrollments in the drill-pay program will come primarily from two 
main sources: 

1. First enlistments into the Naval Reserve under the Reserve 
Forces Act of 1955. 

2. Personnel returning to civilian life from active duty, ex-regulars 
as well as Reserves, who have a remaining Reserve obligation. 

First enlistments into the Naval Reserve under the Reserve Forces 
Act of 1955 have, in general, been encouraging. For example, in the 
first 5 months after passage of the act, 19,235 were enlisted into the 
Reserve. By comparison, 18,449 were enlisted into the Reserve during 
the same period in 1954. These figures indicate that the overall en- 
listment rate is holding up. In the Naval Air Reserve program, 
however, we have experienced some difficulty in the maintenance of 


squadron strength. In order to overcome this and any other specific 

enlistment difficulty, the Navy is considering utilization of the short 

term a program authorized by section 262 of the Reserve 
1 


Forces Act of 1955, to a limited degree. 

With regard to personnel returning to civilian life from active duty 
during fiscal year 1957 about 80,000 ex-USN and USNR enlisted 
personnel will be transferred from the Active Forces, all with a con- 
tinuing Ready Reserve obligation to fulfill. Although this number is 
smaller than the number transferred in fiscal year 1956, this provides 
a large pool from which to recruit enrollees into the drilling program. 
Every effort is being made to make our drill program more attractive 
to these experienced prior-service men, and to encourage their partici- 
pation in the drilling program, so that they may be further trained 
for higher responsibilities and pay grades as dictated by mobilization 
requirements. 

feel, therefore, that our planned fiscal year 1957 growth in drill-pay 
strength is a reasonable estimate, and represents another sound step 
toward our objective. The increase in the funds requested in this 
submission over the estimated requirements for fiscal year 1956 
reflects this planned growth in the drill-pay strength. 

The requirement for officer candidates under this Reserve appropria- 
tion is rather stable, and includes funds for the direct personnel costs 
of the Naval ROTC, both regular and contract, the Reserve officer 
candidate program, and for the continuation of the Government’s 
obligation to personnel who were enrolled in the Naval Aviation 
College program. ‘The slight increase in funds for fiscal year 1957 
reflects a small increase in the total number of students in the programs. 
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The details of the financing and programing of the Naval Reserve 
have been carefully studied and only essential requirements to support 
our calculated growth expectations in the drilling units and the 
continuation of our officer candidate programs have been included. 

Mr. Anprews. How long do you think it would take to have a 
man ready for fleet service if you brought a man out of the Ready 
Reserves? 

Admiral Romosgsr. The majority of our reservists will have had 
what is equivalent to recruit training and when called to active duty 
should be ready to serve immediately. 


OBLIGATED BALANCES BROUGHT FORWARD 


Mr. Suepparp. I notice you have an increase in obligated balances 
brought forward in here from 1955. The figure was $15.9 million, and 
in 1956 it has increased to $26.8 million; 1957 estimate is $31.8 mil- 
lion. 

Why, please? 

Captain McKinney. It is an obligated balance brought forward. 
There, again, those obligations are in the overall Navy program, these 
figures are in part given to us by higher authority. In this particular 
appropriation we have a great many suballotments out in the field 
and in part we need a cushion to take care of those obligations as they 
come in. That accounts for part of it, sir. 

Mr. SHepparp. What is the difference between the figure given to 
you by the higher echelons and your own figures? 

Captain McKinney. That, again, sir, I do not have here, but | 
can provide it for the record. 


Mr. SHepparpD. Will you supply it, please? 
Captain McKinney. Yes, sir. 
(The information referred to is as follows:) 


Obligated balance carried forward 


1955 actual | 1956 estimate | 1957 estimate 
| | 


| | | 
In budget.-- ? | 15,987,425 | 26,800,000 | —31, 800, 000 
Submitted to higher echelons : 15, 987, 425 18, 212, 000 | 19, 464, 000 
| \ 


NAVAL RESERVE STRENGTH 


Mr. SHepparp. Last year the strength of the Reserve forces for 
fiscal year 1956 was estimated as 169,820, but now it is estimated as 
159,691. Estimate for 1957 is 165,359. 

Why was the objective not attained in fiscal year 1956? 

Admiral Romoser. Mr. Chairman, at this time last year when 
the fiscal 1956 budget figures were justified, the Reserve Forces Act 
of 1955 had not yet been passed; we did not realize exactly what 
provisions would be included in that law. With the enactment of 
that law there were certain programs provided. The Navy chose 
and adopted as the method that it would pursue, the 6-year Reserve 
enlistment which requires a man to serve on active duty for 2 years. 
We took a reestimate. On reviewing, we anticipated that there 
would be a good probability that a great many of these new enlistees 
into the Naval Reserve would decide to take active duty immediately. 
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As a result there would be a slow-down in the buildup of the drilling 
program. However, these people are not lost to the Naval Reserve. 
They go on active duty and serve 2 years. In effeet that is a gain, 
we fe el, to the Reserve program. Qualitatively, itis again. These 
men will have had actually 2 years active duty and will return as 
experienced and seasoned men into the Reserve where they continue 
to have an obligation to serve. 

There was another factor that entered into that reestimation of 
the end-strength numbers in the drill pay program, and that is the 
fact that toward the end of fiscal 1955 there was a concerted program 
to encourage reservists voluntarily to come on active duty and serve 
for a period of 2 years. This was in connection with the Navy’s 
over-all strenuous recruiting drive which was necessitated by the fact 
Onl large numbers of enlistments expired during the current fiscal 

ar. We anticipated that those men, in great numbers, would come 
on active duty temporarily and serve for 2 vears. That was the 
second reason why we downgraded our estimates to 159,000 from 
the 169,000. 

Mr. SHEPPARD. What assurance can you give the committee that 
your objectives will be attained in 1957 to a greater degree than you 
forecast in 1956? 

Admiral Romosrr. Our estimates for fiscal 1957 are based now on 
attaining the reestimated end strength of 159,691, and will build up 
from that to 165,359. It has been slow this year but we anticipate 
by the end of this fiscal year we will have attained our newly esti- 
mated end strength figures and, from there on, we will go up to 163,359. 

Mr. SHEPPARD. The present roll for 1957 is still less than that con- 
templated in the original 1956 estimate. Does this reduction in any 
manner represent a program change or recognition of the Navy’s 
inability to attain personnel in the Reserve program? 

Admiral Romosser. Not at all, sir; no change in the program. One 
is an indication that we do not expect to put people on board. a 
will definitely meet our Ready Reserve requirement by the end « 
fiscal 1959 as planned. 


JUSTIFICATION OF THE ESTIMATE 


Mr. SHerparp. We will insert pages 2 through and including page 
7 in the record at this point. 
(The matter above referred to is as follows:) 


JUSTIFICATION OF ESTIMATES FOR FiscaL YEAR 1957 


Appropriation introduction 


eatalinieieks —- ee. Se. A 
Fiscal year + Fiscal year Fiseal year 


1955 | 1956 1957 
Appropriation or estimates $78, 100, 000 $91, 811, 000 $95, 000, 000 
Net adjustments (transfers, balances, etc.) — 6, 274, 298 — 2, 353, 000 0 
Total] obligations payable out of appropriated funds : 71, 825, 702 89, 458, 000 95, 000, 000 


Estimates are presented to support the personnel costs of Reserve personnel and 
Reserve officer candidates who participate in the various training programs of the 
Naval Reserve. The Navy is dependent on an adequately trained Naval Reserve 
sufficient in size to meet early requirements upon mobilization. 
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The training programs for Reserve personnel consist of periods of scheduled 
drills and annual periods of active duty for training, normally of 14 days’ duration 
either afloat or at selected appropriate shore activities. In addition, special 
training es in excess of 14 days are utilized to accelerate the training of 
personnel in those rates and specialties which have proved to be most critical. 

The estimate provides for the cost of drill pay, training-duty pay, subsistence, 
travel, and other direct military personnel costs for inactive reservists under- 
going training. The personnel plans of the Naval Reserve provide for a growth 
in the average membership of personnel in pay status from 153,691 in fiscal year 
1956 to 161,404 in fiscal year 1957 with an end strength of 165,359 by June 30, 
1957. This growth has been projected with due consideration given to known 
sources of growth and attrition trends. The increase in the membership reflects 
potential new procurement similar to that anticipated in fiscal year 1956, with 
due consideration to the possible effects of the Reserve Forces Act of 1955, and 
gains from personnel released from active military service. This latter category 
includes Reserve personnel, the majority of whom will have obligated service 
and Regular Navy personnel who have completed one period of enlistment and 
will transfer to the Naval Reserve with an obligation of 4 years under the pro- 
visions of the Universal Military Training and Service Act. In fiscal year 1957 
these Regular Navy personnel will provide an extensive source for participants 
in the pay units of the Reserve program. It is anticipated that during this and 
the following 2 years, when there will be no losses through expiring first enlist- 
ments, greater progress will be made toward building to the ultimate planned 
strength. Currently planned as 216,100, this ultimate strength is continually 
under study with the possibility of revision to meet changing requirements, 
The overall personnel plan for reservists in drill-pay status appears on page 4. 

Officer candidate programs encompassing Naval Reserve Officers’ Training 
Corps (both regular and contract enrollees) and Reserve Officer Candidates are 
conducted to provide officers for the Regular Navy, the Marine Corps, and their 
Reserve components. The estimates provide for the pay, subsistence, travel, 
and clothing of officer candidates included in these categories. In order to com- 
plete the obligation of the Government to personnel who were enrolled in the 
Naval Aviation College program, provision is made in the estimates for retainer 
pay of those Naval Reserve officers who have fulfilled their obligated service on 
active duty and who have returned to college as provided for in the law which 
established this program, The average numbers of Reserve officer candidates, 
excluding nonpay students, provided for in the budget estimates appear on page 5. 


Overall plan for Reserve personnel 


1955 actual 1956 estimate 1957 estimate 
. Gece aibeaeeiameaaaid 
Begin | Average End | Average End Average | End 


| 


| 
Personnel numbers: | | | 
Surface, submarine, and spe- 
cial: | 
Enlisted personnel 
Aviation: 
Officers 
Enlisted personnel 


98,239 | 100,714 | 103,947 | 104,803 | 107, 728 


9, 102 9, 762 10, 431 10, 508 | 10, 585 
27, 027 27, 879 28, 731 29,253 | 29,775 


Officers | 13 14,225 | 14,774 15, 336 | 16,582 | 16,840 | 17,271 
| 


GRRL: - Liccecenmnscnss 139, 199 | 143,489 | 149,142 | 153, 691 | 159, 691 | 161,404 | 165, 359 
Attendance factors, active duty 
for training: Percentage Percentage Percentage 
Surface officers _.......-..--- ‘ 92 94 
Surface enlisted personnel. -- . 95 96 
Aviation officers__.......-.---| . 6 95 96 
Aviation enlisted personnel . | < 81 
Participation factors, inactive 
duty training: | 
Surface officers_--...........-- 
Surface enlisted personnel. --- 
Aviation officers_..........~-- 
Aviation enlisted personnel 
| 
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Average numbers of Reserve officer candidates (excluding nonpay students) 


| 
| | +: Difference 


1955 actual | 1956 estimate | 1957 estimate | _1%57,com- 


| 
| pared with 
1956 


NROTC regular students 

NROTC contract students................--. 
Naval aviation college program officer stude nts. 
Reserve officer candidates................------ | 


POR visenererrensersaneevee=neenereceel 14, 136 14, 678 | 


FiscaL YEAR 1955 OBLIGATIONS 


The 1955 column does not include obligations in the amount of $1,350,000 which 
were not recorded as of the date of certification of obligations as of June 30, 1955, 
pursuant to section 1311 of the Supplemental Appropriation Act of 1955 (68 Stat. 
800), but which will require expenditures from this account. These additional 
obligations will eventually be recorded and will meet the criteria of section 1311, 
of the cited public law. 


Summary of obligations by budget activity 





| | 
| Difference 
kA) | P | | 1957 com- 
No. Budget activity | 1955 actual | 1956 estimate | 1957 estimate pared with 
| 1956 


Reserve personnel $64, 811,493 | $81, 732,000 | $87,089,000 | +$5, 357, 000 
Reserve officer candidates... ----...-- 7, 014, 209 | 7, 726, 000 | 7, 911, 000 +185, 000 


1 
2 


Total obligations payable from } | | 
appropriated funds- ---- cette | 71, 825, 702 | — 89, 458, 000 95, 000,000 | +5, 542, 000 
! 





The fiscal year 1957 level of obligations is estimated at $95 millions. This is 
an increase of approximately $5.5 millions over the projected fiscal year 1956 
level and $23.2 millions over the fiscal year 1955 obligations. 

Activity 1—Reserve personnel.—The increase of $5,357,000 in this activity 
results primarily from the estimated increased membership in the Naval Reserve 
and increased participation in drills and active duty for training. The overall 
plan for Reserve personnel is indicated on page 4. 

Activity 2—Reserve officer candidates.—The increase of $185,000 is due to 
increased numbers of students in the Naval Reserve Officers’ Training Corps and 
Reserve officer candidates programs. The average numbers of Reserve officer 
candidates are indicated on page 5. 


REQUESTS FOR NAVAL ACADEMY 


Mr. Norretu. Mr. Chairman, I have a question here I want to 
ask. Jam not sure that it is actually proper at this time; but I have 
been bothered by it a great deal and you maybe can help me. 

I used to have a lot of requests for young men to go to the Army 
and Navy Academies; but for the last 2 or 3 years | have not had 
many requests. In fact, I have not been able to use the appointments 
that I have had. Is that just a temporary matter in my district, or 
would you know anything about that? Is it nationwide, or do you 
know? 

Admiral Hotioway. If the Chief of Naval Personnel may inter- 
polate at that point, I will try to answer that a little bit. 

Actually in the last 2 years the percentage of requests are on the 
upgrade at the Annapolis Naval Academy. Actually the Naval 
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Academy, when the new class goes in, will be so filled that we will 
have a hard time getting any more in. We are well up to the berthing 
and messing and instructional capacity at the Naval Academy. 

Mr. Norreuu. Well so far as my own district is concerned, for 
several years we have not been able to get the requests we normally 
have had. In other words, they apparently have not been interested 
in going to the Academies. 

Admiral Hottoway. May I suggest I would like to help you very 
much. I feel, as former superintendent for 3% years, that I would 
like to help you. 

Mr. Norre.u. Any help you can give me will be appreciated. 

Admiral HoLttoway. We will contact your staff and give you our 
material and also any help we can, because it is contrary to the 
national trend. 

Mr. Norrevvu. Thank you very much. 


RESERVE STRENGTH 


Mr. WigGLeswortu. | understand the end strength you hope to 
reach is 165,359. Is that correct? 

Admiral Romosesr. Yes, sir; at the end of fiscal 1957. 

Mr. WiaGLeswortH. Compared with 159,691 which you hope to 
reach at the end of fiscal 1956; is that right? 

Admiral Romoser. Yes, sir. 

Mr. WiaGLeswortH. That is an increase of 6,000, or around 4 
percent. That is drill-pay status, is it not? 

Admiral Romoser. Yes, sir. 

Mr. WiacieswortH. What about the non-drill-pay status? 

Admiral Romoser. We have 11,800 officers and 2,500 enlisted men 
that are taking the 2 weeks active duty for training. Those are 
individuals in a nonpay status; not in the drilling program. 

Mr. WiacieswortH. That is the overall picture of what you call 
the non-drill-pay status at this time? 

Admiral Romosrr. When I speak of 11,800 officers and 2,500 en- 
listed men, they are people taking active duty training of 2 weeks 
either aboard ship or —— 

Mr. WicGLeswortH. You have put in the record the statistics on 
the drill-pay status personnel. I want to know what the nondrill-pay 
status personnel is over and above that. 

Admiral Hottoway. I am sure what Mr. Wigglesworth refers to are 
the men who are obligated under the present act, enlisted personnel 
who have, after 4 years, 4 years of additional obligation. Those men 
are all subject to call on mobilization. The current number of en- 
listed is somewhere in the neighborhood of 300,000. I will refine that 
for the record. The number of officers available for mobilization | 
will ask Captain Martin or one of my staff to give. 

Mr. WiacLeswortn. Will that number increase in 1957? 

Admiral Romoser. Yes, sir. 

Mr. WiGcGLeswortu. To what extent? 

Admiral Hottoway. I would say roughly to the tune of 150,000, 
because there will be that many people discharged. 

Mr. WiGGLeswortH. You mean the 300,000 will go to 450,000? 

Admiral Hottoway. Somewhere around 400,000. I will refine that 
number for you. 





285 


Admiral Romoser. I can supply the figures in connection with the 
buildup of the Ready Reserve. 

Mr. WicGLeswortnH. I just want to get the overall picture. 

Admiral HoLttoway. We will provide that in detail in the record. 

(The information referred to is as follows: ) 


(a) Estimated strength of the Naval Reserve not on active duty as of July 1, 
1956: 


Officer Enlisted 

Ready Reserve ; He, 79, 100 | 333, 158 
Participating ____- ; 44, 600 | 133, 615 
Paid - os 24, 800 | 131, 178 
Nonpaid - - - --- : ae . 19, 800 2, 437 
Nonparticipating . _- -- ; 34, 500 199, 543 
Standby Reserve 67, 022 4, 700 
Participating 6, 800 1, 700 
Paid _ 2 200 | 1, 500 
Nonpaid ‘ : ; Suckebt- te — 4,600 | 200) 
Nonparticipating i 60, 222 3, 000 
Retired Reserve. -- ; : i 35, 700 | 1, 660 





(b) Expected strength of the naval reserve (as of 1 July) officer and enlisted on 
inactive duty, fiscal year 1956 and 1957: 


Date Officer Enlisted | Total 
Joist ees ci tel on ey) ee es ai 181, 822 | 339, 518 | 521, 340 
July 1, 1957_.- sda 184, 658 389, 815 574, 473 


uo Sghtaljcilbe, 


Mr. Wiacieswortn. As I understand the Reserve picture, there 
is a Ready Reserve which comprises (a) 165,359 people in drill-pay 
status if you succeed in getting them by the end of fiscal 1957 and 
(b) about 450,000 people—400,000 to 450,000 people—who, although 
not in an active drill-pay status, have a continuing obligation to serve 
in case of need. 

STANDBY RESERVE REQUIREMENTS 


I further understand that in back of that there is a Standby Reserve. 
What is the size of that Standby Reserve as at present; and contem- 
plated in fiseal 1957? 

Admiral Romosrr. The Standby Reserve requirements are ap- 
proximately 56,000 officers and 120,000 enlisted. 

Mr. WicGieswortna. As of this time? 

Admiral Romossr. Yes, sir. 

Mr. WiceLeswortn. And what do vou anticipate that it will 
be in the next fiscal year, 1957? 

Admiral Romosrer. We have not calculated what that is, Mr. 
Wigglesworth. It will be approximately the same. 

Mr. WiacLeswortH. The same as it is now? 

Admiral Romosrr. Yes; the law requires that there be a con- 
tinuing screening process. That is being put into effect at the present 
time. The people will be screened out of the Ready Reserve that 
have personal hardships, community hardships, that have special 
skills in a particular industry. Asa result of this screening, the Ready 
Reserve will be in fact a ready pool from which to draw. 

The Standby Reserve will be obtainable only by going through the 
selective-service process if and when needed. 
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Mr. WicGLteswortH. Your goal in terms of the drill-pay-status 
personnel is 216,000; is that right? 

Admiral Romossmr. Yes, sir. 

Mr. WicGLeswortu. That is your ultimate goal? 

Admiral Romoser. That, as I have said, is always under close 
scrutiny for revision. I might say at this point that the Navy’s 
Ready Reserve requirement is based on a calculated mobilization 
requirement with a definite rate and rating structure. 


READY RESERVE GOAL 


Mr. WiaeLeswortH. You tell me that your definite goal is 216,000 
in terms of those in a drill-pay status. What is your ultimate goal in 
terms of the Ready Reserve? 

Admiral Romoser. 623,000. 

Mr. WiaeteswortH. And you expect to reach the goal in both 
respects at about the same time? 

Admiral Romossmr. We expect to meet our Ready Reserve require- 
ment of 623,000 by the end of fiscal year 1959. 


GOAL FOR DRILL-PAY STATUS PERSONNEL 


Mr. WieeLteswortnH. Will vou reach the 216,000 goal in terms of 
drill-pay status personnel at the same time, or before that time? 

Admiral Romossr. We will build up to this. The drill-pay pro- 
gram is primarily to aline the structure of this 623,000 Ready Reserve 
to insure that we have the necessary numbers of petty officers in the 
various ratings to meet our mobilization requirement. Now as we 
develop a Ready Reserve, which has been made up primarily of 
people who have had prior active duty—either people who have been 
on active duty in the Regular Navy for a period of 4 years, or Reserves 
who are on a 6-year Reserve enlistment, who have served 2 years— 
these people come back off from active duty and have a continuing 
obligation to serve. 

Mr. WiceLeswortu. I do not think you have yet answered my 
question. 

Will you reach the 216,000 goal in terms of drill-pay status personnel 
at the same time, before, or after that time? 

Admiral Romossrr. We will attain the numbers that we need in the 
drilling program. 

Mr. WiaeeLeswortH. When? 

Admiral Romoser. I cannot tell you when. This will be under 
study continuously. 

Mr. Wiae.LeswortH. But that is your present estimate? 

Admiral Romosrer. That is our present estimate; however, it is 
being continuously restudied. 

Mr. Wice.teswortu. What is your present goal; at what date? 

Admiral Romosrer. For mobilization, our Ready Reserve require- 
ment is 623,000. But as our Ready Reserve becomes composed 
of more and more people with active service, it is no longer necessary 
to train the entire 216,000. A study is now being made which indi- 
cates that the number 

Mr. Wice.eswortu. I should appreciate it, Admiral, if you will 
try to answer my specific question. You have told us you hope to 
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reach the 623,000 figure by the end of 1959. All I am trying to find 
out is whether you will reach the 216,000 goal within that “total at 
the same time, earlier or later. I want to know what your estimate is. 

Admiral Hottoway. I think it would be correct to say, Mr. 
Wigglesworth, that we intend to meet the 216,000 goal for the drilling 
reserve at the same time we meet the 623,000 for the Ready Reserve. 
And that is subject to refinement by a series of approximations as 
time passes. 

Mr. WiacLeswortH. Thank you. 

As I understand it, if your request for $95 million, is approved you 
will have in terms of appropriations about $3.2 million more than 
you had last year; but, in terms of availability, about $12.7 million 
more than you had last vear. That is correct, is it not? 

Captain McKinney. Yes, sir. 


OBLIGATED BALANCES CARRIED FORWARD 


Mr. Wiaciesworru. The chairman has already asked you, but it 
is not clear to me, about the obligated balance carried forward figure. 
Why should it rise from $15.9 million in 1955 to $26.8 million in 1956 
and $31.8 million in 1957? Someone said something about it being 
influenced by higher authority. It would seem to me that it should 
be just a case of the best estimate vou can make and I have thought, 
generally speaking, that we were — these balances down rather 
than increasing them from year to yea 

Admiral Hottoway. The Chief of Po sonnel must take the respon- 
sibility to answer this question, because it is all under my appropria- 
tion cognizance of Reserve personnel, Navy. And here again | am 
impelled to give the same answer I did this morning, that this figure 
was the guidance from the Comptroller and De puty Comptroller of 
the Navy, who vouchsafed us in the preparing of this presentation, 
and I am compelled to ask their assistance in answering your quest ion, 

Mr. Sueprearp. Admiral Smith, will you take it from there? 

Admiral Smiru. We think that $31.8 million is a reasonable and 
good estimate at this time for the obligated balance carried forward 
into 1957. 

Mr. Wiaeieswortn. Why is it double the figure of 2 years ago? 

Admiral Suiru. The figure shown here of $15,987,425 is the actual 
figure. 

Mr. WieeLeswortu. Why should the estimate be double that? 

Admiral Smiru. There are several factors. One is that the appro- 
priation itself is larger and necessarily there would be a percentage 
increase. The second reason is that when you come to the actual 
experience, 2 years later you will note there will be an unobligated 
balance, one we do not anticipate at this time, but some portion 
of the program would not be obligated. 

Mr. WigeteswortnH. Then it ought not to be carried as obligated. 

Admiral Suir. We estimate it will be obligated and we have a 
program which we believe to be well prepared and have every expec- 
tation of obligation. 

Mr. Wiaeteswortu. I thought you just told me you did not 
expect it would be obligated. 

Admiral Smira. Let me make that clear. Our experience will 
indicate that each year of annual appropriation there will be some 
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ortion of it that will not actually be obligated at the end of the year. 
Ve have quite the best intentions of carrying out that program but, 
by experience, we estimate that a certain part of what is included in 
the $31.8 million will not be obligated. 
Mr. WieeLeswortH. You cannot give us a breakdown? 
Admiral Smirx. Only an estimate. We can make an estimate, 
Mr. Wieetxeswortnu. Have vou been asked to do that? 
Admiral Smirn. Not particularly for this appropriation. 
Mr. Wiaeieswortnu. I wish you would give us the best breakdown 
you can, so that we can see on what thinking this is based. 
Admiral Sarru. I will prepare that. 
This amount is made up of estimates for the 1956 and 1957 accounts as follows: 
Total obligated balance carried forward _--_-_-.------------ $31, 800, 000 


1957 account re 22, 600, 000 
poe S000UUs...ns5 Jy nt Ss cae Aa ites 9, 200, 000 


In the case of the 1956 account, the experience would indicate that this balance 
would normally be about $1 million. The much higher amount reflected in the 
budget document assumes that only a small amount of the 1956 appropriation 
will not be obligated. In comparison the 1953, 1954, and 1955 accounts averaged 
almost $6 million unobligated. 

In the case of the 1957 account, the budget assumption must be that we will 
fully obligate our planned program. As in the case of the 1956 account, in actual 
practice a substantial unobligated balance may be carried forward. This unobli- 
gated balance would be composed of the individual balances in the allotments 
for the many Reserve training activities throughout the country. To fully 
obligate the programs, each activity would have to meet its quota exactly. It is 
necessary, however, that each activity be fully funded for its training quota in 
order that the planned program can be established as a target. 

Mr. SHeprparpD. Your answer leaves it somewhat in the status of 
suspension; that is, if you do not obligate all of the funds, and you 
indicated you did not anticipate you would, there would be a balance 
of funds left in your present vear’s requirement. Now why and what 
process do you follow that will necessitate an unexpended, unobligated, 
and uncommitted balance? 

Admiral Smrrn. We have looked very carefully over this program 
submitted by the Bureau of Personnel and we found it to be a good one 
with reasonable expectation of being met. However, our experience 
shows us—and I simply state that as our experience—that, when we 
estimate, some portion of that estimate will not be carried out; that 
in some respect, to some degree, they will not meet the obligations 
they propose and which they wish to and will attempt to carry out as 
planned and which have received approval of the Office of Secretary 
of Defense. 

Mr. Surpparp. Aside from that, have not you experienced in the 
past a situation where by all of the rules of yardstick evaluation in the 
Reserve program something new has been injected into the picture 
whereby you have not been able to attain that particular number of 
personnel? 

Admiral Smiru. That is correct. 

Mr. SHepparp. When you are dealing in the Reserve field, even 
under the present law and regulations, you still have an assumptive 
situation to deal with. 

Admiral Smiru. Yes, sir. 

Mr. SuHepparp. Is there anyway known to you gentlemen as of the 
moment where you can be more positive in your contemplations 





of the Reserve program and its end result which is immediately 
married to your appropriation request, than presently prevails? 

Admiral Surrx. No; we think this estimate is as solid an estimate 
as we can put forward. 

Mr. SHepparp. So insofar as the sum to which my colleague (Mr 
WwW iggleswortl 1) was referring 1 is concerned, there is a good possibilit: \ 
that because of some eventu: ity, that is not foreseeable at the 
moment, vou will have an unobligated balance. 

Admiral Smirx. That is correct, sir. 


RESERVE PERSONNEL 


Budget activity No. 1—Reserve fgerenn nel 


} or decrease 
—) difference 
1957 com- 

| pared with 


“a . '( 
1956 estimate | 1957 estimate 


| 
od | Increase +) 
Project | 1955 actual | 
| 
| 


1956 
: y | | 
1A | Pay and allowances, active duty for 
COIS, CONE Losi Zo ecc cece snns $10, 054, 034 | $14, 488,980 | $14, 412,372 —$76, 608 
1B | Pay and allowances, active duty for 
training, enlisted personnel. -- , 8, 858, 860 | 12, 176, 394 | 12,812, 393 } +635, 990 
1C | Pay and allowances, inactive duty | | 
training, officers --------- 14, 762,682 | 17,380,084 | 19, 226, 830 +1, 846, 74¢ 
1D | Pay and allowances, inactive duty | | | 
training, enlisted personnel.. | 21,544,218 | 24,830,247 | 27, 634, 866 +-2, 804, 619 
1E | Individual clothing and uniform gratu- =| 
= Se kus ain ; 2, 413, 755 | 2, 874, 857 | 2, 808, 843 — ti, 014 
1F | Subsistence in kind 1, 071, 840 2 587, 407 2, 860, 331 +972, 924 
1G | Travel, active duty for training, officers 1, 668, O73 | 2, 026, 857 1, 970, 973 55, S84 
1H | Travel, active dut y for training, en- 
| jisted WORIOUNNEE 5245 cbc deashascbedda 4, 342, 329 | 5, 217, 174 | 5, 200, 392 | — 16, 782 
iI | Other costs. ......... ee a 95, 702 | 150, 000 | 162, 000 +12, 000 
Tota) obligations payable from | | 
appropriated funds_-_........-.- 64, 811, 493 | 81, 732, 000 87, 089, 000 +5, 357, 000 


Mr. SuHepparp. Let us pick up budget activity 1, Reserve personnel. 

I find your actual for 1955 was $64,811,493; your estimate for 1956 
was $81,732,000, and your estimate for 1957 is $87,089,000, which 
reflects an increase of $5,357,000. 

This total presentation is made up of nine different categories. 
Please explain to me briefly why the increase of $5,357,000 and in 
which category this is going to fall. 

Captain McKinney. In category 1A there is a decrease of $76,000. 
That is due to the reduction in the nonpay officers. We have cut 
that back somewhat. We are cutting back from 15,000 officers to 
11,800 in the nonpay program. 

Mr. SuHepparp. What is the further explanation for the increase? 

Captain McKinney. In 1B “Pay and Allowances, active duty for 
training, enlisted personnel,” there is an increase in numbers. And 
that is true for 1C and 1D. 

In 1E, there is a drop in the individual clothing and uniform gratui- 
ties because of the decrease in the numbers of Reserve officers eligible 
to receive the quadrennial allowance. After the 9th of July those on 
active duty will no longer be able to quality for that money. It is a 
change in the law. 

In 1—F, ‘‘Subsistence in kind,” the increase is due to the increased 
numbers on board. 

In 1—G, “Travel, active duty for training, officers,” the decrease is 
again a decrease in number of nondrill pay officers taking active duty 
for training. 
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In 1-H, “Travel, active duty for training, enlisted personnel,’ that 
is also a decrease because there will be a fewer number of nondrill pay 
enlisted personnel taking active duty for training. 

The “Other costs” are made up of death gratuities, and so forth, 
and is due to the large number of people on board. 

Mr. SHEPPARD. In other words, the major portion of the decrease 
is reflected because of the lesser personnel required in mandatory pay- 
ments under the law? 

Captain McKinney. That is correct. 

Mr. SHepparp. I notice there has been a decrease of approximately 
$1 million in annual tours for officers in nonduty pay status. What 
has happened in that particular field? 

Captain McKinney. The decrease in 1957 is due to the fact that 
there will be fewer officers taking that type of training in this year. 
We had estimated a higher number in 1956 because, in 1955, we had 
held the program down, due to the thought there might be a shortage 
of funds. But we found by actual experience that is approximately 
the correct number of those people who will take this training. 

Mr. SuHepparp. I note there has been an increase in food for the 
duty pay status groups under both officers and enlisted men. 

Captain McKinney. That is due to the increase in numbers. 

Mr. SHepparp. I[ notice there has been a large reduction, from 1,175 
to 575 in the personnel undergoing aviation transitional training in 
new type aircraft. 

Captain McKinney. That is due to the fact that in 1956 we had 
to increase that program very considerably because we had been 
held back up to that time by a lack of aircraft of the proper type. 
That aircraft has now become available this year and that type of 
training will have been pretty well taken care of so that in 1957 
there will not be the need for it. 


INCREASE FOR ANNUAL TOURS 


Mr. Wiaeiesworts. On page 27, item 1B, “Annual tours, training 
pay group A,” I notice an increase of $1 million. Why? 

Captain McKinney. That is due to the increase in numbers and 
the improvement in the grade structure. 

Mr. WiccieswortnH. That is a general answer, but where is it 
broken down? Where is it shown? 

Captain McKinney. We do not have those calculations shown in 
the record, but we can provide them. On page 28 the numbers are 
shown, but not the improvement in the grade structure. 

Mr. Wice.tesworts. I think I understand the general principles 
the admiral has been advancing, but before we mark up the bill I 
think we ought to have sufficient mathematics so that we can conclude 
whether or not the reasoning has been reasonably accurate. 

Admiral Hotitoway. I will undertake to develop the documentative 
data which I believe will meet the committee’s desires in this regard. 

Mr. SHepparD. Do that and insert it in the record in response to 
the gentleman’s inquiry. 

Captain McKinney. Yes, sir. 

Mr. Wiceiesworta. I would like the information with reference 
to items 1B, 1C, and 1D. 

(The information referred to is as follows:) 
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Suspproyect No.¥1—D-1.—Jnactive duty drills, training pay group A (48 drills), 
1957 estimates 

















































Surface Aviation 
Pay grade Base pay Incentive pay 
Num-! Rate | Amount Ca ee. te 
ber Num- \Num- 
ber Rate |Amount;| ber Rate |Amount 
eR ecascedecedasteassouay 6,121) $444. 00)$2, 717, 724) 2, 005) $145.44 $893,107) 451) $166.08) $74,902 
osx cunduekanetsdakaseaed 4, 669} 370.08) 1,727,904) 1,729) 380.64) 658,127; 405) 151.68) 61,430 
ME cc cwecedancanctede sauna 7,522} 322.08] 2, 422,686) 2,213) 324. 96) 719,136, 501) 137.76) 69, 018 
Wass nacan niobteniaace ae 15,822) 275.04) 4,351,683) 4,770) 271. 68/1, 295,914) 1, 703 120. 48| 205, 177 
Dl nessscndecacncbeskacabaull 28, 322) 215. 04) 6, 090, 363| 8, 125) 217. 44/1, 766, 700) 2,879) 96.00} 276,384 
Petes eadbaudiung eotn aches 14, 524) 144.00) 2,001,456) 4,137) 145. 92) 603, 671 84. 96). __ 
ies rene ane tidied , 766) +133. 44) 3, 571, 655 5, 300) 133. 44) 703, 232)! 2, sis 87.84) 223, 553 
Gross total.....-......- 103, 746| ........|22, 973, 471]28, 279|___. 6, 5, 643, 887 § , 484! ‘ | 910, 464 
Net total ?........_.... "94, 409]... 20, 905, 859/24, 320/_....-|5, 713, 7431 8, 484) "_...| 910, 464 
Deduct for recruit training...|.......|...-.--.| —39, 128)]....--} — i. | 419) - -|---- | —4, 392 











Total, subproject 1-D-1.| 94,400)... 20, 866,731 24, 320|_.......|5, 644, 8A) 8, 484) | 906, 072 


\ 





SUMMARY 





Gross | Budget (net) Total drill 


| 
numbers numbers pay 






















ee 103, 746 


| 
ee ee 2 oan 94, 409 20, 866, 731 
Pe iitas de case to eae mcaihaaaaeeaetdcdl acae iin 28, 279 


24, 320 6, 550, 396 











Pc renepebtie leaidl ta tateas decease eee 132, 025 "118, 72 97, 417,127 
1 Noncrew member. 
2 Participation: 91 percent surface; 86 percent aviation. 












Subproject No. 1-D-2.—Inactive duty drills, training pay group B (24 drills), 
1957 estimates 








































| 
| Surface | Aviation 
| 
Pay grade | Base pay Incentive pay 
a Rate | Amount he l l 
Num-| Num-| 
| ber | Rate |Amount ber | Rate |Amount 
—— eater |. | —p——— 
SE iciciccanis sisaitetinailitcasinan 72 |$222.00 | $15, 984 | 3 $222. 72 | $16,259 | 13 | $83.04) $1,080 
BG SS tian cy eh eeh Bapeekpin 65 | 185.04} 12,028 190.32 | 14,655; 14| 75.84| 1,062 
BM cis dvs a ncadibdigibiccdeance 48 | 161.04| 7,730 162.48 | 14,136} 16| 68.88| 1,102 
lcnachienmidbinadiben saskodtoed 51 | 137.52 7,014 154 | 135.84 | 20,919} 53] 60.24] 3,193 
Das cic bathe acter wcckialegt 64 | 107.52 6,881 | 287 | 108.72 | 31,203; 98| 48.00; 4,704 
TN Aid. dacs ccectapinsitlith palit tena 25 | 72.00 1,800 | 136] 72.96| 9,932 |. BE asec ccan 
Bon oeccek sb ahaswcasa | 28] 66.72 1,868 | 108 | 66.72| 7,206) 183} 43.92 | 8, 645 
Gross total...........-. 353 |........| 58,305} 922 |........| 114,301 | 277 |........| 14,786 
I aes ie 821 |.-.-----| 48, 508 | FEB Joos cscs ee | 14, 786 
Total, subproject | | 
Se actcsoh sneha: OW bid la. 48,508 | 793 = 98,209 | 277|........| 14,786 








SUMMARY 












Gross Budget (net) Total drill 
numbers numbers pay 








I acerca ce tine base gaan seguakna 353 321 


48, 508 
Aviation_.- 


bhi aiahali Mcrae dabihasdaatle ed ‘ “ ieee 922 793 113, 085 
SR se ahaa tt acai cas dl welts taki leak anlastieS canine j 















A, 4 161, 593 


1 Noncrew member. 
2 Participation: 91 percent surface: 86 percent aviation, 
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Suprerosect No. 1-D-3.—Inactive duty drills, training pay group C (12 drills), 
1957 estimates 















































| Surface Aviation 
| 
| | Base pay | I tive y 
Pay grade 1 S€ pa} neentive pay 
i Rate | Amount | — Loa OEE oad ce 
| on Rate |Amount|NU- Rate | Amount 
| 
| | | j / } / 
a a eS ee | 176 |$111.00 | $19, 536 2 |$111. 36 | mae. I ee ete é 
— 2 Ae | 141] 92.52! 13,045 5 | 95.16 TS Pees (Sakeree 
Oi ...2, OMEN eS Lt re 4) 61.28) 925)...... 
DN be sd agdiennsccpapogsned | See ee 10 | 67.92 | 679 | ve 
DM dab ovehavac~sstakes<uccd ey ae) | ed 28 | 54.36 | 1,522 | BA Mn Man renee 
Ea ae , oe 36. 00 648 | 3) 36.48 | 109 berm 
apap eradwbewssorsetgrqcuethasoarel “SPU Tétscannetn Dc anel SUOMI meio sie es 
Gross total.............| 704 |__- 68,548] §2)........| 3,334 |... Fa ae 
Net total 1__- PgR. ROY SA fT Pode precdoseetevass 
Total, subproject | | | | 
Seana oak ck ee | 641 |........| 53,279 i Reet 1A es: Bee ecreiicadhd 
| | | | | | 
SUMMARY 
a Z = : : a 
Gross | Budget (net) | Total drill 
| numbers | numbers | pay 
te gh Mee eclais 52a miine 704 | 641 | $53, 279 
Aviation-.--.-- ccaealeib aar aN bein Ree ate hieaimisnl . 52 | 45 | 2, 867 
SNS opr RR co bnc cna ee smigborscndectius 756 | 686 | 56, 146 


i Participation: 91 percent surface; 86 percent aviation. 


Mr. WiaciesworrH. With that assurance from the admiral, I will 
refrain from further questions on this item. 


RESERVE OFFICER CANDIDATES 


Budget activity No. 2—Reserve officer candidate 


| 
| Difference + 
1957 com- 





No. | Project 1955 actual | 1956 estimate | 1957 estimate | pared with 
1956 
2A Pay and allowances. .............---.- $4, 831, 600 | $5, 225, 312 $5, 319, 595 +$94, 283 
2B Individual clothing........-.....---..- 745, 614 | 1, 067, 937 | 939, 368 — 128, 569 
2C Subsistence in kind................-.-..| 403, 995 | 407,028 | 422, 696 +15, 668 
i eS ee a ee eee 1, 033, 000 | 1, 025, 723 1, 229, 341 +203, 618 
| SNARES aoe | ee ES | eS 
Total obligations payable from | 

appropriated funds.........___- | 7,014, 209 7, 726, 000 | 7, 911, 000 | +185, 000 








Mr. SHepparD. We will pick up the next budget activity “Reserve 
officer candidates”’ reflected on page 18 of the justifications. 

Mr. SHEPPARD. | see where your actual obligation for 1955 was $7,- 
014,209, and your estimate for 1956 was $7,726,000 and your estimate 
for 1957 is $7,911,000, which reflects an increase of $185,000. 

Will you give me a general statement as to the increase and the 
comparison between 1956 and 1957? 














ht na RAM oe th tan ts aint 











: 
. 
ia 
| 
tq 
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Captain McKinney. In general, the increase is due to the increase 
in numbers in the NROTC programs. In the clothing item, the de- 
crease is due to the lower input, the new men being the ones who draw 
clothing. 

INCREASE FOR TRAVEL 


Mr. SHepparpD. Tell me what the situation is where you show an 
increase in travel, because we have been watching the travel account 
very closely and yet you have an increase here. What is the reason? 

Captain McKinney. Last year and for some years we have been 
able to use Government transportation in moving these people to 
their summer cruise stations. We are not certain every year that 
transportation will be available, so that we allow enough money to 
cover commercial transportation. 


PAY AND ALLOWANCES 
SUMMARY OF COSTS BY PROJECTS 


Mr. SHepparD. We will insert page 39 of the justifications in the 
record at this point. 
(The matter above referred to is as follows: ) 


Project No. 2A—Pay and allowances 


SUMMARY OF COSTS BY SUBPROJECTS 


Difference 


, | . : . << : ney ( 957 

No. Subproject 1955 actual 1956 estimate | 1957 estimate +) 1 at 
compared 

| With 1956 

| 

—| a ae 


2A (1) | Base pay and allowances- - -- whe $4,032,440 | $4, 521, 987 $4, 650, 598 +-$128, 641 
2A (2) | Commutation in lieu of subsistence. 799, 160 | 703, 375 668, 097 —34, 378 
Total, project No. 2A............ | 4, 831, 600 5, 225, 312 | 5, 319, 595 +94, 283 


SUMMARY OF PERSONNEL 


2A (1) | Base pay and allowances: 
NROTC regular students: 


Retainer pay ----- werd 5, 897 6, 091 6, 290 +199 
Active duty (summer) - 4, 247 4, 520 | 4, 696 +176 
NROTC contract students, active 
| duty (summer) 1, 861 1, 732 1, 734 +2 
| Reserve officer candidate s, active 
duty (summer) ---_--.-_-_.--- 790 | 538 | 700 +162 
Naval aviation college program, 
officer students retainer pay - 110 125 100 —25 
2A (2) | na ition in lieu of subsistence: 
| NROTC contract students: 
PUG a ckns ceca hennenombacteel 1,515 1,419 1, 400 —19 
4 WEE citisiccdaswicenceuecsawe 1, 371 | 1, 210 | 1, 106 —104 





INCREASE FOR NROTC 


Mr. WicGLeswortH. Under 2A you told the chairman the increase 
was due largely to numbers, as I understand it, in the NROTC 
picture. What is the overall total? 

Captain McKinney. It is an increase from 6,091 to 6,290. 

Mr. WicGLeswortu. This clothing cost figure is also as of July 
1955. 


74195—56——20 
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Captain McKinney. Yes, sir. 

Mr. WicGLeswortH. How about the food cost? 

Captain McKinney. The bigger food cost is caused by the greater 
numbers cruising during the summer; it will be the same as the Regu- 
lar Navy ration. 

Mr. WicGLeswortH. What is the basis for that cost? What 
figures do you use in arriving at the cost of food? 

on McKinney. That is the $1.20 ration at sea and $1.05 
ashore. 

Mr. WicGLeswortu. It is based on the figures we talked about 
a while ago? 

Captain McKinney. That is correct. 

Mr. WicG.ieswortu. And the transportation rates are as of July 1, 
1955? 

Captain McKinney. That is correct. 

Mr. WicGLeswortu. I have no further questions, Mr. Chairman. 


NAVY PERSONNEL, GENERAL EXPENSES 
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Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


~~ 
PROGRAM BY ACTIVITIES 


Direct obligations (volume of obligations for service account): 

. Training, N $30, 670,956 | $34, 565, 500 $35, 407, 000 
We a ee ee ee 6, 923, 281 | 8, 080, 100 8, 049, 000 
. Naval Academy 4s 7, 634, 091 | 8, 393, 700 8, 500, 000 
. Personnel support 12'087,791 | 14,899,400 | 16, 169, 000 
. Other personnel facilities -___-_- i a a a 5, 803, 7 778 | 6, 186, 700 6, 150, 000 
. Departmental administration 9, 000, 385 | 9, 608, 600 9, 305, 000 


DS on Oo tO 


Total direct obligations. ...............-------------- 83, 580, 000 


Reimbursable obligations (volume of obligations for other ac- 
counts): 

. Training, Navy | 2, 818, 850 5, 067, 3, 985, 000 
Wee Re ae 202, 930 220, 000 

3. Naval Academy 143, 000 177, 000 200, 000 

. Personnel eae. 266, 000 308, 000 310, 000 

123, 570 220, 000 280, 000 
1,000 5, 000 5, 000 


3, 555, 350 7, 000, 000 5, 000, 000 


75, 675, 632, 


FINANCING 





Comparative transfers to other accounts .- - _- , 654, 9! 1, 266, 000 
Unobligated balance brought forward (anticipated reim- | 
bursements to be earned from military assistance fund | 
reservations) _- ‘j ; | —4, 891, 100 —3, 391, 100 
Advances and reimbursements from other accounts: 
Reimbursements from current year military assistance 
fund reservations. ; fois a —2, 484, ; a : es a 
All other. ie S —813, 52 —5, 274, 400 —3, 774, 400 
Reimbursements from non-Federal sources _- — 257, 52 — 225, 600 — 225, 600 
Future years’ anticipated reimbursements from current year 
military assistance fund reservations --}| —4, 891, 100 
Unobligated balance carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance | 
fund reservations) - .--- ‘ a 4, 891, 100 3, 391, 100 | 2, 391, 100 
Unobligated balance no longer available - ba 1, 254, 768 








Appropriation. .-..--.-- ie Ghiie iaaincarade 75, 030, 000 83, 000, 000 | 83, 580, 000 
| | 





Note.— Reimbursements from non-Federal sources above are for the sale of utilities and services to activi- 
nee by nonappropriated funds and private parties (Navy Regulations, art. 0786 (cf. 5 U. S. C. 
412)). 





Obligations 


Object classification 


SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions. --_--_-_- Zi 
Full-time equivalent of all other positions-.-_---_- 
Average number of all employees__--..-.--..---- 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary. see acae 
Average grade ___- 
Professors and instructors: 
Ungraded positions: Average salary-_-.-_.---- 
Personal] service obligations: Civilian: 
Permanent positions_---__-_- nS eos 
Positions other than perm: unent_- aioe’ 
Regular pay above 52-week base.._____- 
Payments above basic Ee 


Total personal service obligations. - 


Direct obligations (volume of obligations for service account): 


Personal services: 

Civilian 

Military 
Travel 
Transportation of things 
Communication services 
Rents and utility services_- 
Printing and reproduction - 
Other contractual services 
Supplies and materials ; 
Equipment bien 
Lands and structures. - 
Grants, subsidies, and contributions. 
Pensions, annuities, 
Refunds, awards, and indemnities_ - 
Taxes and assessments ; 


01 


02 
03 
04 
05 
06 
07 
OR 
09 
10 
ll 
12 
13 
15 


Total direct obligations - 


Reimbursable obligations (volume of obligations for other ac- 


counts): 
01 Personal services___- 
02 Travel_- 
04 Communication services ___- 
05 Rents and utility services__ 
06 Printing and reproduction. 
08 Supplies and materials 
09 Equipment__- 


Total reimbursable obligations____- 


Total obligations_ 


Average salary - _- 


and insurance claims. 


306 
by objects 


| 
| 1955 actual 


16 | 
9, 334 | 
9, 321 | 


$3, 768 
GS-4.5 
$7, 053 
$4, 067 


$4, 114 | 
GSY+4.7 
$7, 610 


$37, 809, 318 
65, 693 
175, 550 
708, 546 


38, 759, 107 | 


37, 997, 044 
287, 963 
2, 097, 017 
220, 598 
1, 907, 920 
4, 193, 846 
2, 148, 339 
9, 714, 618 
10, 741, 235 
2, 445, 948 
56, 364 | 
98, 906 
60, 380 
7, 449 | 
142, 655 


39, 640, 224 
396, 240 

2, 840, 589 
241, 700 

1, 887, 776 
4, 782, 664 
2, 708, 254 
13, 404, 489 
11, 739, 359 
3, 673, 962 
7, 300 

120, 090 

67, 827 

34, 800 

98, 726 





$1, 734, 000 


72, 120, 282 


ee See 


672, 000 
10, 000 
97, 000 

768, 000 

9, 000 

700, 000 

4, 744, 000 


762, 063 | 
5, 500 

95,936 | 

721, 593 | 
9, 518 
373, 130 
1, 587, 610 





3, 555, 000, 000 | 


350 | 


88 88, 734, 000 | 


75, 675, 632 | 
' 


, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation _ - -- 


| 1956 
| 1955 actus ; 
1955 actual estimate | 


_..| $75,030,000 | $83, 000, 000 | 


Obligated balance brought forward (; appropri: itions and reim- 
bursements earned) 

Reimbursements earned from prior “yet ar milits iry- -assistance 
fund reservations - - - -- matte sade ae Paes 

Increase in prior ye ar obligations 

Unobligated balance brought forward (antic ipated reimburse- 
ments to be earned from military-assistance fund reserva- | 
tions) 

Future year’s antic ipated reimbursements from current year 
military-assistance fund reservations... 


11, 899, 199 


1, 831, 018 


Total budget authorizations available __- -- ~------| 


4, 891, 100 
93, 651. 317 | 


8, 032, 534 


—1, 500, 000 | 


4, 891, 100 | 


1956 estimate | 1957 estimate 


$4, 137 
GS-4.7 
$7, 625 
$4, 305 


$38, 316, 610 
56, 556 


869, 802 


39, 242, 968 


38, 479, 786 
397, 240 
2, 810, 131 
267, 000 

1, 894, 087 
6, 226, 096 
2. 818, 879 
13, 360, 336 
12, 312, 844 
4, 675, 228 
6, 500 

123, 180 
70, 327 

39, 300 

99, 066 


83, 580, 000 


763, 000 
10, 000 
97, 000 

770, 000 

9, 000 
, 251, 000 
2, 100, 000 


m4, 423, ey 


5, 000, 000 


"88, ! 580, 000 


1957 
estimate 


$83, 580, 000 
11, 032, 534 
—1, 000, 000 


3, 391, 100 


97, 003 3, 634 
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Budget authorizations, expenditures, and balances—Continued 


| 
1956 actual | 1956 estimate | 1957 estimate 


EXPENDITURES AND BALANCES 


Expenditures— i 


Out of current authorizations-__............_--- a $66, 369, 006 $73,000,000 | $73, 000, 000 
Out of prior authorizations-_.............---- eae - 12, 898, 115 7, 000, 000 7, 000, 000 
eo SE ee See ee eee eee oe 79, 267, 121 "80, 000, 000 80, 000, 000 
Balance no longer available: } | 
bt sang (expiring for obligation)....................-- ! 1, 254, 768 |_- 
A Bee de Ahetels hence al te etl cies dit ea nap baited ised 87,465 |. 
Obligs ate od balance transferred to “Research and deve lopment, 
PAREN Minds 6. cob dbhAiia ch uknddbbhnkeded deteadsnvecasaendus 118, 329 }._... ea 
Obligated balance carried forward...........-.---------------- | 8, 032, 534 11, 032, 534 | 14, 612, 534 


Total expenditures and obligations from appropriation 
and reimbursements earned__. _- 88, 760, 217 91, 032, 534 94, 612, 534 
Unobligated baJance carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance | 
PI en apa maahaan 4, 891, 100 3, 391, 100 2, 391, 100 


> 
7 


Total expenditures and balances_.-..........-.-.--..-... 93, 651, 317 94, 423, 634 97, 003, 634 


Mr. SHEPPARD. We will turn now to ‘Navy personnel, general 
expenses,” 

I find your actual appropriation for 1955 was $75,030,000 and in 
1956 your estimate is reflected as being $83 million, and the requested 
estimate for 1957 is $83,580,000. 


INCREASE IN OBLIGATIONS 1955-57 


I also note the obligated balance carried forward shows a steady 
increase from $8 million plus in 1955 to $11 million plus in 1956 and 
$14 million plus in 1957. 

Why the increases? 

Captain McKinney. There, again, that is part of the overall Navy 
program involving expenditures. In this appropriation we have a 
great number of allotments and suballotments to administer, because 
there are so many naval activities coming under the Chief of Naval 
Personnel. 

Mr. SHeprarp. The increase that is reflected in the 1957 figure of 
$83 million will obviously be cleared up when we reach the individual 
items in this category. 

Captain McKinney. That is correct. 


OBLIGATED BALANCE CARRIED FORWARD 


Mr. SHepprarpD. Now I wish you would devote some time to your 
balances carried forward. 

Captain McKinney. There are a great many items in this appro- 
priation which cannot be classed as obligations but, rather, as com- 
mitments. That is, at the end of the year we are not certain of them 
They include unpaid labor, tuition charges and other charges that 
only come to us as expenditures. A great deal of our equipment con- 
tracts are not placed until toward the end of the year; therefore, they 
cannot be classed as obligations until the last minute. 

Mr. SHepparD. Has anything occurred in this increase of “Obli- 
gated balance carried forward” that has not been more or less of a 
stereotype situation that has heretofore prevailed? What are the 
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innovations, if any, that have injected themselves into the picture to 
make the figure of $14 million? 

Captain McKinney. The equipment item is larger than in some 
ast years when we have not been able to get hold of equipment money, 
ut hope we will have it in 1957. That is one item. 

Mr. SHepparp. Why have you not been able to get equipment 

money? 

Captain McKinney. We have been reprograming this money. 
Part of that money went into our recruit program. 

Mr. SHepprarp. In other words, can one interpret from your answer 
that in the formation of the answer there would be some portions of 
it unanticipated, or that will go by the board, or will be readjusted 
later on? Which of the two prevails? : 

Perhaps, instead of ‘‘readjusted,’’ I should have used reprogramed 
as more apropos for definitive purposes. 

When you say you do not have enough money, the immediate 
question that comes to the mind of this committee is why have not 
you had enough money. Have you made the presentation to the 
budget which you had under discussion, wherein you said you needed 
money for equipment, and Congress has not given it to you? 

Captain McKinney. You have given us money for the equipment, 
but there have been some unforseen items come up for which we had 
not asked Congress for money; yet those items have to be taken care 
of. Therefore we have to borrow against the future and hope that in 
the following year it will be taken care of. 

Mr. Suepparp. Will you give us a breakdown on the record of the 
unexpended balances and the respective reasons? 

Captain McKinney. Yes, sir. 

(The following was supplied by the Navy comptroller:) 


This account is made up of estimates for the 1956 and 1957 accounts as follows: 
Total obligated balance carried forward -__------ seat A a ee $14, 612, 534 


1957 account__ 10, 580, 000 
1956 account___- 5 4, 032, 534 


In the case of the 1956 account, the budget document indicates that there will 
be no unobligated balance whereas experience indicates that there will be some 
portion of the appropriation which will not be obligated. Because of the civilian 
pay raise which was not funded in the 1956 appropriation and because of increased 
recruiting requirements this unobligated portion should be the minimum amount. 
A portion of the expenditure reflected as applicable to the lapsing account will 
actually be spent against this 1956 account. In addition, the expenditure esti- 
mate for this 1956 account was based on prior vear expenditure trends and antici- 
pated that a larger portion of the account would remain unobligated. 

In the case of the 1957 account, the obligated balance carried forward is 
reflected in the document as $10,580,000. While this is higher than the experi- 
ence of the last year of actual data, i. e., the 1955 account, it is below the average 
for the last several years. Accordingly, it is considered to be a good estimate. 


JUSTIFICATION OF THE EstTIMATE 


Mr. Surepparp. At this point we will insert page 2 through and 
including page 9 of the justifications. 
(The matter above referred to is as follows:) 
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Navy PERSONNEL, GENERAL EXPENSES 


Appropriation introduction 


| | 
| 


| 
Fiscal year Fiscal year Fiscal year 
1955 1956 1957 


Appropriation or estimate _ - __- 75, 030, 000 $83, 000, 000 $83, 580, 000 
Net adjustments (transfers, balan ; — 2,909,718 | —1, 266, 000 ; s 


Total obligations payable from appropriated funds 72, 120, 282 | 81, 734, 000 | 83, 580, 000 


Financial support for all programs within the mission of the Chief of Naval 
Personnel, other than military personnel costs and certain research and develop- 
ment project costs, is provided by this appropriation. The programs include: 

Recruiting and procuring all naval personnel, Regular and Reserve, officer and 
enlisted. 

Individual and group training of such personnel, except air and medical. 

Distributing persornel to fleet and shore activities. 

Promoting, disciplining, and providing for the welfare and morale of naval 
personnel. 

Selecting and educating Naval Academy midshipmen, Naval Reserve Officers’ 
Training Corps midshipmen, and other officer candidates. 

There are several items included in the estimates as increases which are not 
supported by comparable obligations in the actual and current fiscal years. 
The total cost of these is $2,983,000. The items are: The tuition aid program 
(69 Stat. 301), the initial procurement under this appropriation of oxygen- 
breathing apparatus and canisters for use in training, and the furnishings for 
Capehart housing units approved for the naval training center located at Great 
Lakes, IIl., justified under budget activity 1, “Training, Navy’’; and a greater 
portion of cost of the fleet motion picture program is provided from appropriated 
funds under budget activity 4, ‘‘Personnel support.” 

In fiscal year 1957 the personnel plans for the active Navy provide for an 
average strength of 660,327. It is planned to continue expansion toward full, 
approved strength in the Naval Reserve program. The estimates provide for 
the continuation of the intensive recruiting program inaugurated late in fiscal 
year 1955 to recruit the necessary manpower to maintain the strength of the 
active Navy and to attain the approved strength of the Naval Reserve. 

The training program provides instruction for both officer and enlisted per- 
sonnel, This instruction relates to the operation and maintenance of technical 
equipment of the latest design and special equipment required in the conduct 
of nuclear warfare, such as that involving guided missiles, nuclear weapons, 
nuclear propulsion, undersea strategy, antiaircraft defense, damage control, and 
fire fighting. Postgraduate instruction in tehcnical, management, command, 
and staff areas is also provided. In fiscal year 1957 there will be continued 
increased emphasis on the training of enlisted personnel to replace personnel 
losses through termination of enlistments, retirements, and other types of attrition. 

Greater use will be made of factory training courses to promote proficiency in 
the mechanical and technical fields. Individual training will include emphasis 
on combining training in operation and maintenance skills to develop a more 
capable type of personnel. Correspondence courses and the development and 
use of audiovisual training aids and synthetic training devices will be accented. 

Facilities and establishments will be maintained at a minimum level sufficient 
to insure safe and uninterrupted operation and, to the greatest extent possible, 
prevent uneconomical deterioration of structures and utility systems. It is 
anticipated that all available facilities will be completely and continuously 
utilized. Constant surveillance and accelerated maintenance work will be re- 
quired to prevent costly repair, replacement, and renovation of real and personal 
propert,7. 

Centralized administration of the many functions performed in the field is 
provided in the Bureau of Naval Personnel. The organization of the Bureau, 
the work performed, and the staff employed are related not only to the active 
duty strength of the Navy and the membership of the Naval Reserve, but to 
the workload generated by providing information and documents from inactive 
personnel records. 

The estimates have been screened carefully and represent minimum funding 
requirements for the multiple functions comprising the mission of the Chief of 
Naval Personnel. 





310 


APPROPRIATION PATTERN 


A constant review of the appropriation pattern is maintained to insure that 
budget estimates are presented in a manner which will permit ready analysis of 
program requirements. An item of cost for transportation of things formerly 
estimated in each budget activity is centralized in Budget Activity 1, ‘‘Training, 
Navy.’ This is done for ease in administration. 


NET ADJUSTMENTS IN THE ESTIMATE 


The net adjustments in the introduction tabulation are composed of transfers 
and unobligated balances. The inclusion in fiscal year 1955 unobligated balances 
of certain obligations not recordable under section 1311 of the Supplemental 
Appropriation Act of 1955 (68 Stat. 800) is explained below. 


FISCAL YEAR 1955 OBLIGATIONS 


The 1955 column does not include obligations in the amount of approximately 
$378,000, which were not recorded as of the date of certification of obligations 
as of June 30, 1955, pursuant to section 1311 of the Supplemental Appropriation 
Act of 1955 (68 Stat. 800), but which will require expenditures from this account. 
These additional obligations will eventually be recorded and will meet the criteria 
of section 1311 of the act. 


EXPLANATION OF LANGUAGE CHANGES 


‘“* * * including an overcoat when necessary, for enlisted personnel discharged 
for inaptitude or unsuitability or otherwise than honorably; * * *’’. 

The proposed change in language is in accordance with authorization of Sec- 
retary of the Navy Instruction 7220.11, change No. 1 of September 22, 1955, to 
Department of Defense Directive 1338.5. Armed Forces clothing monetary 
allowance policies and regulations, June 23, 1955. 


Summary of obliqations by budget activity 


+ Differ- 

1955 1956 1957 ence 1957 
actual estimate estimate | compared 
with 1956 


Budget activity Index 


|_ 
Training, Navy____.- $30, 670, 956 |$34, 565, 500 $35, 407, 000 


Training, Naval Reserve 6, 923, 281 8, 080, 100 
Naval Academy 7, 634, 091 8, 393, 700 
Personnel support - sau 12, 087, 791 | 14, 899, 400 
Other personnel facilities___.........----- 5, 803,778 | 6, 186, 700 
Departmental administration 9, 000, 385 | 9, 608, 600 


Total obligations payable from 
appropriated funds. -_....-------- 172, 120, 282 |281, 734, 000 





1 Excludes net comparative transfers of $1,654,950. 
2 Excludes net comparative transfers of $1,266,000. 


The fiscal year 1957 obligational level is estimated at slightly over $83.5 million. 
This is an inerease of $1.8 million over the fiscal year 1956 obligational level of 
approximately $81.7 million. 

Activity 1— Training, Navy.— The increase of $841,500 in this activity results 
primarily from items new to the appropriation: The tuition aid program, $200,000; 
oxygen-breathing apparatus and canisters in fire-fighting training, $250,000: and 
the requirements for furnishings for the Capehart housing units, $1,137,000. 
Because of the depletion in training aids and publications during prior years, the 
estimate contains a request for an increase of $164,000 for the procurement of 
these items. The total increase is offset by decreases, principally in a planned 
reduction of 212.5 man-years of civilian employment, a lesser training load, non- 
recurring repairs and minor improvements, and procurement of automotive 
equipment. 

Activity 2— Training, Naval Reserve-— There is an increase in this activity of 
$128,400 for tuition, fees, and books for increased numbers of students in the 
Naval Reserve Officers’ Training Corps, replacement of navigational equipment 
for training, and expansion of the Naval Reserve officers’ program, which is offset 
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by a decrease of $159,000 in the requirement for nonrecurring repairs and minor 
improvements. 

Activity 3— Naval Academy.— The increase in this activity of $106,300 is to 
provide for costs of a wage-board increase approved in October 1955 and for 
minor increases in nonrecurring repairs and general equipment. 

Activity 4—Personnel support.—The major increase in this activity is for the 
fleet motion-picture program ($1,396,000); in addition there are minor increases 
in other morale services. The total increase is offset by decreases in the procure- 
ment of military personnel and in field operating expenses. 

Activity 5—Other personnel facilities.—The decrease in this activity of $36,700 
is a result of a reduction of $59,200 for routine maintenance and operation, prin- 
cipally in minor repairs by contract, and $8,900 for procurement of general equip- 
ment partially offset by an increase of $31,400 for procurement of automotive 
equipment. 

Activity 6—Departmental administration.—The decrease in this activity of 
$303,600 is due to the planned reduction of 87.5 man-years of civilian employ- 
ment. 


CLOTHING FOR MEN DISCHARGED FOR INAPTITUDE OR UNSUITABILITY 


Mr. Suepparp. What is the justification and the authority for the 
language change you are proposing on page 6 of the justifications? 

Captain McKinney. The need for men being discharged for inapti- 
tude or unsuitability, but under honorable conditions, has to be taken 
care of. That is the reason for the change in language. 

Mr. Suepparp. How have you taken care of them heretofore? 

Commander Rire. Up until fiscal year 1954, I believe it was, we 
did take care of them and then aaadéde our policy and we pe ‘rmitted 
them, when they were discharged for inaptitude or an undesirable 
discharge, to go home with the uniform. We have recently changed 
that policy and now have them go home in civilian clothing, and this 
is to provide the funds to pay for that program. 

Mr. SHepparp. I wish when the record comes down to you that you 
would define, as you are applying it in the budget, the two words 
‘inaptitude” and “‘unsuitability.”’ 

Commander Rire. Yes, sir. 

(The information referred to is as follows:) 

A discharge for reason of inaptitude shall be directed only when it is determined 
that the enlisted person does not possess the required degree of adaptability for 
Navy life after reasonable attempts have been made to reclassify and reassign 
him in keeping with his abilities and qualifications. This category includes 
persons whose inaptness may be due to want of readiness or skill, or unhandiness. 
An individual shall not be discharged for inaptitude as a punishment or in lieu 
of a court-martial. 

Unsuitable discharges are effected to free the service of persons considered 
unsuitable because of psychiatric or neurological handicaps, enuresis, personality 
disorders or defects, or other good and sufficient reason when determined by 
administrative process. Individuals shall not be recommended for discharge for 
unsuitability as a punishment or in lieu of a court-martial. 

Mr. SHepparp. What was the reason for the policy change you have 
referred to in your response, gentlemen? 

Captain McKinney. This was changed in the Department of 
Defense; it was made by the Secretary of Defense. 1338.5 is the 
number of the directive, with change No. 1, of October 5, 1955 
attached. 

REPROGRAMING OF FuNps 


Mr. SuHepparp. I call your attention to the special report of 
reprograming of appropriation funds from July 1 to December 31, 
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1955, reflected on page 3, and I ask you for an explanation as to the 
reprograming which is reflected there. 

Captain McKinney. Under budget activity No. 1, the decrease of 
$1,238,500 represents a transfer of funds to budget activity 4, per- 
sonnel support, to cover costs of the expanded recruiting program. 

Mr. Suepparpb. What would you do with it? 

Captain McKinney. We held up on certain maintenance items 
that we had planned to carry out in this year, sir. 

Mr. Suepparp. While you are on that topic let me address this 
question to Secretary Franke or to Armial Smith. 

The committee perhaps has been a little conservative in the main- 
tenance programs as to your transfer authority. Your inability to do 
a maintenance job on many of the facilities has been a very costly 
reaction. That has been evidenced before, and I am talking about 
the properties involved here. 

When you go into maintenance and make a deduction of that char- 
acter, am I wrong in assuming that because of lack of adequate main- 
tenance at the time of necessity you are only adding to an additional 
cost in the maintenance account? 

Admiral Hottoway. Your statement is perfectly correct, sir, as to 
some years. I recall in one of our appropriations last year that jus- 
tification was made for an increased sum of money for maintenance 
and operations. 

Mr. SHeppard. That is correct. That is what motivated my ques- 
tion at this time, Admiral. 

Admiral Smiru. The reductions we made in maintenance and oper- 
ations in order to provide money for the increased recruitment is done, 
or will be done, and is being done now with sufficient care that we are 
not going to enter into the area of “breakdown” maintenance. We 
will simply be more economical and more austere. 

Mr. Suepparp. How in the world can you set up a principle of 
procedure in rehabilitation of physical properties where you can be 
more economical than the point of requirement? I am trying to get 
the answer to this thing and not be argumentative. When you have 
buildings going into a state of retrogression because of lack of upkeep, 
you are obviously adding to that by the length of time you refrain 
from applying proper rehabilitation to said building, to wit, 
maintenance. 

Admiral Smita. That is correct, sir, but I believe we will do as 
little of the deferring of required maintenance to a building or real 
property as is possible and try to find this reduction of maintenance 
and operations in other fields which do not lead to a “breakdown” 
maintenance situation. 

Mr. Suepparp. Tell me again, Captain, what was the figure trans- 
ferred out of maintenance into training, Navy? 

Captain McKenney. The total sum transferred from operation and 
maintenance came out of subheads 21, 22, 23, and 25, and it amounted 
to $1,811,600. That could only be obtained from this information 
before me. We have summarized the various subheads. 

Mr. Suepparp. Training requirements are essential. I am not 
fussing with that aspect of it. Very frankly I do not look kindly 
upon taking these moneys out of maintenance. 

Mr. Franks. I think you are absolutely right and I agree with vou 
fully. If this were to be continued I would say we could soon reach a 
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point where our maintenance became very much more expensive be- 
cause we failed to do it on a current basis. 

In this particular situation, however, we were met with a crash 
situation which required action and seemed to be more important 
than a deferment of maintenance even for a year or part of a year. | 
could not agree with you more when you say this would cost us more 
money if we continued it indefinitely. 

Mr. Suepparp. Let me ask vou this: In your 1957 maintenance 
request, have you picked up a slack which was created by a deduction 
of the funds and in the amount to which the captain just testified? 
Can anybody here tell me that? 

Captain McKinney. The program we have set up for 1957 will 
get us back into the proper maintenance program, into the proper 
state of maintenance we should be in; yes, sir. 

Mr. Suepparp. That is a very eood answer, Captain, but it doesn’t 
answer the question. 

Admiral Hottoway. I believe we have picked up the slack to a 
marked extent. 

Mr. Suepparp. In dollars? 

Admiral Hottoway. Not dollar for dollar. I would be other than 
candid if I expressed an assurance that we have made up every bit 
of it. 

The reason I wish to interpolate at this point is that I feel morally 

responsible in coming to the Secretary for reprograming of funds. I 
felt that the most important thing to ‘the Navy is its operating forces 
and the people who give life to those forces. 

We were in an unusual situation where we were being helped with 
a new pay bill, new bonuses—we were being helped, but there was a 
lag in our recruiting and in our reenlistments. 

The only way I could get 4-year volunteers was to radically increase 
the recruiting service, and the only place I could get money for that 
was by reprograming and having the support and approval of the 
Secretary in that reprograming. It was a sense of values and first 
things first. 

Mr. SHepparp. Of course, I am fullv in accord with your presenta- 
tion of the picture of requirements as you did, Admiral, because I am 
frank to tell you that the obligation for a successful training program 
is essential. It is part of your duties to see that when those duties 
are assigned to your office they are properly and adequately pursued. 
T commend you for going up and asking for the money, 

The question in my mind is whether they couldn’t find the money 
elsewhere instead of taking it out of this category which I understand 
you didn’t recommend. Maybe I am wrong. 

Did you ask them to take it out of maintenance. 

(Discussion held off the record.) 

Admiral Hotitoway. I would like to restate my position in connec- 
tion with the reprograming of appropriated funds to meet a crash 
program, a critical program in recruiting. 

The moneys available to me under my own appropriation which I 
have cognizance of were from Navy personnel general expenses, and 
I recommended to the Secretary that there be reprograming from that 
general expenses appropriation to that area which would permit me to 
spend money for my recruiting program. 
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As I stated this morning, that amounted to a total of about $3 
million, of which half a million dollars has been reprogramed since 
these papers from which we are presenting our budget were prepared. 

I could go a little further, Mr. Chairman, and indicate that in the 
long run I think we have saved a great deal of money to the Govern- 
ment by this action because, let us say roughly, I got 20,000 more 
4-year enlistees than I would have otherwise. That means 20,000 
less inductees, which are only 2-year people, and on every 4-year man 
I saved $3,200 of training costs over 2-year men. If I just multiply 
that 20,000 by that 3,200 it means in the long run I saved $64 million 
to the Government just by that 1 transaction. That seemed to me a 
small price without considering the stability and military effectiveness 
of personnel which on a money basis is a comparably small price to 
pay in the transferring of $3 million to save $64 million. 

Mr. Suepparp. Of course in your explanation of the increase of 
personnel and the dollar aspect which would be associated with this, 
that explanation has a tendency so far as I am concerned to alleviate 
the fact that you did deviate—I don’t mean deviate in any sense 
other than the proper sense—from the so-called maintenance 
allowance. 

You say you have picked up in your present maintenance require- 
ments enough to offset them and bring the buildings that need the 
maintenance up to the standard of the appropriation request. Is that 
correct? 

Admiral Hotitoway. I think that is correct, sir. I could not 
analyze that down to every building and dollar, but we have taken 
up, | would say, the majority of the slack, Mr. Chairman. 

In executing repairs, unless they are pretty far gone, 12 months in 
every climate is not completely critical. It would be better to have 
done it before, but we have not lost everything by delaying some things 
for 12 months. 

Mr. Surpparp. Have you anything you want to add, Captain 
McKinney? 

Captain McKinney. No, sir. 

Mr. SHepparp. Very well. 

Let us pick up the next one, $775,900, ‘“Deduction, training, Naval 
Reserve.” 

Captain McKinney. Part of that money is due to slowdown in 
the item shown, but about $595,000 is due to the fact we did not take 
over certain Naval Militia armories in the State of New York. 

Mr. Wice.Leswortu. Off the record. 

(Discussion held off the record. } 

Mr. SHepparpD. What is the status of the New York situation at 
the moment? 

Captain McKinney. I checked that 2 or 3 days ago, sir. It looks 
as though the negotiations may be concluded pretty shortly. 

One of the chief sources of disagreement, of our inability to get 
together, is the question of janitor hire in buildings. They hire 
more janitors than we think are necessary. 

It looks as though we will iron out that matter very shortly. How- 
ever, we are not putting any money into this 1957 budget to take 
care of the New York armories, and have so advised the people carry- 
ing on the negotiation. 

If the agreement goes through now it will have to be based on its 
taking effect in 1958. 
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Mr. Suepparp. What effect will that have on your program in that 
geographical area? 

Captain McKinney. We trust the State of New York will continue 
to operate the armories on the same basis as they have done in the 
past, sir. 

Mr. SHepparp. The next item is the Naval Academy, where you 
have a plus $56,700. Give us an explanation of that. 

Captain McKinney. To take care of increased labor costs, Labor 
Board increases. 

In budget activity 4, that is where a great deal of the money that 
was reprogramed went. 

Mr. SHEPPARD. Personnel support? 

Captain McKinney. That is the recruiting, sir, yes. 

Our other personnel facilities——— 

Mr. Sueprarp. Reflect a reduction of $98,300. What happened 
there? 

Captain McKinney. That was simply taken out of their mainte- 
nance programs, too, in order to take care of grade 4—B pay increases, 
shown under item 6 there, which was another one of the major items 
into which we had to program money. 

Mr. WiaeLesworru. For what? 

Captain McKinney. To take care of the group 4—B pay increases, 
sir, 

Mr. SHepparp. The next item is one reflecting an increase of 
$605,600 having to do with deparimental administration. 

be you answer that, sir? 

Captain McKinney. Those were pay increases covered by law, 
sir. It is just necessary to get the money. 

Mr. Sumpparp. All of the $605,600 was made mandatory because 
of the increases in pay under existing agit 

Captain McKinney. That is correct, s 

Mr. Wiee.eswortnu. Off the record. 

(Discussion held off the record.) 


TRAINING, NAvY 


Budget activity No. 1.—Training, Navy 


j j 

| 2 

+ Difference 
| 

| 











No. Project 1955 actual | 1956 estimate | 1957 estimate |1957 compared 
| with 1956 
| i 
1A | Direct training and instruction- -_--...--- | $7,825,030 | $9, 516, 600 $9, 845, 900 +$329, 300 
1B | Operation and maintenance- ---_---..--- 22 , 845, 926 | 25,048, 900 25, 561, 100 | +512, 200 


ean tinccioics Rekeiiinckiesoscaiami 
Total obligations payable from | | 
appropriated funds_--_-...-._--- | 30,670, 956 | 34, 565,500 | 35, 407, 000 +841, 500 





Mr. SHepparp. We will take up “Budget activity No. 1—training, 
Navy,”’ reflected on page 10 of your justifications. It is made up of 
two subdivisions. Your actual for 1955 was $30,670,956; in 1956 your 
estimate was $34,565,500; and in 1957 your estimate is $35,407,000. 

This reflects an increase in the 2 operations reflected under 1—A 
and 2—B of $841,500. 

I wish you would give me an explanation as the increase, please. 

Captain McKinney. The increase under No. 1—A is due to stepping 
up training aids and publications and fadidiots aids. Also there is 
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some special equipment required in training firefighters which in the 
past either was war surplus or supplied by the Bureau of Ships. We 
will now have.to pay for that. 

Under “‘Operation and maintenance”’ this increase is to some extent 
caused by a requirement for furnishings for Capehart housing at 
Great Lakes. 

Mr. SHepparp. It has nothing to do with the maintenance money 
which heretofore was discussed in another project? 

Captain McKinney. No, sir. 

Mr. SHepparp. The General Line School, Monterey, Calif., has 
changed from two 6-month courses per year to one 9-month course. 
What is contemplated for the other 3 months, gentlemen? 

Captain McKinney. That language was misleading. Actually at 
the conclusion of one 9-month course they start out another one. 
Some years you have two courses starting in the same year. The 
courses follow one on the other. 

Mr. Suepparp. In other words, it will leave no void so far as the 
year is concerned? 

Captain McKinney. That is correct, sir. 


NUMBER OF TRAINEES 


Mr. SHEPPARD. On page 16, under this tab, you estimate trainees 
as 103,584, and on page 45, tab 1, Division of Personnel, clothing for 
enlisted personnel, first enlistment, or first reporting, it is estimated at 
122,684. This is the same figure you used in “Travel, enlisted 
personnel.’”” Why the discrepancy between the two items? 

Captain Mckinney. I will have to supply the answer, sir. 

Mr. SHEPPARD. Give us a complete explanation of that discrepancy, 
gentlemen. 

(The information requested is as follows:) 

Numbers on page 45 of ‘Military pay, Navy,’’ 122,684, is the total input for 
1957. All these numbers have to be furnished clothing, however, some are 
reservists and broken-service reeinlistments who do not have to be trained. 

Admiral Hottoway. All the men we bring on active duty don’t go 
to recruit training. ‘There are some Reserves we bring to active duty 
that have already had the recruit training. 

Mr. SHepparp. Would you think that would be the complete 
explanation? 

Admiral Hottoway. That may be the principal contributor, but 
we will make an accurate documentation for the record, sir. 

Captain McKinney. We will give you the complete figures, sir, 
as I stated. 

FUNCTIONAL TRAINING PROGRAM 


Mr. Sueprarp. There appears to be a change in your functional 
training program in last year’s budget showing an annual average 
number undergoing this training of approximately 8,500 in 1956. 
This is now changed to 7,300, with 7,651 estimated in 1957. 

What is the explanation for this change, gentlemen? 

Captain McKinney. In the past, Mr. Chairman, we have been 
basing those figures on the billets which were available in these func- 
tional training activities. However, the quotas have not been filled 
completely, and now we are basing our figure on past performance 
rather than on billets available. 
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OXYGEN APPARATUS 


Mr. Suepparp. I note on page 18 that you are budgeting for oxygen 
apparatus previously received without charge for this appropriation. 
Where was this item carried before and what was the estimate for 
1956, and why the aan 

Captain McKinney. Pre viously the Bureau of Ships supplied this 
material, and it has therefore been carried in the Bureau of Ships’ 
presentation. 

J am not sure whether it was surplus material or whether they 
were paying for it. 
Mr. Sueprarp. Under that circumstance you are not prepared t 

give us the estimate for 1956? 

Captain McKinney. That is true, sir. 

Mr. Sueprarp. Will you supply it for the record if it is available? 

Captain McKinney. We will try to procure it, sir. 

(The information requested is as follows:) 


» asyyrd-or2u' ving apor aus a nd canisters in fiscal year 1956 


Type Number | Cost 
Oxygen-breathing apparatus: Type AITI__--_--- 150 $9, 750 
Oxygen-breathing canisters: 
OBA (quick acting) - --- : _ ; 18, 000 162, 000 
OBA (regular) .._..----- 7 : ida 2 14, 000 84, 000 


TUITION-AID PROGRAM 


Mr. Suepparp. I also notice substantial increase in the item for 
supporting services reflected on page 19, especially in the information 
and education program. Evidently this is related to your new tuition- 
aid program described briefly on page 21? 

Captain McKinney. That is correct. 

Mr. Sueprarp. Will you explain to the committee just what was or 
is contemplanted under this new program and how it is being received 
by the enlisted personnel? 

Captain McKinney. In the past the other armed services have had 
this program and we have not utilized it. However, we are going 
along with them this year and putting up 75 percent of the tuition for 
these people who are taking out of working hours courses, off the base 
courses. 

This is a 1957 program and we have no exact information on how 
it will be received, of course. In view of the fact that in past years 
our people have been taking these courses and paying for them them- 
selves while they saw people from the other services being reimbursed 
in part, we therefore expect it will have a beneficial effect on the morale 
of our people. 

Mr. Suepparp. Because it will bring them up to a comparable 
status to that of other services? 

Captain McKinney. That is correct, sil 


CONTROLLED MAINTENANCE PROGRAM 
Mr. SHepparp. On page 23 vou refer to a controlled maintenance 


program which is being established at major facilities. Would you 
please describe this program for the benefit of the committee? 
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Captain McKinney. Yes, sir. This is a program which has been 
set up to provide, first, for the continuous inspection of the structures 
and utilities so that we can develop information as to their condition 
and to permit planned repairs better than we have been able to in 
the past. 

The second step, the planning and estimating which establishes 
these estimates of materials and labor required will become a measure 
of the efficiency of our people in carrying out the work. 

Third, the work scheduling will insure orderly processing of the 
maintenance work through the various shops, and it will give us 
a more efficient accomplishment on the work. 

Then we will have a system of management reports which will 
serve as guides in determining our actual performance and also give 
us a better picture of this backlog of work which we understand is 
building up over our heads. 


BACKLOG OF ROUTINE MAINTENANCE AND OPERATION WORK 


Mr. Suepparp. On page 25 you refer to the backlog of routine 
maintenance and operation work. What is the extent of this backlog 
and what are your plans for reducing it? 

You are reducing maintenance and operation, personnel, by approx- 
imately $550,000. How does this tie in with your plans to reduce the 
maintenance backlog, especially in view of the new installations being 
added to the Navy shore establishments? 

Captain McKinney. Well, we expect this planned maintenance 
work to take care of a great deal of our problem. As to the actual 
amount of backlog we have, we have only a general idea of that, sir, 
from the public works reports which come in. Those are made up 
by the local people and we have to take them with a grain of salt. 

Mr. Suepparp. There is no other procedure you can follow which 
is more definite at the moment; is there? 

Captain McKinney. Well, we have inspections made in the field by 
our personnel. We don’t wholly take their word, sir. We have a 
pretty good knowidge of what the actual conditions are there, but it 
is difficult to reduce it to an exact figure. 

As to how well we will be able to take care of this deferred mainte- 
nance in view of the cuts in personnel we are suffering, only time will 
tell, sir. We are doing the best we can and we hope we will make the 
erade. 

Mr. Suepparp. I would like to address this question to Secretary 
Franke, please. 

What is occurring here, reflecting itself in back of this maintenance 
operation? Where are we going, if you will tell us? Are we cutting 
down the personnel? 

Mr. Franxu. I don’t have detailed information on this, Mr. Chair- 
man. 

Mr. SuHepparp. Would you take a review of that and give us an 
answer in the record? I think it is quite pertinent at this point. 

Mr. Franke. I will do that, sir. 

(The information requested is as follows:) 

Field activities under the management control of the Chief of Naval Personnel 


reduced operation and maintenance personnei as a result of the ceiling reductions, 
as follows: 
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Public works function employment 


Graded Ungraded Total 
Actual on board Sept. 30, 1956. .....-.-----.---.-------------- 272 3, 365 3, 637 
Actual on board projected for remainder of fiscal year 1956... 214 3, 147 3, 361 
Nn a 58 218 276 





Note.—The above reduction in personnel will be made up of personnel support of maintenance activities, 
and not to be construed as a reduction in maintenance and operation which would lead to a deferred main- 
tenance situation. 


HOUSING QUARTERS, NAVAL SUPPLY SCHOOL, ATHENS, GA. 


Mr. SHEPPARD. On page 27, gentlemen, I note you are contemplat- 
ing the furnishing of 590 Capehart housing units at Great Lakes, IIL, 
and 30 housing quarters at the Navy supply school at Athens, Ga. 
When were the public quarters approved and constructed at the 
supply school and what is their status at the present time? 

Captain McKinney. Those were authorized by Public Law 765, 
83d Congress, and they were appropriated for by Public Law 161 of 
the 84th Congress. Their contract will be awarded this April and 
we expect them to be completed by the end of the year, sir. 

Mr. SHepparp. Wasn’t there any opportunity of getting those 
contracts out prior to that time? 

Admiral Hottoway. I should come to Captain McKinney’s assist- 
ance in answering that question. We will have to refer that to the 
Bureau of Yards and Docks to get a categorical answer to that, which 
we will do and produce the answer for the record, sir. 

Mr. Suepparp. If you will, please? 

(The information requested is as follows:) 


In setting up the plans and following through on the details, it was not possible 
to award the contract prior to April 1956. 


POLICY OF FURNISHING FAMILY-HOUSING QUARTERS 


Mr. SHepparp. Is it the policy of the Department of Defense to 
furnish all family-housing quarters, if you gentlemen know? 

Captain McKinney. We are furnishing the public quarters; yes, 
sir. 

Mr. Suepparp. I asked you if it was a policy of the Department of 
Defense, and if that policy has been sent down to your Department? 
Do you know anything about it? 

Admiral Hotioway. Chief of Naval Personnel will interpolate 
again with your permission. The Navy is furnishing public quarters 
the same way in general it has always furnished them before there 
was a Department of Defense. I am unaware of any dictum which 
has come down from the Department of Defense which has reached 
us in connection with the furnishing of quarters. There may be one, 
but I am not aware of it. I will find out. 

Mr. SHepparp. | am referring to family-housing quarters, you 
know. That was my question. 

Is it the policy of the Department of Defense to furnish all family- 
housing quarters? Admiral Smith, have you an answer to that 


question or would you rather supply the answer to the question by 
reviewing it? 


74195—56——21 
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Admiral Smirx. I would have to search for those directives, sir, 
and supply them for the record. 
(The information requested is as follows:) 


Po.icy ON PrRovipING FAMILY HovusineG 


The instructions for the fiscal year 1957 military public works authorization 
program issued by the Assistant Secretary of Defense (Properties and Installa- 
tions) on March 11, 1955, to the three services stated that requests to provide 
family housing should be included on the basis of total firm requirements after 
allowing for all known or foreseeable sources of housing in the area. It is a 
specific Navy objective to obtain family housing in critical areas through ap- 
propriated funds or under the provisions of the recently enacted Capehart 
legislation. 

Mr. SHepparp. What is the general status of your program to 
furnish family-housing quarters as of the moment? 

Admiral Hottoway. Mr. Chairman, I am just beginning to under- 
stand the question now. I thought you meant furniture in the 
quarters at first. You refer to the funishing of family quarters? 

Mr. Suepparp. That is correct at the moment. 

Admiral Hottoway. The responsibility of the Navy to furnish 
family quarters to people who are afloat and in the operating forces 
exists only as the general welfare and moral responsibility. I think 
everyone will bear me out on that. That is a historic position. 

The responsibility for furnishing quarters in isolated stations is a 
very great moral responsibility on the Navy, in places such as Guam, 
and even Honolulu, and we accept it as a very pressing responsibility. 
From my own observations generally, traveling in the field, there 1s a 
waiting list in most places for Government housing for people ordered 
to a forward area. 

I don’t think the Navy ever will undertake in the continental 
United States to have family housing for every man attached to a 
continental installation. That area is one in which I believe the 
policies can best be expressed to you by Vice Admiral Good, and by 
appropriate representatives of the Secretary of the Navy. 

Mr. Suepparp. Now we will change to another subject. However, 
it has to do with cost factors. 


UNIT COST OF FURNISHING HOUSING QUARTERS 


What is the unit cost of furnishing these quarters: 

1, Navywide, and, 2, at the supply school at Athens, Ga.? That 
is furniture and various and sundry other things that go within the 
properties? Iam not talking about the property itself at the moment. 
We got away from that. 

Captain McKinney. Mr. Chairman, I believe we will have to 
supply that for the record. 

Mr. Suepparp. If you will, please. 

(The information requested is as follows:) 


The unit cost of furnishing junior officers’ quarters is— 


PTE cnc cane tos hema wns eel eodein ade JR LS $3, 350 
Sire scene AGO re oe ested oil LOS La a 3, 350 


The remainder of funds requested is for replacement of furniture at other 
facilities. 
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FURNISHING OF CAPEHART HOUSING AT GREAT LAKES 


Mr. SuHepparpb. With reference to the housing at Great Lakes, is it 
the policy of the Department of Defense to furnish all Capehart 
housing units, or do you know? 

Captain McKinney. We are furnishing all of the Capehart housing 
units; yes, sir. 

Mr. SHepparpD. Can you tell us whether or not that is the announced 
policy of the Department of Defense, or will you have to get that 
from some other source to answer the question? 

Captain McKinnry. It is the announced policy of the Depart- 
ment of Defense; yes, sir. 

Mr. SHepparD. Does the Navy plan to operate the Capehart 
housing at Great Lakes or allow it to be operated by the civilians 
during the construction? 

Captain McKinney. The Navy will operate it, sir. 

Mr. SHEPPARD. It would appear that the unit costs for furnishing 
the Capehart housing at Great Lakes is $1,927. How does this 
compare to the cost of furnishing other public quarters? 

Captain McKinney. The figures at Great Lakes are not average 
figures because we have a certain amount of furnishings which are 
available from other enlisted quarters there that will be displaced by 
the Capehart housing, so we are using some of that furniture. There- 
fore those figures are a little below the average. 


NAVYWIDE POLICY OF FURNISHING PUBLIC QUARTERS 


Mr. SHepparp. At this time, Admiral Smith, I wish you would 
insert in the record what appears to be the defensewide policy as to 
the furnishing of these quarters, both as to what is and is not furnished, 
and the unit cost. Will you do that, please? 

Admiral Surru. I bave such a statement, sir, which I can hand to 
the reporter. 


(The statement referred to is as follows:) 


Legislative sanction for public quarters was given by title 34, United States 
Code, section 91la, which states: 

“Within such regulations as may be prescribed by the Secretary of the Navy, 
naval personnel, including members of the Nurse Corps, may be furnished public 
quarters including heat, light, water, and refrigeration.”’ 

By custom, such public quarters have been equipped with furniture. While 
specific legislation is lacking, congressional sanction may reasonably be inferred 
from the fact that section 614 of the fiscal year 1956 Appropriation Act specifically 
prohibits the furnishing of table linens, dishes, glassware, silver, and kitchen 
utensils in public quarters, and hence by omission appears to approve the provi- 
sion of furniture and furnishings not specifically mentioned. 

It is the policy of the Navy (including the Marine Corps) to be guided in 
equipping public quarters, including Capehart quarters, by the allowances pro- 
mulgated to the departments by the Bureau of the Budget Circular A-15, dated 
December 29, 1948. These allowances consist of some 50 types of basic items 
such as chairs, tables, dining room and bedroom furniture, in addition to certain 
lamps, rugs, and miscellaneous basie pieces limited as to quantity and kind per 
room/per quarters. In continental United States, it is mandatory for the Navy 
and Marine Corps to procure basic items of furniture and furnishings from Federal 
supply schedules, except for requirements of substantial quantity or cost, emer- 
gency or special conditions. 

The Bureau of Yards and Docks, on March 3, 1955, furnished the manageinent 
bureaus and offices with the following costs: 





Domestic | Export budg- 
Quarters budget level et level 


RN = incl soi, ts Riis mine iciiicdei eae mma ian Raita Oamie se aed eee ane $4, 750 
NE IOI... ocnanecnncsundavnbswecsdeshunénsabeoneesssgebabaunscbeeemee 

Junior officers 

Enlisted men 


These figures were based on the quantities specified in Bureau of the Budget 
Circular A—15 and the prices specified in the Federal supply schedules, with allow- 
ance for crating and shipping costs, breakage, and special export packing. 

Funds for the purchase of furniture and furnishings are derived from two sources: 
Military construction funds in the case of public quarters constructed from such 
funds, and from the annual appropriations of sponsor bureaus or offices in all other 
cases, including Capehart quarters. (See p. 325 for additional data.) 

Mr. WiacieswortH. What does the cost work out at? 

Admiral Smiru. The domestic quarters furniture allowance is 
$2,400 for enlisted men; junior officers, $3,350; senior officers, $4,150; 
flag officers, $4,750. 

FIELD TRAINING PROGRAM 


Mr. WiccLeswortu. On page 18, under functional training, you 
show an increase of $262,800 in the field training program. That is 
in the neighborhood of 30-percent increase over the current fiscal year. 
Why do you need the $262,800? 

Captain McKinney. Primarily that comes from the requirement for 
us to furnish the oxygen breathing apparatus and canisters which go 
with it, which we have not been furnishing in the past. We received 
them from the Bureau of Ships, sir. 

Mr. WiacLeswortH. You mean they furnished them to you with- 
out reimbursement? 

Captain McKinnny. That has been true in the past, sir. 

Mr. WiacLeswortn. Now it has been determined they will have to 
be reimbursed? 

Captain McKinney. That is correct. 

Mr. WiaGLeswortH. How much does that amount to? 

Captain McKinney. About $250,000. 


TRAINING PUBLICATIONS 


Mr. Wiacieswortn. On the next page, page 19, you show increases 
in three items. There is an increase requested of $148,700 for training 
publications. Why the increase in that item? You have $1,204,500 
for this year, which is $200,000 more than you had the year before. 
Now you seek to increase that another $178,750. 

Admiral Hottoway. May I ask Admiral Yeager to speak to that 
item, sir? I think he is prepared to answer that question. 

Admiral Yuacer. This results primarily from the printing of in- 
struction sheets on fire-control equipment and reprint of basic— — 

Mr. WiceteswortH. What is that? 

Admiral Yracer. Fire-control equipment, electronics, and in- 
struction sheets. We also have Navy tester trainer groups that we 
must use for the new equipment. 

Mr. Wicateswortu. Did you have this work to do before? 

Admiral Yracrer. Yes, sir. But we have new equipment coming 
out all the time, sir. 
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Mr. WIGGLEsworTH. Jumping up 30 percent in 2 years just for 
training publications sounds a little steep without further explanation. 

Admiral Hottoway. We will develop some additional figures on 
that, Mr. Wigglesworth. May I respectfully invite attention to the 
fact that we are moving very rapidly into guided missiles, very rapidly 
into nuclear propulsion, and all those fields require us to start from 
scratch with new textbooks, test equipment, training aids, and every- 
thing of that sort, sir. 

We are in a period of revolution in our equipment and in our pro- 
pulsion and our weapons. It is costly in training and training aids, 
very costly. 

Mr. Wica.eswortu. This is for training publications? 

Admiral Hotioway. That is a very important part of the training 
aids, the new books for new equipment, and the only way the training 
can be provided is to base them upon books and manuals. 

Mr. Wiceteswortu. Please give the committee some breakdown 
of this:estimate. 

Admiral Hotioway. Yes, sir. 

(The information requested is as follows:) 


Procurement of training publications 





| 1956 1957 
7 SD 
Navy training publications centers......................---..- $465, 189 | $498, 106 1 $472, 100 
PPemareee OO Temeometien. . .. 2. nsec. concn ensncens 385, 384 465, 900 2 557, 500 
Procurement of texts and references for training programs_ __- 57, 200 | 103, 094 3 205, 600 
Procurement of texts and references for correspondence courses. 144, 616 | 137, 400 | 4118, 000 





I SGA. nierdatn sd aies vine d es dacine~ sas Jes aeeees dese 1, 052, 389 1, 204, 500 1, 353, 200 





1 See next page for object class cost breakdown of the Navy training publications centers. 

2 Provides for the printing of naval training courses, officer and enlisted correspondence course booklets 
and answer shéets, naval training bulletin, general training publications, and curricula and instructor 
manual. The increase in fiscal year 1957 results primarily from the printing of instruction sheets and 
instructor guides on fire control equipment and the reprint of basic electricity and electronics instruction 
sheets—the first reprint since fiscal year 1954. 

8 Provides for the procurement and contractual producticn of necessary texts and references for schools 
of the Regular Navy. The increase in fiscal year 1957 results primarily from (1) the development and pro- 
duction of synthetic electronics performance tests in casualty analysis and trouble shooting in connection 
with guided missiles and guided missile control; and (2) the development and production of training pub- 
lications on advanced and new electronics equipment, i. e., special communications equipment, search 
radars, and guided missiles. 

4 Provides necessary texts and references from commercial sources to augment naval publications used 
in the correspondence course program. The decrease in fiscal year 1957 results from the contractual preparae 
tion of new courses in fiscal year 1956. 
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Supporting services procurement and distribution of training aids 








1955 1956 1957 

Operation of 11 training aids sections and 2 training aids 
centers and Film Distribution Unit, Anacostia_............- $481, 151 $516, 500 1 497, 700 
ee CEE. eek eunvonsuecssnonapeasts eens 169, 611 150, 000 2 187, 000 
Training sids procurements. __......-..--.....2.)-.----. 5-22. 147, 851 357, 000 3 432, 000 
Motion picture and recorder equipment____.-...-----..------- ice ios wine acer 100, 000 4 90, 000 
Printing and reproduction of training aids_--_.-.------....-----| 1, 690 6, 600 5 2, 500 
Inspection of naval material. ......:....---....---.5---..2.--- | 11, 322 12, 000 6 12, 000 
MOM nis tn cal nn dodbbensdtonsbhuebacdib<-2etaesbad 811, 625 1, 142, 100 1, 221, 200 


! The training aids section and centers administer and supervise the training aids program in the field 
Sections are located in COM 1, 4, 5, 6, 8, 9, 11, 13, 14, 17and PRNC. The 2 training aids centers; located 
in COM 8 and 12, serve a dual function: (1) As distribution coordinators for the east coast and west coast; 
and (2) .as sections for their respective naval districts. The Training Distribution Film Unit, naval air 
station, Anacostia, acts as a depot for training films. 

2 Provides for the production of films used for training purposes. Does not provide for distribution prints. 
Prints are budgeted for by BuAer. The increase in fiscal year 1957 results primarily from the requirements 
for training film in nuclear propulsion. 

3 Provides for the procurement of recordings, transparencies, models, mockups, and devices. Increase 
results from new procurements and replacement of obsolete items. 

4 Represents a continuance of a planned program to fill allowances and to replace machines beyond eco- 
nomical repair. The amount requested will permit the procurement of 200 projectors, 102 replacements, 
98 new procurements, the need for which derives from greater Bureau responsibility for shore-based fleet 
training. 

eee for the printing and reproduction of various charts, posters, and other printed matter used as 
training aids. 

® Provides for the inspection of various procurements by the Office of Naval Material. 


INFORMATION AND EDUCATION 


The information and education program has two basic functions: (1) To pro- 
vide naval personnel with information on national and international affairs 
and/or any other matters that will contribute to making them better citizens 
and more valuable members ot the naval service; and (2) to provide opportunities 
for continued general and vocational education on a voluntary basis, for the pur- 
pose of improving performance of duty, contributing to preparation for advance- 
ment, satisfying intellectual desires, and aiding in the profitable em»nloyment of 
leisure time. 





Requirements 
1955 1956 1957 
rr en ee ee lc cewaaucemens $23, 675 $24, 600 1 $24, 800 
PE eh sce cence secede ce eb cnbas ens Kade Qrebacahdakulccubevededbesdieehtapsaesenes 2 200, 000 
ES ELE ETE LES LET SE ELLE ILE ALS 2, 390 12, 000 3 12,000 
Information and education materials__..........--..---------- 12, 778 16, 000 413, 000 
Printing and reproduction. _-.--- tet i colessccbecese | 20, 391 29, 000 5 20, 000 
a 
| 


te na DOr st a tee Fe 59, 434 | 81, 600 269, 800 
| 


! Provides for administrative expenses. 

2 This is a new program which will provide for the payment of not more than 75 percent of tuition or 
expenses for off-duty education of naval personne] at civilian institutions. 

3 Provides for the hiring of civilian instructors for classes held in USAFI subjects at shore activities. 

4 Information and education materials: (a) Provides for the procurement of language materials used by 
naval personnel personne! ashore in foreign countries. Each ship a a foreign area carries a regional 
kit of assorted language materials applicable to each country likely to visited; (6) Provides for special 
informational materials on national and international affairs; the contractual production of manuscripts 
for pamphlets of special interest; the procurement of language texts which supplement other language mate- 
rials of a simplified nature; and the procurement of miscellaneous texts and tests for use in conduct of infor- 
mation and education programs. 

5 Printing and reproduction: Provides for the printing of materials to inform naval personne! of inservice 
educational opportunities to encourageparticipation and to implement the information phase of the program. 
Typical items are the various ‘‘Sense’”’ pamphlets, posters, information and education newsletter; language 
guides, phrase books, and other publications on information and education matters. 


TUITION AID 


Mr. WicGLeswortH. What about the information and education 
item? You report $188,200. That is four and a half times what you 
had 2 years ago. 


2 a me Neca alle aie k Cnt he nade rie aah ene iit Sls Seas Clalit: 
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Captain McKinney. That is this new program of tuition aid to 
people attending courses during their spare time. The other services 
have been engaged in this in the past, but we have not recently paid 
this tuition. Now we propose to go on the same basis as the other 
services. 

Mr. WiGGLeswortH. How many people and what tuition? 

Captain McKinney. That figure was arrived at by inability to put 
up any more money into the program. I will have to give you the 
figures originally given to us by the planning people and provide it 
for the record, sir. 

(The information requested is as follows:) 

Fight thousand participants in the program based on the experience of other 
services now conducting the program. The maximum payment will be $7.50 


per credit hour and the total estimate includes the provision for some students 
taking 2 courses. 


Mr. Wiaeieswortu. That is all, Mr. Chairman. 


LEGAL INTERPRETATION ON FURNISHING CAPEHART HOUSING 


Mr. SHepparD. One question for the record, gentlemen. Perhaps 
Admiral Smith can respond to this. Has there been any interpretation 
by the General Accounting Office as to the furnishing of the Capehart 
houses? Under the Capehart Act, as I presently interpret it, there 
are two possibilities, one to be operated by private citizens, and the otber 
to be operated by the military. It presents a question as to how far 
the military can go in furnishing the houses that might fall into the 
private-citizen-operated category. 

Have there been questions raised on that issue as of this time? 

Admiral Smrra. That whole subject is under very great current 
pressure. I will provide you the answer for the record, sir. 

Mr. SuHerparp. Very well. 

(The information requested is as follows:) 


STATEMENT SUPPLIED BY ADMIRAL SMITH 


The Capehart amendments to the National Housing Act amends title VIII of 
the Housing Act and adds a new title IV. The purpose of the new title IV is to 
provide a means to relieve the shortage of adequate housing which exists at 
military installations. Section 803 (b) (2) authorizes the construction of public 
quarters where essential military requirements require personnel to reside in 
quarters. Section 403 of the Capehart amendments authorizes the Secretary of 
Defense or his designee to enter into contracts to provide for construction of 
urgently needed housing. Section 403 also provides that any such contract shall 
provide that each housing unit in the project be placed under the control of the 
Secretary of Defense or his designee as soon as the unit is available for occupancy 
as determined by the Commissioner. Any such contract shall also provide that 
except for stock held by the Commissioner the capital stock of the builder be 
transferred to the Secretary of Defense or his designee when the housing has 
been completed as determined by the Commissioner. Section 405 authorizes the 
Secretary or his designee to maintain and operate any housing acquired under 
this title and assign quarters therein to military and civilian personnel and their 
dependents. Section 405 further provides that the payment of principal, interest, 
and other obligations except those of maintenance and operation may be made 
with the appropriations for military pay and allowances. Office of General 
Counsel of the Navy Department in September of 1955 interpreted the provisions 
of title IV to mean housing constructed under this title are public quarters, that 
the service concerned acquire title to any project constructed under the Capehart 
amendment upon its completion, and that the service concerned is authorized’ to 
operate and maintain these housing units as public quarters. This interpretation 
was further confirmed by a Department of Defense directive issued on September 
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7, 1955, wherein the Secretary of Defense delegates certain authority to the 
Secretaries of the three services. Among the authorities so delegated are the 
authority to acquire the capital stock of builders or mortgagors, exercise rights 
or holders of such stocks, dissolve such corporation, and guararitee the payment 
of notes and other legal instruments required of mortgagors by the Federal 
Housing Commissioner and to maintain and operate housing that is acquired and 
assign quarters therein. 

There is no authority which will permit the commanding officer of an activity 
to order military personnel into rental housing. Title VIII (Wherry) housing is 
privately owned and operated as rental housing. Rents for this housing are based 
on a schedule approved by the commanding officer and the local office of the 
Federal Housing Administration. 

On the basis of the Navy’s and the Department of Defense’s interpretation of 
the Capehart amendments, the situation is clear-cut. Such housing is public 
quarters and the Navy acquires title to this housing immediately upon its com- 
pletion and will operate and maintain them as public quarters. There has never 
been any question of private ownership of Capehart housing. Consequently the 
Navy has not considered it necessary to obtain a ruling from the General Account- 
ing Office in this area. 


Tunspay, Marcu 6, 1956. 


TRAINING, Nava RESERVE 


Budget activity No. 2—Training, Naval Reserve 


| +Difference 
No. Project 1955 actual | 1956 estimate | 1957 estimate |1957 compared 
with 1956 


— | —_———— — -_——— —_-_ | —___. 


2-A | Officer candidate training $3, 576, 613 $3, 787, 500 $3, 885, 900 +-$98, 400 
2-B | Direct training, Naval Reserve--------- 544, 673 806, 006 836, 000 é 


) 
2-C | Operation and maintenance 2, 801, 995 3, 486, 600 3, 327, 100 





Total obligations payable from | 
appropriated funds 6, 923, 281 8, 080, 100 8, 049,000 | 
| 


Mr. SHEPPARD. We will pick up budget activity No. 2, “Training, 
Naval Reserve,” reflected on page 28 of the justifications. 

I find that the actual for 1955 was $6,923,281, in 1956 the estimate 
was $8,080,100, and the estimate for 1957 is $8,049,000. This reflects 
a decrease of $31,100. 


STATUS OF OFFICER CANDIDATE PROGRAMS 


In relation to project 2A, in 1955 and 1956 you showed a marked 
inability to achieve your objectives in the various officer-candidate 
programs. What is the reason for this and what is the basis for your 
belief that you will be able to achieve the 1957 objective? 

Captain McKinney. At the present time, sir, in the NROTC 
regular program we plan 6,254. We are falling a little below that but 
have 6,228 on board at the present time. So we assume we are going 
to meet the number of 6,216. 

One of the reasons we have been falling down is attrition after we 
get these people into the pipeline. 

Mr. SHEPPARD. Is that the answer for the estimate appearing in 
this budget as 14,828? 

Captain McKinney. In the main. We are putting more people 
into the pipeline to take care of that attrition this year. 
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INCREASE FOR DIRECT TRAINING 





Mr. Suepparp. With reference to project 2B, I wish you would 
give me a brief general statement on the increase reflected there. 

Captain McKinney. This increase was due primarily to the in- 
crease in consumable supplies and in the per diem for flight crews 
which we had used in transporting reservists to certain types of duty 
where commercial transportation was not available, in general. 

Mr. SHepparp. [ notice you have programed funds for per diem 
for flight crews. What flight crews are used in the Reserve program 
other than those of the Bureau of Aeronautics, and why is it necessary 
to pay them a per diem? 

Captain McKinney. We have been utilizing naval air transporta- 
tion for certain types of training, such as construction battalion units 
and Advance Base Command units where we can give them better 
training overseas. The Bureau of Aeronautics has demurred at 
paying the per diem of some of these flight crews and we have been 
taking it out of these maintenance and operating funds in the past. 
This year those funds are scarce, so we are trying to put it in this 
appropriation, as we believe it applies to this particular area. 

Mr. SuHepparD. Perhaps you had better define a little more liberally 
for the record why the per diem is necessary. 

Captain McKinney. The aviators or crews on the planes are 
entitled to per diem by regulation. They are active duty personnel 
away from their home base. They are not Reserve personnel. 
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REDUCTION FOR OPERATION 







AND MAINTENANCE 








Mr. Suepparp. I notice under project 2C that this is approximately 
$600,000 less than set forth in last year’s budget. What is the reason 
for that? 

Captain McKinney. Primarily that is due to our omission of 
approximately $500,000 for the New York State armories. 












COST OF TRAINING NROTC STUDENTS 





Mr. Anprews. Admiral, could you give me quickly the cost of 
training an NROTC officer compared with training an officer over at 
the Academy? 

Admiral Hottoway. Yes, sir; I think we have that readily avail- 
able. 

Admiral Yreacer. $6,200 per year at the Naval Academy, and 
$1,800 per year for the NROTC regular student. 


NUMBER AND COST OF OFFICER CANDIDATE TRAINEES 










Mr. WiceieswortH. Under item 2A, “Officer candidate training, 
Naval Reserve Officers’ Training Corps,” at page 31 of the justifica- 
tions there is an increase of $128,800. How many students does 
that take care of? There is a total ‘Tuition and operating expenses’’ 
of $3,821,000. 

Captain McKinney. It is for the 6,418 students. 

Mr. Wiaa.ieswortH. That is all told? 

Captain McKinney. That is regular students, and 7,754 contract 
students. 
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Mr. Wiae.ieswortH. Those are both included in the figures given 
under ‘‘Naval Reserve Officers’ Training Corps’”’ on page 31? 

Captain McKinney. Yes, sir. 

Mr. SHepparD. You have an increase of 202 regular officers, 
apparently, and a decrease of 170 in contract. What do you figure 
the operating cost per head? 

Captain McKinney. For the regulars, it is $622 per person out of 
this program and $100 for the contract students. 

Mr. WiacieswortH. What explains the increase of $128,800? 

Captain McKinney. It is primarily due to the greater numbers 
of the regular students. 

Mr. WiccLEeswortH. As I understand it, you have 202 more 
regulars, and offsetting that number there are 170 less contract 
students. 

Commander Rirr. Mr. Wigglesworth, of the 202 regular NROTC 
students, we pay $522 per person for tuition fees and books. On the 
contract students, we only have a minor expense connected with all 
of the NROTC students at the university—the administrative 
expenses. 

Mr. WiaeLeswortuH. Well, 200 regular students at $522 gives a 
plus of about $104,000. 

Commander Rirs. Yes, sir. 

Mr. WiaeieswortH. Then you knock off 100 contract students 
at $170 each. That is $17,000, roughly. So you ought to get by, 
on the basis of that mathematics, with $87,000 instead of $128,000. 

Commander Rire. Mr. Wigglesworth, on the contract students, all 
we pay is operating expenses at the NROTC units—the administrative 
expense. Now we have a slight increase in the administrative 
expense at the Naval Reserve operating units. We have an increase 
of $17,300 for additional contract services at those units, $5,920 for 
material, and with some offset items. So the extra $24,000 is in the 
operating cost at the university for running the units. 

Mr. WiaGLeswortH. When vou revise your remarks, will you 
please insert a brief itemized table that will show the mathematics of 
this picture? 

Commander Rirer. Yes, sir. 

(The table referred to follows: ) 
































| 
| 1955 actual | 1956 estimate | 1957 estimate 
— — — — — — — | —————— 
Naval Reserve Officers’ Training Corps..............--------- | $3,498,776 | $3, 692, 200 | $3, 821, 000 
AAA NR i nncintewebddiathiabies tbidbitsiecebend | 3,076,487 | 3,245,300 | 3, 350, 200 
Ry ND.  dilnk. cadets necclonayderessebesouens frie +2, 842, 287 8,002, 875 ~ 8,099, 900 
Books and instructional equipment--.-_-_..........---.- 234, 200 242, 425 250, 300 
Naval science texts and references._...................-..- ae 43, 608 rae 30, 700 | ON; “31, 100 
Operating expenses, NROTC caoumaetbemmmeaenaaien 239, 772 274, 7 298, 200 
I I oS cc negmendinn acim 10, 259 10, 500 10, 500 
Ednecational testing service... ..........-.......-.-.--..-- 128, 650 131, 000 131, 000 


CONSUMABLE SUPPLIES AND PER DIEM FOR FLIGHT CREWS 


Mr. WieGLeswortna. It is a small item, but cannot you get along 
without the increase of $30,000 under item 2B? 

Captain McKinney. On the $10,000 under consumable supplies, 
we are having additional expenses in the item of electronic supplies, 
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and this amount was arrived at after a careful study of the lists<that 
were supplied to us. 

On the $20,000 for per diem for flight crews, that results in very 
considerable savings to the Government in some cases where we can 
use planes that are available; and, in other cases, it permits us to 
provide a better type of training for these reservists. If we were 
not able to use Government transportation to get them to some over- 
seas base like Argentia, we would not be able to give them as’good 
training as we are able to give them, 


NavAL ACADEMY 


Budget activity No. 3—Naval Academy 











id { + Difference 
No. | Project | 1955 actual | 1956 estimate | 1957 estimate | 1957 compared 
with 1956 
iidicinhahe ieee teed ODN. islets 
3-A | Direct training and instruction-____-- fs & 156, 478 $2, 351, 100 $2, 351, 100 0 
3-B | Operation and maintenance. -.-_...._.- P 5, 477, 613 | 6,042 6, 042, » 600 oi 6, 148, 900 +$106, 300 
Total obligations payable from | 
7, 634, 091 von} 8 8, 393, 700 8, 500, 000 +106, 300 


| appropriated funds - 





Mr. Suepparp. Pickup project activity No. 3, “Naval Academy.’ 

We find you have actual obligations in 1955 of $7,634,091; your esti- 
mate for 1956 is $8,393,700, and your estimate in 1957 is $8,500,000— 
reflecting an increase of $106,300. 


REASON FOR INCREASE FOR 1957 


Give me a brief general statement on your 1957 program at the 
Academy, and I would like to have a confirmation of what is reflected 
on page 43, wherein you reflect your estimate for 1957 will result in 
the completion of the program to eliminate the backlog of deferred 
maintenance at the Academy. 

Captain McKinney. $66,900 of this increase is due to wage-board 
increases. 

Mr. SHepparp. To what is the balance due? 

Captain McKinney. The balance is due to an increase of $35,100 
for nonrecurring costs to replace galley equipment, labor-saving 
equipment, and maintenance equipment; and nonrecurring repairs and 
minor improvements have gone up by $15,100, making a total of 
$106,300. 

Mr. SHepparp. Is that reflected as increased maintenance? 

Captain McKinney. No, sir; increased maintenance is shown on 
page 43 as contract maintenance which is carried under routine 
maintenance and operation, where we are spending an additional 
sum to complete the program that we started last year to get rid 
of the backlog that had been built up at the Naval Academy. 

Mr. SHepparp. And this will accomplish that end? 

Captain McKinney. This will accomplish that end. 
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ALTERATION AND IMPROVEMENT PROJECTS 


Mr. WiceLesworts. Is there anywhere in these justifications an 
itemized list of repairs you want to make at a cost of $205,700? 

Captain McKinney. Yes, sir; there is. 

Mr. Wieaieswortu. In the justifications? 

Captain McKinney. No; not in the justifications. 

Mr. WieeiteswortH. Then the answer is ‘‘No.”’ 

Captain McKinney. The answer is “No.” 

Mr. WicciteswortH. Will you furnish one for the record? 

Captain McKinney. Yes, sir. 

(The information requested is as follows:) 


Naval Academy, Annapolis, Md., $205,700 


Alteration and improvement projects (none) 
Repair projects: 
Replace approximately 960 linear feet of deteriorated, leaking, and 
root-obstructed sewer line on Upshur and Rodgers Road in 
order to provide adequate flow conditions and reduce maintenance 


Replace steam heating system and renovate fresh- and salt-water 
systems in Mahan Hall, Building No. 106, in order to control the 
temperatures and restore service which is essential to the con- 
tinued use of this building - - --- seas alee lee ad Ree helices lara a 72, 500 

Replace 3,000 linear feet of the primary steam-distribution system, 
Bancroft Hall, which is in extremely poor condition and requires 
excessive maintenance to retain the system in an operable 
condition 

Repair 460 linear feet of cable trenches, Gun Shed Building No. 142 
(2d increment) which are leaking ground water to the extent 
that the ordnance equipment is affected by line failures thereby 
disrupting the training program 

Repair sewage pumping facilities station No. 1 through 5, inclusive, 
and approximately 2,200 linear feet of discharge and flow lines 
installed in 1935 that are difficult to operate and costly to 
DI Coss cae nee een ae Detain dakien siemens sae ss 


NN Shc oe ee nn Beatle ca eee S - eee ag. denice 205, 700 
PERSONNEL SUPPORT 
Budget activity No. 4—Personnel support 


| 
| 


| 
| 
| | 


Project | 1955 actual | 1956 estimate | 1957 estimate | 


Procurement of military personnel 000 
Welfare and recreation 000 
Other morale services 437, 400 000 
Field operating expenses 7 000 
! 

000 





Total obligations payable from 
appropriated funds | 12, 087,791 | 














me 
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Mr. Suepparp. We will pick up budget activity No. 
This activity is composed of 4 subdivisions, and the ac ail appro- 
priation in 1955 is reflected as being $12,087,791; your estimate in 
1956 was $14,899,400, and your estimate in 1957 is $16,169,000. That 
reflects an increase of $1,269,600. 

Explain the increase briefly, if you will. 


WELFARE AND RECREATION 


Captain McKinnry. The increase is in item 4B, ‘‘Welfare and 
recreation,” and it is primarily due to the support of the fleet movie 
program from appropriated funds or, rather, to an increase in the 
support of the fleet movie program from appropriated funds over the 
present proportion of that bill. 


MAINTENANCE OF QUALITY OF STUDENTS 


Mr. Suepparp. What is going to be your ability to maintain the 
planned strength by voluntary enlistment, especially in providing 
the mental and educational caliber desired? 

Admiral Hotutoway. The prospects of maintaining the quality of 
our recruits over the next year are good. Already, in the fourth 
quarter of fiscal 1956, I have been steadily applying more rigorous 
criteria to the recruit input in the field. I put no limit the first part 
of the year on category 4 personnel, because we really needed men so 
badly that I did not make the category too strenuous. 

In the fourth quarter, I first applied the 27 percent, which is the 
the national profile of category 4, and then applied more selectivity in 
category 4 itself by coming up some from the bottom. 

Even with our increased rec ruiting activity, you just have to go out 
and sell these people, and enlist them for a period of 4 years, and we 
have to work hard to get quality. There is nothing to do but to go 
out and get it. I think the 2-year average together, 1956 and 1957, 
will bring the average of category 4 down to not more than 27 percent 
of the national profile. 

Over the last year we have had difficulty in finding enough men in 
the high intelligence categories to fill our class A electronics classes, 
electronic technicians, fire control technicians, and technicians in 
other very complicated areas. That is the reason we are pushing all 
out to get quality in our recruits, so that we can make the quotas 
necessary to go into these various technical training programs; to get 
people ready ‘for the guided missiles and the maintenance of adv anced 
fire control equipment. 

That is beyond my limited comprehension, I am frank to admit to 
you, Mr. Chairman—this terrific stuff that we have coming in the 
Navy. 

Mr. Suepparp. Aside from the effort you are putting in, I presume 
those efforts are more or less pronounced upon your ordinary academic 
procedures if you get into that field very much, unless you go into 
the college specialist functions of education. Is that true? 

Admiral Hottoway. That is very true. 

Mr. SuepparD. Obviously you have to select. 

Admiral Hottoway. Rear Admiral Yeager handles the matter of 
advanced training of petty officers who ship over for 6 years. That_is 
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a very forward looking program, but we must move forward and 
keep up with material. 


INCREASED COST PER RECRUIT 


Mr. SueprarD. The cost per person recruited from civil life you 
say has increased from $32 per person in 1956 to $43 per person in 
1957. Why? 

Captain McKinney. In order to procure the higher class recruit 
we require in 1957 over what we have been taking in 1956, we will have 
to maintain approximately the same organization in the field. We 
will obtain a fewer number of recruits in 1957 and, with the same 
organization, the unit cost will therefore go up, although the total 
cost will come down. 

Mr. Suepparb. How is the differential of some $11 to be applied 
in the program as you contemplate it? Is that for publicity, or on 
what project are you going to apply that additional expenditure? 

Captain McKinney. The decrease will be largely in the item of 
travel, lodging, and subsistence since we will handle a lower number 
of recruits. Actually in the area of advertising media, the cost will 
go up slightly, but the overall effect will be a decrease. 


ADEQUACY OF ESTIMATE FOR RECRUITING 


Mr. Suepparp. Do you believe you have enough funds in this 
1957 estimate to preclude having to go into other funds? 

Admiral Hottoway. I would like to get a little reassurance from 
my Director of Recruiting, Captain Benson. We have enough money 
to meet our program as we estimate it without reprograming funds 

vom other appropriations? 

Captain Bunson. Yes, sir. 

Admiral HoLttoway. The answer is in the affirmative. 

Mr. SHepparp. The only change that I think would be possible 
would be a revision of the policy procedure emanating from the 
Office of the Secretary of Defense. 

Admiral Hottoway. That is possible. 

Mr. Suepparp. But you are not going to have, so far as you can 
see now, a repetition of the necessity you heretofore testified to, 
unless something of that character prevails. Is that correet? 

Admiral Hottoway. That appears correct to me; but I would 
interpolate that, as you know, the reaction is a changing scene in the 
country in the course of a year, and all we can do is to make the best 
estimate we can. I think it is a good estimate; I think it is sound, 
and I think we can attain our ends with the moneys we are requesting. 

Mr. SuepparD. While we are on that topic, I presume you had 
some reluctance to come back to Congress because of the attitude of 
Congress relative to supplementals. I presume that had something 
to do with influencing you in your reprograming of funds. Am I[ 
correct in that assumption? 

Admiral Hottoway. At my level, sir; which is an echelon below 
the Secretary, as the chairman knows, the only source of money 
which I saw that I could legally lay my hands on was in my own 
appropriations. And I chose to work out my own problem; I thought 
I could do it quicker, get the money quicker, and get going with this 
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program immediately by that procedure, and time was of the essence. 
I had to move; I had no time to dawdle. We had to begin, and the 
only way was to move. 

Mr. SHepparp. Your explanation of the reprograming operation 
yesterday was acceptable, but I am trying to resolve the potentials 
of this budget against the last budget for this purpose, if possible. 

Admiral Hottoway. Yes, sir. 


INCREASE IN RECRUITING FACILITIES 


Mr. SHepparpb. I notice your recruiting program contemplates the 
operation of 953 recruiting facilities in fiscal year 1957, which compares 
to 430 presented in the justification last year. How many are you 
operating at the present time? 

Captain Benson. We have 989 of the various kinds of recruiting 
stations at the present time; 43 are main recruiting stations; 392 are 
sub and 554 are branch stations. 

Mr.Suepparp. In your subrecruiting stations, am | to interpret from 
that terminology that that means a lessening of your recruiting func- 
tions within certain geographical areas because of a scattered popula- 
tion to which you are appealing? Is that a reasonable assumption? 

Captain Benson. Yes, sir. I might explain a little bit the organ- 
ization of the recruiting service. 

Mr. Suepparp. If you will, please. 

Captain Benson. The countr y is divided into eight recruiting areas, 
each being commanded by a captain of the Navy. Then the country 
is further divided into 43 main recruiting station districts. Each of 
those is commanded by an officer in charge. Under the 43 main sta- 
tions, we have the sub and branch stations. They are all within the 
district. 

Actually at the sub and branch stations, what they do is to canvass 
prospects and send applicants to the main station and it is there that 
the person is actually enlisted. 

Mr. Suepparp. What occurs in the geographical areas where you 
do not have substations, yet there is a potential of scattered popula- 
tion available? Do you ‘authorize your more or less master recruiting 
stations to de legate members of their staff to go out and appear in 
those areas’ 

Captain is Yes, sir; they make itinerary trips. For example, 
on the Easterm Shore of Maryland, the substation there is Salisbury 
and the field recruiting personnel there—a chief and his 1 or 2 petty 
officers—travel all over the Eastern Shore of Maryland to all of the 
various communities. 

Mr. Suepparp. Thank you. 


MOVING-PICTURE PROGRAM 


Under project 4B, in your new plan, two-thirds of the motion- 
picture program cost is to be provided from appropriated funds at a 
cost of $1,396,000. This compares to approximately 19 percent 
financed from appropriated funds in 1956. Why the change? 

Captain McKinney. The reason for that was, sir, that the non- 
appropriated funds available from which we were supporting the 
welfare, including this motion-picture program for the fleet, were 
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slowly going down and we thought it advisable to put more appropri- 
ated funds into this program in order to maintain the balance of 
nonappropriated moneys. The return to this nonappropriated fund 
from the various ship stores and Navy exchanges has been declining 
so that it was necessary to seck some other source of funds to maintain 
this motion-picture program. 

Mr. SHepparp. In other words, the justification for this change in 
procedure is due very much to the same general answer given us for 
the recreational funds on yesterday; is that correct? 

Captain McKinney. That is correct. 


LIBRARY BOOKS 


Mr. SHepparpD. On page 57 you show new library collections at 
certain new sites. Will you supply for the record a statement showing 
the present status of the library installations and the contemplated 
activities? 

Captain McKinney. Yes, sir; we will supply that for the record. 

(The information requested is as follows:) 


Tentative dates of activation of the following activities 
Facility: Date of activation 
Sound research stations (5) _ _ Confidential. 
Naval fuel depot, Rota, Spain Do. 
Naval air station, Hillsboro, Oreg., transferred to Out in 1957 no date 
Portland, Oreg., to be built by Air Force. at this time. 
Naval auxiliary air station, New Iberia, La 1958 or 1959. 
Seaplane facility, south San Diego area Out in 1957 no date 
at this time. 
Naval auxiliary air station, south Texas area (Port May 1957. 
Isabel, La.) 
Naval air facility, Lajes, Azores July 1956. 
Naval air station, Rota, Spain - January 1957. 
Naval air station, Cubi Point, Philippine Islands__-- July 1956. 


OTHER MORALE SERVICES 


Mr. Suepparp. Under project 4C, what is the reason for the increase 
in “Other morale services” reflected as $32,600? It is a small amount, 
but I would like to know what the application of the funds is going 
to be. 

Captain McKinney. $2,900 of that goes to the chaplains’ fund— 
moneys made .available to the chaplain, There is an increase of 
$15,000 to support the Navy’s share of the Olympic games program. 


OLYMPIC GAMES SUPPORT 


Mr. Suepparp. How does this compare with your cost experience 
during the 1952 games? Can you give us that? 

Captain McKinney. We based our estimate on our experience in 
the 1952 games. That is how we arrived at the $25,000—from 
experience. 

Mr. Suepparp. I understand there is some discussion relative to 
having national legislation to appropriate adequate funds for United 
States re presentation in the Olympic games. If that was to become 
law and be effective, would that eliminate any further provision in 
this appropriation request? 
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Admiral HoLttoway. Commander Steen will speak to that. 

Commander Srren. | believe the appropriation you are referring 
to will take over the expenses of the personnel after they have been 
selected. Is not that what you are referring to? 

Mr. Sueprarp. That is correct. 

Commander Steen. And that will cover their expenses up to the 
time they leave the country. Then the Olympic Committee will 

take over the cost of training and travel. 

Mr. Sueprarp. Under that arrangement, also assuming that the 
legislation becomes effective, that would eliminate this cost thereafter 
appearing in the bill; would it not? 

Commander STeEN. No, sir. 

Mr. Suepparb. Explain for the record why it would not. 

Commander Stren. At present, we have approximately 55 men in 
training and we will have up to approximately 100 men in training 
up to the time they qualify and nobody will pick up the tab for that. 
The Olympic Committee will not pick up the tab for this training 
that we are undergoing right now. So it is not until later in the 
development of the Olympic Games that someone else will take over 
the expense. 

The expense of training, of course, involves 5 or 10 times as many 
people as are selected. 

Mr. SuHepparp. That is obvious, because of the subject of elimi- 
nation; is it not? 

Commander STEEN. Yes, sir. 

Mr. SHepparp. Thank you. 


FIELD OPERATING EXPENSES 
RENOVATING AND REFURNISHING BOQ’S 


With reference to project 4D, you are requesting funds to renovate 
and refurnish certain existing bachelor officers’ quarters. Is that 
part of the BOQ program and how does it relate to the same program 
you mentioned last year? What is the status of the program at the 
present time? 

Captain McKinney. I believe it is the continuation of the Navy’s 
BOQ program. Inasmuch as our improvements in this program are 
a result of inspections made by the Inspector General, | assume his 
reports have stirred up similar programs in the other bureaus. It 
is a continuation of the program that we had in last year. 

Mr. Suepparp. What is the status of it at the present time? 

Captain Wuitrr. We have had standards promulgated, sir, which 
would give us something to work toward to try to improve this 
situation, and it is toward an implementing of those standards, 
trying to achieve those standards, that these funds are asked for. 

Mr. Suepparp. What is the total cost of your appropriation, past 
and present for comparative purposes? 

Captain McKinney. On this BOQ coverage? 

Mr. Suepparp. Yes. 

Captain McKinney. Sir, may we add that to the record? 

Mr. Suepparp. I wish you would supply for the record total cost 
of program, appropriations to date, obligations to date, and program 
planning. 


74195—56———22 
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Captain McKInney. Yes, sir. 
(The information requested is as follows:) 


Funds for BOQ furnishings 


Total cost of the program through fiscal year 1957 
Appropriations to date 

Obligations to date 

Program planning 


1 We plan on requesting sufficient funds each year for necessary replacements to keep the BOQ’s at least 
up to minimum standards. 


CATALOGING OF INDUSTRIAL PRODUCTION EQUIPMENT 


Mr. Suupparp. | notice on page 78 of your justifications you are 
requesting an increase due to the accelerated program for cataloging 
of industrial production equipment. Just what industrial production 
equipment does the Bureau of Naval Personnel have and what is the 
status of your cataloging program as of the present time? 

Captain McKinney. This is a program which is navywide. The 
Office of Naval Material advises us as to our share of the cost. It is 
supposed to be a 2-year program. 

We have been advised that this year our costs will not be in excess 
of $10,000. That is $40,000 less than we had in last year. We have 
been advised by the Comptroller that our share of the cost in 1957 
will be $38,000, the sum we have put in this budget. 

Mr. SuHepparp. That portion is allocated to vou departmentalwise 
so far as that is concerned? 

Captain McKinney. That is correct. 

Mr. SHeprarp. Whether you participate actively is another sub- 
ject, I presume? 

Captain McKinniy. Yes, sir. 

Mr. SHEPPARD. It is one of those arbitrary things which creeps 
into your appropriation requirements. Is that correct? 

Captain McKinney. That is correct, sir. 


NUMBER OF SCHOOLS 


Mr. ANpREews. How many schools do you operate, Admiral? 

Commander Rirr. Out of this appropriation we support one at 
Guantanamo Bay, Cuba, and partially our share of one in the Panama 
Canal Zone. 

Mr. Suepparp. Is the school at Guantanamo Bay used exclusively 
by Navy dependents? 

Commander Rirz. No, sir. There is also a cable company, and I 
would have to furnish the name of it for the record, and the depead- 
ents of that company send their dependents to this school and we are 
reimbursed for the charges of that. The name of the company is 
The American Cable Co. 


COST OF MOVIES 


Mr. AnprReEws. I notice your movies costs on page 55. You waut 
260 programs with 30 prints each at an average cost of $11,600 per 
program. The total cost of that is estimated at $3,016,000. 

I wonder if that is in line of being a reasonable charge, Admiral? 
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Admiral Hottoway. Very carefully. Commander Steen is here 
ready to discuss that for the committee. 

Mr. ANprews. And you make no charge for the movies shown to 
Navy personnel? 

Admiral Hottoway. Not to men abroad ship. There are certain 
minimum charges, I think, on shore stations which Commander Steen 
will bring out, sir. 

Commander Stren. We are talking about the fleet movies for use 
on board ship and overseas. Those movies, those 260 a year, are 
leased for a 3-year period. They are distributed and we try to main- 
tain an average of five new pictures to the fleet a week. They are 
distributed to the west coast, throughout the Pacific, 14 prints dis- 
tributed throughout the Atlantic and 16 prints throughout the west 
coast. 

Mr. ANprEws. You show 30 prints here at an average cost of $11,600 
per program. 

Commander Stren. That is right. 

Mr. Anprews. That would make each showing cost you $387. Is 
that correct? 

Commander Steen. That would be for a 3-year period so you would 
divide that by approximately 1,000 to get your daily cost over a 
3-year period. 

You see, we lease the film for 3 years. 

Mr. Anprews. One film for 3 years? 

Commander STEEN. Yes, sir. 

Mr. Anprews. Can you run that one film as many times as you 
want to? 

Commander Steen. Yes, sir. 


PROCESSING OF PERSON FOR RECRUITMENT 


Mr. WicGLeswortH. Referring to your project 4—-A, procurement 
of military personnel, how many people do you expect to process in 
order to obtain the recuits you need in fiscal 1957? 

Admiral Hottoway. Mr. Wigglesworth, that is broken down on 
page 47. It shows Regular Navy recruits, 1957, 98,684; broken serv- 
ice enlistments, 6,000; officer candidate school program, 4,000-plus; 
aviation officer ‘candidates, 1,680; naval aviation cadets, 9: 20; totaling 
111,329. 

Mr. WiaGLeswortH. Which compares with your estimate of 
152,854 in 1956. 

How many persons will be included in your force in fiscal 1957 and 
what is it in 1956? 

Admiral Hottoway. Captain Benson, Director of Recruiting, will 
speak to that question. 

Captain Brunson. For fiscal year 1956, sir, the average number of 
personnel is 3,931, and for fiscal year 1957 it is the same number, sir. 
That is the average over the fiscal year. 


NUMBER OF RECRUITING FACILITIES 


Mr. WiaeLteswortH. Someone gave the chairman, | believe, 989 
recruiting stations broken down into classes of stations. Is that a 
1957 figure? 
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Captain Benson. That is as of the present moment, sir. 

The numbers for fiscal year 1957, the average over the year, is 900, 
sir. 

Mr. WiacLeswortnH. 900 stations? 

Captain Benson. Yes, sir. 

Mr. Wiee.eswortn. Broken down how? 

Captain Benson. Broken down into 43 main stations, 391 sub- 
stations, 500 branch stations, and 19 mobile units. Those are mostly 
trailers and things of that kind, sir. 

I would like to correct the total, sir. It should be 953. 

Mr. WicGLeswortH. You expect to close down about 54 branch 
offices? 

Captain Benson. Yes, sir. Branch offices open and close prac- 
tically all the time. If an officer in charge notices, for instance, that 
there is a place where he goes in for a day or so, say two afternoons, 
he notices that locality is productive, he will open up a branch sta- 
tion. If he notices it is not productive, he will close it down, sir. 

Mr. WicciesworrH. But you expect to keep your recruiting force 
as it is although the number of recruits will drop from 15 2.000 to 
111,000? 

Captain Benson. Yes, sir. That large number of one hundred 
aa fifty-some-odd-thousand includes the people we have gotten this 

sar from the Selective Service. 

ae WiccLeswortH. Then it is not a comparable figure, is it? 

Captain Benson. It is not a comparable figure; no, sir. 

Mr. WicGLeswortH. What is a comparable figure? 

Captain Benson. This year, sir, considering that during this 
month we get the actual 10,000 for which call has been made, total 
selective service this year would be 28,534. 

Mr. WiaG.LeswortH. Does that mean we should knock off 29,000 
from the 152,000 figure you gave me? 

Captain Benson. That is correct, sir. 

Mr. Wiaea.eswortH. That brings it down to about 123,000 or 
124,000? 

Captain Benson. Yes, sir. 

Mr. WieGLeswortH. And 111,000 next year? 

Captain Benson. Yes, sir. 

Mr. Wiaciesworth. Is it fair to say, broadly speaking, that the 
reduction of $148,000, shown on page 45, results from the closing up 
of branch offices? 

Captain McKinney. Mr. Wigglesworth, that is a reduction which 
comes from the lower numbers of people actually being moved. It is 
in the item of “Travel, lodging and subsistence.”’ 

Mr. WiaGiesworrtH. For those examined? 

Captain McKinney. Yes, sir. 


RELATION OF NONAPPROPRIATED TO APPROPRIATED FUNDS USED FOR 
MOVIES 


Mr. WiaccLesworrsn. Under project 4—B, “Welfare and recreation,” 
on page 55, under motion pictures, you indicate you will need in 
1957, $3,056,000, the same figure that you estimate will be obligated 
in the current fiscal year. 
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To meet that requirement you propose $1 million from nonappro- 
priated funds as compared with $2,396,000 in the current fiscal year, 
and in addition $2,056,000 from appropriated funds compared with 
$660,000 in the current fiscal year? 

Admiral Hotitoway. That is correct, sir. 

Mr. WicGLeswortH. Admiral, you discussed in your opening state- 
ment the policy behind this change. I am wondering on what basis 
you came to the conclusion that this was a fair division as between 
nonappropriated and appropriated funds? 

Admiral Hottoway. Mr. Wigglesworth, | did offer a general dis- 
cussion of this matter, as you will recall, and I will be just briefly 
repetitious, perhaps, and then ask Commander Steen to supplement 
my remarks. 

Mr. WIGGLESWoRTH. It is not necessary, | think to repeat at length 
anything you have already said, because I have your general thoughts 
in mind. 

Admiral Hotuoway. I will ask Commander Steen to comment on 
the division of moneys as set forth on page 55 from appropriated and 
nonappropriated funds. 

Commander Stren. The nonappropriated funds we received from 
the ships and stations go into a central fund. From that central fund 
we have paid for a large part of the movie program. The reason we 
have paid for the movie program from nonappropriated funds is that 
at one time during the Korean incident the fund was fairly large and 
we were able to spend that money for the movie program. 

However, since then the fund, this central fund, has been decreasing. 

Mr. Wiae.eswortu. How large is the fund now? 

Commander Steen. The fund right now is $5.8 million. 

Mr. WiaeLeswortH. How large was it a year ago? 

Commander Stren. About 6.7, sir. 

Mr. WicGLeswortsH. How large was it the year before that? 

Commander STEEN. Approximately 6.0 million, sir. 

Admiral Hottoway. We will furnish those figures exactly, Mr. 
Wigglesworth. 

(The information referred to follows:) 


BuPers central recreation fund 
Net worth 


nT ee oe ee ee eee eee eee ce Es -<cccee OO 446, 000 
mee ee ee re a i, a in wae ee cbban 6, 045, 000 
i i inn a Bh i Bs a ae ci de csi 6, 757, 000 
a il cena chic teen aawcerch Seances een’ 5, 851, 000 


Notge.—The increase during fiscal year 1955 was due mainly to the receipt of $662,000 of the residual funds 
of the Central Purchasing Office, Tokyo. 

The indicated over-all decrease in net worth has been held to a minimum by a drastic reduction in financial 
assistance being provided ships and stations. 


Mr. Wiae.ieswortH. You took 2 million 4 roughly out of the 6 
million 5 a year ago, did you not, for this purpose? 

Commander Stren. Yes, sir. 

Mr. Wice.ieswortH. Then you built it up from other sources 
so that it is about $5.8 million now? 

Commander Steen. That is correct. 

Mr. WiaeLteswortH. What was your thinking in determining 
that $1 million was about what was fair to take out of this fund for 
this purpose? 
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Commander Srreen. Mr. Wigglesworth, the primary function 
of the central fund is to assist ships and stations in taking care of 
emergency expenditures. In the past few years the assistance from 
this fund to ships and stations has been cut drastically since the fund 
was losing money. 

Mr. WieeLeswortu. You have not lost very greatly judging by 
the figures you have just given us. 

Commander Sreen. It hasn’t lost money because the grants from 
this fund were cut so drastically. 

If we had continued our policy of grants to these ships and stations 
that we had set up several years ago, and if we had not received addi- 
tional appropriated funds during the Korean war, we would not have 
any money in the fund at the end of fiscal 1956; so the $1 million 
which we have listed here is our estimate of how much money can be 
spared from that fund to support the movie program. 

As I say, the primary purpose of the fund is to assist ships and sta- 
tions, such as in areas like Subie Bay, which is now building up. 

Mr. WicGLeswortH. You are proposing specifically that we increase 
appropriated funds by roughly $1,400,000 because you think it would 
be a little rough on the fund if we made the funds contribution of $2.4 
million this year, more than $1 million next year. 

I just want to get some picture of how justifiable that conclusion is. 

Commander Steen. Well, back during the Korean war it was recog- 
nized that the fleet movie program should be financed with appro- 
priated funds, and we did receive appropriated funds at that time. 

Since then, however, the appropriated funds have been cut. 

Mr. WiccLeswortnH. You have received some every year, however? 

Commander Strren. Yes, sir; a half million dollars. But the fund 
has not been able to perform its primary function in assisting ships 
and stations in emergency grants. Also it has been recognized that 
the fleet movie program is 90 percent of the recreation program on 
board ship, and it has been—— 

Mr. Wiaciesworrn. I am not arguing about that at all. I am 
just trying to pinpoint the picture. Why did you not say $2.3 million? 
Why did you not say $1.5 million? Why did you not say $500,000? 
Why did you put the figure at exactly $1 million? 

Admiral Hotioway. If I may interpolate, I am personally respon- 
sible, of course, for this decision upon advice of my staff. We have 
been going down, as Commander Steen points out, up to $1 million 
a year. It looked to me as if we should check that and try to stabilize 
the fund so we really have a cushion to take care of sizable emergencies 
when we need them. We have always tried to protect the Govern- 
ment’s interest. When we have good years and the fund builds up 
we try to take more of the burden of fleet movies, which we neverthe- 
less believe are basically a responsibility for appropriated funds. 
But we do wish to economize in every possible way. 

It is a question of judgment, and that is the way I approved it, sir. 

Mr. WiccLeswortH. The figures given would indicate that you 
went down $700,000 this year and $500,000 the year before. 

Admiral Hottoway. I would also point out that we are in this whole 
period, over the last 2 years, making a strong drive to provide more 
adequately for our people. We have found a tendency to build operat- 
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ing facilities, and not build the personnel facilities along with it. We 
have made a strong drive at the secretarial level, and with the staff of 
Chief of Navy Personnel, to insist that personnel facilities go along 
with operating facilities. 

There are a lot of inadequate personnel facilities such as swimming 
pools, tennis courts, and dines of that sort, and I want to use this 
central recreation fund for that until appropriated moneys pick up 
the slack, and that is one reason I thought it wise to keep the fund up. 

Mr. WiaGieswortTn. In project 4—D, I see a request for $940,800, 
or an increase of $100,400 compared with estimated obligations in the 
current year. What is this project? Is it a sort of reserve fund? 
From the language there it is not clear to me. 

Captain McKinney. What page is that on, sir? 

Mr. WIGGLESWworTH. Page 71. 

Captain McKinney. That is a fund to take care of our require- 
ments at certain of these naval stations, sir. We can break it down 
for you. It includes 18 different stations, sir, and we can give you———~ 

Mr. WiGeLeswortH. How much was obligated against this fund as 
of some recent date? 

Captain McKinney. Mr. Wigglesworth, we haven’t that figure 
with us but we will be glad to provide it. 

Mr. WiaeLeswortu. Very well. 

(The information requested is as follows:) 


Obligations for Naval Stations as of January 31, 1956, are $499,352. 
OTHER GENERAL SUPPORT COSTS 


Mr. WiGGLEswortH. On page 78, “Other general support costs, 
$485,300,” reflecting an increase of $56,000. ‘The justification indi- 
cates that the estimate covers those personal support items which 
are not readily identifiable with a specific program. What does that 
mean? 

Captain McKinney. I will give you a sample of some of these 
items. 

One is the travel of prisoner escorts and civilian witnesses. That 
is $79,600, sir. 

Travel of personnel on temporary retired list, $221,900, sir. 

Dependents school in the Canal Zone, $80,000. Those are three 
of the larger items, sir. 

Mr. WiceLeswortnH. For what? Dependents school in the Canal 
Zone for what? 

Captain McKinney. Our share of the cost of that, sir. We reim- 
burse the Canal Zone for that, sir. 

Mr. Wice.Leswortn. Give us an obligation figure against this 
item, also please, if you will when you revise your remarks. 

Captain McKinney. Yes, sir. 

(The information requested is as follows:) 


Obligations for other general support costs as of January 31, 1956, are $249,903. 
Mr. WieeieswortH. That is all, Mr. Chairman. 
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OTHER PERSONNEL FACILITIES 


Budget activity No. 5—Other personnel ee 


| | 4 Difference 
bas 


Project | 1955 actual | 1956 estimate | 1957 estimate 
| | 
- | - 


pared with 
«1956 


5-A Operation and maintenance- - -- $5, 803, 778 | $6, 186, 700 $6, 150, 000 — $36, 700 


| 
| 





Mr. SHepparp. We will pick up budget activity No. 5, “Other 
personnel facilities.”’ 

Your _— for 1955 was $5,803,778; estimated in 1956, $6,186,700; 
the 1957 estimate is $6,150,000, reflecting $36,700 decrease. Give 
us an ulinatinn of the decrease. 

Captain McKinney. That is a conglomerate of a number of small 
items, sir, largely receiving station costs, sir. Some go up a little 
bit and some go down. It is rather difficult to define. Some oftthem 
are personnel costs, and for various reasons some go up and down. 

Mr. SHepparp. It is a rather all-inclusive operation in which you 
derive certain funds, and it is reflected in the accumulation to the 
extent of $36,700 in your presentation presently under consideration? 

Captain McKinney. That is correct, sir. 


DEPARTMENTAL ADMINISTRATION 


Budget activity No. 6—Departmental administration 





| | Difference 


ney | (+ or —) 
Num-| : 1956 1957 

Project 1955 actual a : 1957 com- 

ber estimate | estimate | pared with 


| 1956 


6-A | Personal-serviges 
6-B | Other costs 





Total obligations payable 
appropriated funds 


Mr. SHepparp. Budget activity No. 6, “Departmental adminis- 
tration” is the next item. 

This activity No. 6 has to do with departmental administration 
wherein I find your 1955 actual was $9,000,385; estimate in 1956, 
$9,608,600; and for 1957 your estimate is $9,305,000. This reflects 
a decrease of $303,600. What did you cut out in order to accomplish 
the end result of $303,600 decrease? 

Captain McKryney. Mr. MacLean, administrative officer of the 
Bureau, is here and will speak on that. 

Mr. Suepparp. Will you respond to that question? 

Mr. MacLean. The $303,600 decrease is a reduction totally of 
civilian personnel employment. In other words, it reflects a.reduetion 
of civilian personnel employment in the Bureau. 
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Mr. SHepparD. Here in Washington? 
Mr. MacLean. Yes, sir. 


CIVILIAN PERSONNEL 


Mr. SHepparp. Will you insert the personnel table in the record at 
this point? 

Mr. MacLean. Yes, sir. 

(The information requested is as follows:) 
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Admiral Hoxtitoway. In behalf of all of my staff I express my 
appreciation for your kmdness and tolerance. We try to have the 
answers as well as we can get them and we try to do better. 

We will try to produce for the record ample documentation of 
everything required, sir. 

Mr. Suepparp. Admiral Hollow ay, you and your staff have been 
with the committee for a long period of time and have a good general 
idea of what we are interested in and you have always responded to 
the best of your ability and supplied the answers when you didn’t 
have them immediately available. 

We appreciate your appearance very much, gentlemen. 


Tursspay, Marcu 6, 1956. 


AIRCRAFT AND RELATED PROCUREMENT, NAVY 


WITNESSES 
OFFICE OF CHIEF OF NAVAL OPERATIONS 


VICE ADM. THOMAS 8S. COMBS, USN, DEPUTY CHIEF OF NAVAL 
OPERATIONS (AIR) 

REAR ADM. JOHN E. CLARK, USN, DIRECTOR, GUIDED MISSILE 
DIVISION, OFFICE OF THE DEPUTY CHIEF OF NAVAL OPERATIONS 
(ATR) 

REAR ADM. RUFUS E. ROSE, USN, FLEET OPERATIONS DIVISION, 
DEPUTY CHIEF OF NAVAL OPERATIONS (FLEET OPERATIONS 
AND READINESS) 

CAPT. SAMUEL R. BROWN, JR., USN, ASSISTANT FOR BUDGETARY 
MATTERS, OFFICE OF THE DEPUTY CHIEF OF NAVAL OPERATIONS 
AIR 
, BUREAU OF AERONAUTICS 

REAR ADM. JAMES 8S. RUSSELL, USN, CHIEF 

CAPT MORRIS A. HIRSCH, USN, COMPTROLLER 

EDWIN J. LEWIS, DEPUTY COMPTROLLER 

DeLYLE B. MEDLIN, ASSISTANT COMPTROLLER FOR BUDGET 

CAPT. SHELDON W. BROWN, USN, DIRECTOR, PRODUCTION DIVI- 
SION 

CAPT. ROBERT M. REYNOLDS, USN, DIRECTOR, MAINTENANCE 
DIVISION 

OFFICE OF THE COMPTROLLER 

HON. WILLIAM B. FRANKE, ASSISTANT SECRETARY OF THE NAVY 
(FINANCIAL MANAGEMENT) 

REAR ADM. HAROLD P. SMITH, USN, DEPUTY COMPTROLLER 


AIRCRAFT AND RELATED PROCUREMENT, Navy 
Program and financing 





| 1955 actual | 1956 estimate 1957 estimate 
} 
Program by activities: | ; 
Direct obligations (volume of obligations for service | 
account) 
1. Aircraft precurement-.- .-| $2, 305, 991,820 | $1, 772, 529,047 | $1, 748, 748, 000 
Guided missiles and target d drone ; procure- | 
ment_ ‘ 71, 723, 703 183, 746, 187 172, 757, 000 
Training IIE om nis 5 cca gdm cc 16, 321, 862 | 21, 936, 127 14, 169, 000 


2. 
3. 
4. Aircraft modernization. ...- a 18, 665, 398 | 76, 678, 162 | 37, 002, 000 
5. Ground electronic and detection equipment sat 19, 499, 599 | 35, 890, 477 27, 324, 000 








Total direct obligations | 2, 482, 202, 382 | 2,000, 780,000 | 2, 000, 000, 000 
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gras and o fuanciig-—Contioned 


Program by activities—C ontinued 
Reimbursable obligations (volume of obligations 


for other accounts): 
1. Aircraft procurement 
2. Guided missiles and target drone procure- 
ment-_- cnawe 
4. Aircraft modernization -- 


Total reimbursable obligations 


Total obligations. .-.- 


Financing: 


Comparative transfers from other accounts--- 


1955 actual 


$35, 149, 260 


60, 000 
—4, 502 


5, 204, 767 


37, 407, 149 


78, 082, 271 


| 1956 estimate 


1957 estimate 


2, 000, 000, 000 


Unobligated balance brought forward: { 
Appropriations and reimbursements earned _-____|—3, 037, 246, 110 |—: . 939, 626 | ~—2, 184, 447, 296 
Anticipated reimbursements to be earned from 
military assistance fund reservations ’ 
Unobligated balance transferred from ‘Reserve 
tools and facilities, Department of Defense’’ (68 
Stat. 338) - | 
Advances and reimbursements from other accounts: 
Reimbursements from current year military 
assistance fund reservations_ -___- _ — 12, 062, 928 
PP EE aes Mddeb bo dtinemimccinaenodk ; —10, 475, 672 
Future years’ anticipated reimbursements from 
current year military assistance fund reservations. —101, 166, 663 31, , 000 
Reimbursements from non-Federal sources (68 Stat. 


—116, 866, 663 


— 5, 520, 470 


taal — 12, 666, 167 , 295, 000 — 11, 993, 000 
Recovery of prior year obligations... — 508, 725, 157 | , 470, 000 
Unobligated balance carried forward: 
Appropriations and reimbursements earned 
Anticipated reimbursements to be earned in 
future years from military assistance fund res- 
ervations- -- 


3, 170, 939, 626 2, , 447, 296 1, 954, 500, 296 


+101, 166, 663 }, 866, 663 


+98, 866, 663 
Appropriation cnmat 1, 973, 568, 000 905, 602, 000 


1, 737, 900, 000 
Reappropriation ; }, 105, 477 


Note.—Reimbursements from military assistance fund reservations in the fiscal year 1955 are adjusted 
for transactions to equalize military assistance expenditures and deliveries (68 Stat. 1224). 


arene by on 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


DEPARTMENT OF THE NAVY 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year-_- 


A verage salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 


Direct obligations (volume of obligations for service account): 
01 Personal services: 
Permanent positions_- $18, 366, 85 $15, 241, 87) $15, 364, 007 
Regular pay above 52-week base 59, 
Payment above basic rates ; 3, 8: 363, 46: 353, 993 


Total personal services_- 9, 195, 492 5, 665, 5, 718, 000 


02 av Soares 843, 7$ 850, 834, 000 
03 Transportation of things Se eeuate 3, 554, 732 3, 850, 3, 850, 000 
04 Communication services... - ees “2 54, 286 50), 50, 000 
07 +Other contractual services_______- bat ean al 864, 57% 2,! 118, 500 
_ Serv ices aoe by other agencies_- - he 10, 438, 145 2, 444, 736 3, 820, 837 

08 CE ete ead i dala 148, 525 32, 172, 000 
09 elena teas neta ______|2, 408, 460, 206 (2, 011, 648, 6% , 947, 293, 663 
10 Lands and structures_____________- . 1, 746, 140 55, 365, 30, 315, 000 
15 Taxes and assessments._.-. : ae uke Frat 80, 944 33, 02% 33, 000 
Subtotal 2, 445, 386, 848 2, , 150, 887 | 2, 012, 205, 000 
Deduct portion of foregoing obligations originally charged to 
object classes 01, 07, and 09_._- 13, 644, 609 3, 500, 13, 000, 000 


Total direct obligations 2, 431, 742, 239 2, 086, 6 





1 999, 205, 000 
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Obligations by objects—Continued 


Object classification 


1955 actual 


DEPARTMENT OF THE NAVY—continued 


Reimbursable obligations (volume of obligations for other 
accounts): 
09 Equipment-_-_-_-- 


Total, Depart” 


$35, 204, 767 


1956 estimate 


$17, 060, 000 


| 
| 
| 
} 


|2, 103, 680, 887 


1957 estimate 


$1, 999, 205, 000 





2, 466, 947, 006 





DEPARTMENT OF ARMY 


Total, Department of Army: 07 Other contractual services_- 


ATOMIC ENERGY COMMISSION 


Total, Atomic 
services 


Energy Commission: 07 Other contractual 





he 952, 822 


795, 000 





DEPARTMENT OF COMMERCE 


Average number of all employees 
Personal services: Positions other than permanent 
Travel a ecm gape 
Transportation of things.........- : 
Communication services -- 
Other contractual services 
Supplies and materials__-. 
Equipment a 
Taxes and assessments... -- 








Total, Department of Commerce 2, 214 


A. 839, 291 





2, 467, 407, 149 |2, 107, 


Total obligations 780, 000 | 2, 000, 000, | 000 





Budget authorizations, expenditures and balances 





1955 actual 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - 
Transferred from ‘Reserve, tools, and facilities, Department 
of Defense’’ (68 Stat. 338) 
Reappropriation of prior year balances 
Balance brought forward (appropriations and reimbursements 
earned): 
Obligated 
SPINE 3. Soke cok cubic neusnauunawsectpahennececcon cree 037, 246, 110 
Obligated balance transferred from ‘Aircraft and facilities, 
Navy” (69 Stat. 307) 
Reimbursements earned from prior year military assistance 
I ek las i ates icicle hase 


Total budget authorizations available from appropria- | 
tions and reimbursements earned 
Unobligated balance brought forward (anticipated reimburse- 
ments to be earned from military assistance fund reserva- 
tions) 
Future years’ anticipated re imbursements from current year 


military assistance fund reservations. .................-...-- 101, 166, 663 


dpi neck sekaes mM iedE en ane e ie Shbakae bee '$1,973,568,000 | 


| 1956 estimate 


$905, 602, 000 


|3, 286, 520, 021 
3, 170, 939, 626 


20, 551, 158 





|7, 373, 718, 282 


101, 166, 663 





| 31, 700, 000 


| —16, 000, 000 


1957 estimate 


|$1, 737, 900, 000 


3, 430, 270, 986 
2, 184, 447, 206 





7, 334, 618, 282 


116, 866, 663 





Total budget authorizations available 8, 393, 633, 27! 
EXPENDITURES AND RALANCES 
Expenditures— 


Out of curre nt eo itions- pics CORRAa Neto pda alsa Pula }1-885,00, 965 


7,1 506, 584, 945 


| 


| 
{ 100, 000, 000 | 
1,675,000, 000 | 


Total expenditures___._- 
Balance carried forward (appropriation and reimbursement 
earned): 
I a kk hl erate el 
Unobligated 


-|1, 835, 006, 965 


'3, 286, 520, 021 
'3, 170, 939, 626 
Total expenditures and balances from appropriations | 

and reimbursements earned -_- 
Unobligated balance carried forward (anticipted reimburse- 
ments to be earned in future years from military assistance 
og, gg i re sala 


Total expenditures and balances__---.._----- seanencons eee en ate 


'8, 202, 466, 612 |7 
| 


101, 166, 663 | 


1, 775, 000, 000 
| 
3, 430, 270, 986 


2, 184, 447, 296 | 


116, 866, 663 


7, 506, 584, 945 
| 


, 389, 718, 282 | 


| 7,45 451, 484, 945 


125, 000, 000 
1, 675, 000, 000 


"1, 800, 000, 000 


| 3, 598, 117, 986 
1, 954, 500, 296 


7, 352, 618, 282 


98, 866, 663 


7, 451, 484, 945 
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Mr. SHepparD. The next portion of the bill we will inquire into is 
“Aircraft and related procurement.” 

We have Adm. T. S. Combs, Deputy Chief of Naval Operations for 
Air. 

Admiral Combs, have you a prepared statement you wish to present 
to the committee at this time? 

Admiral Comss. I have, sir. 

Mr. SHepparp. You will make your presentation, and we will not 
interrupt you until you have completed it. 


GENERAL STATEMENT OF Deputy Cuinr oF NAVAL OpEerations (Arr) 


Admiral Comss. Mr. Chairman, gentlemen, it is a privilege to 
appear again before this committee in support of the appropriations 
requested for naval aviation. As you may recall, my last appearance 
before this committee was as Chief of the Bureau of Aeronautics. 
Subsequent to my duty in the Bureau, I served as commander, Sixth 
Fleet, the fleet which is on duty in the Mediterranean as tangible 
evidence of our Nation’s determination to preserve and protect the 
free world. This duty has equipped me with recent firsthand knowl- 
edge of our fleet operating requirements. At the same time, I am 
still mindful of the procedures, functions, and responsibilities of the 
Bureau of Aéronautics. It is in the capacity of Deputy Chief of 
Naval Operations for Air, however, that I am appearing before you 
today. I wish to assure you, both for myself and for the officers who 
testify with me, of our earnest desire to provide you with compre- 
hensive and understandable explanations of the details concerning 
naval aviation. 

FORCE LEVELS 


Naval aviation force levels will remain essentially the same as those 
presented to you last year. We have made minor increases in our 
unit equipment, principilly Marine Corps helicopters, and have, at 
the same time, continued reductions in the noncombat or support 
categories of naval aircraft wherever possible. 


OPERATIONS 


We plan, generally, the same level of operational activity in fiscal 
year 1957 as for the current year. Our overseas commitments in the 
far Pacific and the Mediterranean will continue: training and readiness 
programs will be conducted at about the fiscal year 1956 tempo, 
however, there will be increasing utilization of newer weapons in 
fiscal year 1957 with a corresponding increase in combat capability. 
Support requirements will likewise continue as for the current year 
although there will necessarily be an increased requirement for mate- 
rials and facilities in support of advanced weapons and aircraft as 
they are introduced into operations. Specifically, we are programing 
a total of 4.54 million flying hours in fiscal year 1957 as compared to 
4.49 million flying hours in fiscal year 1956. This slight increase is 
due, primarily, to increased activity in the continental defense 
program. 
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OPERATING AIRCRAFT REQUIREMENTS 


Naval aviation consists of first, combat forces; second, support 
forces; and third, Reserve forces. The core of naval aviation, actually 
its reason for existence, is the combat forces. These consist of carrier 
air groups, antisubmarine squadrons, Marine Corps wings, and so on; 
the actual details of which are listed in this classified chart before you. 
These combat forces require supporting forces, such as utility and 
transport squadrons, training units; all essential to the achievement 
and maintenance of optimum combat capability. Finally, we require 
Reserve aviation forces to meet mobilization requirements. Each of 
these combat and noncombat squadrons and units requires a certain 
number and type of aircraft to perform properly its mission. How- 
ever, while the force structure or level remains essentially stable, the 
exact numbers and types of aircraft necessary to equip those forces are 
not static. Variations in mission requirements and weapons-system 
capabilities will change the number and type of aircraft specifically 
required and programed by and for each unit. I realize that we have, 
in previous years, listed a fixed number of aircraft, last year 10,061, 
as the index of naval aviation forces. My statements therefore de- 
scribe a change in our basic way of explaining our operating aircraft 
requirements. ‘To clarify this concept by an example: In the pilot- 
training program we presently process a given number of students 
through a given syllabus. Let us assume that an increase in this 
syllabus is required—we would then have to program additional air- 
craft to the training command in order to process an equivalent num- 
ber of students. The converse might be equally true. Similarly, the 
requirements for other units will vary for other reasons; both up and 
down. The first point, then, that I wish to clarify is that while our 
force levels in terms of units remain stable, the exact number of air- 
craft which we program, or require, to equip those forces has and will 
continue to vary from time to time. Hence, our aircraft numbers 
and types vary, and it is inaccurate to list a fixed precise total number 
of aircraft, from year to year, as the operating aircraft requirement for 
naval aviation. Factually, our overall requirement or goal during 
fiscal year 1957 remains at approximately 10,000 aircraft, and the 
classified chart before you dikes our actual numerical require- 
ments. The second point which I wish to make clear is that the num- 
ber of aircraft actually operating is subject to variations from one 
day to another. We establish our aircraft requirements in terms of 
numbers and types necessary to equip our units as I have just dis- 
cussed, and we use these requirements as procurement goals. When 
procurement does not materialize as scheduled, we are unable, in the 
affected area, to meet our planned requirements and hence the actual 
number of assigned operating aircraft is less than required. To illus- 
trate this aspect more clearly, we have a requirement for a given 
number of helicopters of a certain type, let us say of a type which we 
do not at the moment possess, and we have planned procurement to 
fill this requirement. If delivery of this particular helicopter is de- 
layed, we would not receive the quantity at the time we had origi- 
nally planned. The net result of this is that we would be unable to 
equip our units to planned strength, timewise, and our total operating 
inventory would thereby be reduced. On the other hand, aircraft 
required for such projects as Deep Freeze will necessitate additional 
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operational aircraft which, in turn, will be reflected by an increase in 
the total operating inventory. We have injected this aspect in our 
projected operating plan, and we are showing operating inventories 
which vary from time to time in accordance w ith our best estimates of 
actual operating availabilities. We have used these planned operating 
programs to determine the costs of flight operations, overhauls, and 
other operational support. I am convinced that this refinement 































represents the most accurate and realistic determination of budget 
b requirements that we can prepare. Our detailed backup data reflect 
, the foregoing. 

f AIRCRAFT INVENTORY 

1 

: Naval aviation currently possesses, that is, it owns, an inventory of 
D about 17,000 aircraft. This inventory is composed of two general 
. classifications: inactive and active. ‘The inactive inventory com- 
1 prises approximately 4,400 aircraft and consists of aircraft in storage 
: which have a mobilization potential, a few aircraft temporarily stored 
‘ which have a future peacetime operating requirement, and those air- 
: craft having no peacetime or wartime use awaiting disposal by sale 
. orscrap. Weare endeavoring to reduce this latter category as rapidly 
t as practicable. In the active inventory classification, about 12,600 
i aircraft, there are the 10,000 operating aircraft which I have previously 
s discussed, and approximately 2,600 pipeline or logistic support air- 
s craft. This latter category of the active inventory, logistic support, 
. consists of those aircraft in ready-for-issue pools; ‘those aircraft in a 
* transit status; and those aircraft undergoing and awaiting overhaul 
e and repair. Aircraft within the active inventory are constantly mov- 
d ing from one category to another. For example, a new aircraft would 
ir start its career in logistic support since it would be in transit from the 
- manufacturer to an operating unit. Upon being received by the 
ll operating unit it would become a part of the operating inventory, and 
rs it would normally stay in this category until the completion of its 
oT first service tour, at which time it would revert to the logistic support 
rT category and be overhauled. If it crashed prior to completing its 
ig service tour, it would also revert to the logistic support category to 
1e be repaired. It is important to appreciate that while we indicate 
e- logistic support as a quantity of aircraft this quantity does not con- 
1- sist of the same aircraft ad infinitum. All of the active aircraft will, 
1e at one time or another, appear in the logistic support category. 

of While logistic support aircraft are essential to any aircraft operating 
s- program, it is our aim to reduce this category of nonoperational air- 
nN craft or overhead toa minimum. We can effect reductions by increas- 
ne ing the time between aircraft overhauls, by reducing the time spent 
al in overhaul, by reducing the time in transit, and by adjusting the 
s- ready-issue pools to essential minimums. We have made some prog- 
en ress along these lines and I can report that our fiscal year 1957 _pro- 
ve gram calls for a logistic support of 2,600 aircraft as compared to 2,900 
to for fiscal year 1956. This represents a reduction in overhead of 2.4 
le- percent from the 23 percent we listed last year to a new figure of 20.6 
rj - percent. 

to AIRCRAFT PROCUREMENT 








Our aircraft procurement program has as its goal the providing of 
our operating units with the best equipment which can be obtained. 


74195—56 23 
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In fiscal year 1957 we are requesting funds for the procurement of 
1,468 new aircraft for the naval aircraft program and additional 
UC-1 (Otter) aircraft for Antarctic operations. This quantity, 
when combined with aircraft procured with prior year funds, will 
result in aircraft deliveries of approximately 2,000 aircraft per year 
through calendar 1958. This quantity is, in general, adequate to 
support our quantitative requirements. On the other hand, deliv- 
eries of the newer and advanced aircraft have not met our planned 
schedules with a resultant delay in the achievement of optimum 
modernity. However, there is a point in connection with the re- 
placement of older models beyond which it is operationally imprac- 
ticable to go. In other words, if we were able to procure precisely 
the models and numbers that would provide 100-percent modernity 
in any 1 year, we would, in effect, saturate our inventory and 
thereby preclude procurement for some years following. Hence, for 
the stable, long-pull maintenance of maximum combat capability 
there is a practical modernity percentage which, when attained, will 
remain constant. I estimate this percentage at about 85, and the 
procurement which we are requesting in fiscal year 1957 will provide 
just about that—although there will be categories both above and 
halow this norm. Elimination of these variations between categories 
is one of the aims of procurement planning. It should be emphasized 
that while we speak of procurement in terms of aircraft models and 
numbers, it must be borne in mind that procurement also includes a 
large assortment of collateral equipments. These equipments, such 
as radars, handling gear, and so forth, are just as important as the 
aircraft themselves if maximum combat capability is to be obtained. 


ANNUAL PROCUREMENT REQUIRED 


You will recall that in previous vears we have spoken of an estimated 
annual procurement requirement of approximately 2,400 aircraft per 
vear to support our operating forces, and in the last several years we 
have requested appropriations to procure a considerably lesser number. 
This apparent discrepancy can be explained as follows. Our aircraft 
are projected through their service lives in accordance with planning 
factors involving service-tour length, overhaul time, attrition rates 
both for complete loss and reparable damage. These factors are based 
on past experience and technical aspects, and are adjusted from time to 
time as appropriate. It is a relatively simple task to compute mathe- 
matically the annual gross losses based on such factors. Using the 
latest factors, these calculations indicate a replacement requirement of 
2,187 aircraft per year—the reduction from our previously stated figure 
of 2,400 being due primarily to reduced attrition rates. It is also 
possible to project the existing aircraft inventory through the years 
ahead actually applving the same factors to the airplanes in, or those 
that are delivered into, the inventory. As you can imagine, this is a 
laborious and time-consuming job, but one that has to be done. These 
data will indicate the available inventory at various points in time 
through the years ahead—we show it for every 6 months. 

Using this projected inventory information, we can determine 
category deficiencies and hence determine finite needs by numbers and 
types of aircraft. We then determine the models and quantity which 
can be procured from industry to meet our needs and with this infor- 
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mation firm up our annual aircraft procurement program. ‘The annual 
procurement program is then incorporated into the delivery schedule, 
which includes prior procurement programs, and this delivery sc hedule 
is utilized to determine periodic inventory availabilities by model and 
quantity. By comparing requirements against av ailabilities we can 
determine both the qualitative and quantitative projected aircraft 
situation. Obviously, failure by industry to meet a schedule, or 
slippage, will preclude achievement of qualitative estimates and, in 
some cases, prevent meeting quantitative requirements. In the latter 
circumstances, we are nec ‘essarily forced to procure additional quan- 
tities of available production aircraft without a concurrent and desired 
increment increase in modernity. Our past and present procurement 
programs have reflected this methodology—that is, we have consist- 
ently endeavored to procure modern aircraft in quantities sufficient 
to achieve optimum modernity but when slippages occur we have re- 
duced our procurement to meet quantitative requirements only. It is 
the resulting balance between what we are able to procure against 
modernity requirements and what we need numerically that has caused 
the reduced and variable procurement programs during the past few 
years. I should like to point out that our preliminary planning in 
respect to fiscal year 1958 indicates an increase in aircraft procurement 
in comparison to fiscal year 1957. 


AVIATION SHORE FACILITIES 


Our Aviation Shore Establishment has been markedly affected both 
by the increasing complexity of air operations and by the growing 
responsibilities of naval aviation. The larger and faster aircraft re- 
quire considerably more airspace in which to operate than their pred- 
ecessors, making necessary the building of new stations and facilities 
and the modernization and improvement of facilities at existing 
stations. The fleet forces operating in the outer reaches of the Atlantic 
and. Pacific Ocean areas require increased support from bases both at 
home and overseas to permit geographic dispersal necessary to meet 
international commitments and to provide for the continental defense 
of the United States. The importance of adequate support facilities 
to the versatility and combat effectiveness of our carrier forces long 
has been recognized and since Korea we have been modernizing and 
expanding the Shore Establishment as our resources permit. 

[ am again emphasizing the need to modernize our aviation shore 
facilities. We must have runways, servicing equipment, navigational 
aids, and training facilities, of the right kind and quantity if we are 
to achieve maximum capability with the aircraft we are getting. In 
addition, it is essential that we provide adequate living and working 
conditions for our personnel at these bases if we are to obtain and 
retain the caliber of personnel necessary to fly and maintain our 
modern aircraft and their associated complex equipments. We are 
devoting great effort to insure that our construction and maintenance 
programs are sound. 

FLIGHT SAFETY 


I would like to mention one achievement of which we are particu- 
larly proud—that is the improvement we have made in our aircraft 
accident rates. The Navy overall aircraft accident rate dropped from 
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4.42 accidents per 10,000 flying hours in calendar 1954 to 3.56 acci- 
dents per 10,000 flying hours in calendar 1955. In carrier landing 
operations, we had 3.2 accidents per 1,000 landings in 1954, and 2.4 
accidents per 1,000 landings in 1955. Our safety program is paying 
high dividends—I hope to be able to report a continued improvement 
in 1956. 

SUMMARY 


I have discussed in considerable detail our aircraft operating and 
procurement programs and have indicated that the level of operations 
conducted this year will be, in general, continued through fiscal year 
1957. The reason that I have done this is that all of the manifold 
activities of naval aviation are directly determined by the aircraft 
program. In formulating our budget requirements we start with the 
aircraft program and from this determine our needs in other cate- 
gories. For example, the number of pilots we must train each year 
is determined by the needs of the fleet squadrons, and the type and 
number of aircraft in these squadrons determines those needs. From 
the required pilot output we determine the facilities, the aircraft, the 
operating requirements for the training command. This sort of cal- 
culation or determination is made for all of the numerous activities 
comprising naval aviation, and the requirements so determined are 
translated by the Chief of the Bureau of Aeronautics into dollars 
which, in turn, are presented to you in our budget requests. I believe 
that these requirements are essential in the execution of the missions 
of the Navy; that they are mutually compatible and mutually support- 
ing; and that they fully justify the budget we are requesting. 

Mr. SHepparp. Thank you for your statement, Admiral. As a 
matter of procedure, I think instead of continuing with other state- 
ments it would be advisable for purposes of continuity that we make 
our inquiries pertaining to the statement the admiral has made 
separately from the other ones. 

Now, Admiral, on page 2 you refer to the component parts of 
naval aviation—namely, combat forces, support forces and reserve 
forces. 

I wonder if you would give us some idea of the strength of each of 
these forces as well as what you consider your requirements to be 
in these areas. 

Admiral Comps. Off the record, please, sir. 

(Discussion off the record.) 


AIRCRAFT INVENTORY 





Mr. Suepparp. On page 5 of your statement you refer to our 
aircraft inventory and disclose that approximately 4,400 aircraft 
are in the inactive status. Would you give the committee some 
idea of what type of aircraft are included in that category and would 
it be feasible to consider lease of any of these aircraft to commercial 
operators? 

Admiral Comps. Those aircraft, Mr. Chairman, comprise several 
categories. Some of the aircraft are those for which we can find 
further use. 

Mr. SuepparpD. Before you leave that what would be the type of 
usage you would apply to that type of plane? What is contemplated 
usage? 
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Admiral Comrs. We might use them at some future time. We 
might use them in our combat training. We might send them to the 
training command for additional training. 

Another category are the old aircraft for which we can find no use. 
Those are up for sale or for destruction. In that category we adver- 
tise throughout the services and throughout Government to find out 
if any Government activity could use them. If they can, they are 
turned over to them. If not, then we advertise them for sale. 

Mr. SuepparD. You mean you advertise for sale to the public? 

Admiral Comrs. Yes, sir. If we find no buyers, then we cut them 
up, melt them down for scrap. 

Now, another category, sir, are those aircraft that we do not need 
in peacetime but for which we have a use on mobilization in wartime. 


LEASING OF TRANSPORT PLANES TO COMMERCIAL OPERATORS 


Mr. SuHepparpb. What type of plane would that be? 

Admiral Comrs. They may be the small passenger transport type 
like the JRB’s. They may be the larger transport type like the 
R4D’s. We have a considerable mobilization requirement for trans- 
port-type aircraft. Now those transport planes we would like to 
lease 1f we could. They are doing us no good sitting there on the 
ground and not in use. They have a potential. We can advertise 
through the various channels, usually this is controlled by the CAA, 
to get commercial firms to enter into an agreement with us to lease 
these aircraft. If we can do that, we will let those people have them 
with the understanding that they will take them as is; they will put 
them in condition to fly; they will keep them in the flyable condition 
which we desire, and they will turn them back to us on call after a 
certain amount of notice. We are now preparing that procedure for 
a group of R4D aircraft. 

Mr. SHepparp. It is my understanding, or the committee’s under- 
standing, rather, from the testimony of Secretary Smith that the 
Navy is already in certain leasing programs with certain types of 
transport planes. 

Admiral Comrs. We are, sir. 

Mr. SuHepparpb. Are those transport planes to your knowledge 
workable in modern day competitive business transportation require- 
ments? 

Admiral Comps. I believe they are, sir; in certain areas. They 
certainly are not competitive with the hauling of passengers or the 
hauling of fast freight, but I should say for small firms that need them 
for short hauls for doing odd jobs I think they would be very useful. 

Mr. SHepparD. You had no occasion up to this moment to reach 
the point of sounding out the absorption or potential absorption by 
private business operations in that field, have you? 

Admiral Comps. No, sir; we are just now starting that for this 
group of airplanes. 

Mr. SHEPPARD. What would be the total amount of planes in the 
category of susceptibility to private business out of the total you 
have referred to; about how many of those ships would be in that 
category? 

Admiral Comps. I would say, sir; about 200. 

Mr. SHepparD. What is their general condition? 
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Admiral Comss. Some of them are in fair condition. Others have 
come to the end of their regular tour for overhaul which means they 
are not in very good shape and instead of overhauling them, we have 
stored them. Any of them, however, which are taken over by these 
firms must be overhauled by them. They take them in the “as is” 
condition. 

AIRCRAFT DELIVERIES 


Mr. SHepparD. On page 7 of your statement you state— 


deliveries of the newer and advanced aircraft have not met our planned schedules 
with the resultant delay in the achievement of optimum modernity. 

Would you expand on this and tell us why these schedules have not 
been met and which particular types of aircraft are involved? 

Admiral RusseLu. May I answer that, sir? 

Mr. SuHepparpb. Yes, any interrogation presented may be delegated 
to whoever is here. 

Admiral Russreuu. I am Chief of the Bureau of Aeronautics. 

Sir, I will cite the percent of slippages in deliveries against what we 
have submitted in our budget plans to the Congress. For calendar 
year 1950, 5.9 percent; for 1951, 28.2 percent. I would point out this 
is the period of Korean demand when our schedules were quite am- 
bitious. We were getting behind then. For 1952, 18 percent; for 
1953, 19.3 percent; for 1954, 10.8 percent, and for the past year, 1955, 
which is complete now, 7.2 percent. 

You see, we are catching up again, having lost up to 28 percent at 
the time of the great effort to bring out planes for the Koreaa emer- 
gency, sir. 

Mr. SHepparp. How many innovations, meaning scientific innova- 
tions, are being incorporated in the number of new planes that you 
are ordering under the existing budget? 

Admiral Russeuu. Off the record. 

(Discussion off the record.) 


MODERNIZATION OF AIRCRAFT INVENTORY 


Mr. Suepparp. I note on page 7 you refer to the degree of moderni- 
zation of your aircraft and state: 


There will be categories both above and below this norm. 


Referring to the 85 percent of modernization at the present time, 
which, if any, of these categories are below this percentage? 

Admiral Comps. Off the record. 

(Discussion off the record.) 


AIRCRAFT DELIVERY SCHEDULES 


Mr. Suepparp. I have one final question on your general statement. 
It has to do with the firmness of your present procurement schedule, 
including those proposed for the fiscal year 1957. 

Just how firm do you actually consider that requirement to be at 
the moment? 

Admiral Comss. Well, as far as our requirements are concerned, 
we will fluctuate up and down a little bit, through such unforeseen 
circumstances such as additional planes for Deepfreeze. In that area 
we will fluctuate as we go along; so much for requirements. 
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Now, in the ability of Bureau of Aeronautics to get the airplanes, 
on their procurement schedules, I would like Admiral Russell to speak. 

Mr. Suepparp. All right. 

Admiral Russevu. The situation is improving. It has improved 
since the Korean effort in several different ways. We have a better 
system for getting planes into service. This is the so-called FIRM 
program, fleet introduction of replacement models. Additionally, we 
have a policy we call the “line in being” policy. Until we are sure 
of the airplane which replaces another airplane in the fleet, we keep 
the older model going. We do not cut short the production line. 

We are getting definitive specifications earlier. This is a general 
sign of getting our house in order after the tremendous effort of Korea. 
We are obtaining firm proposals and processing our contractual docu- 
ments earlier and streamlining our contractual processes. We are 
giving precontractual authorization for the contractors to proceed 
with long lead-time components which have held us up in the past. 

For example, the airplane might be ready but the radar set was 
not ready to go into it. We are using production-type tooling on 
the early models of airplanes without making the first model more or 
less handmade, and then going to production. We are putting pilot 
line quantities out in advance of a larger production order so we see 
the production problems early and get them mastered as we go into 
production. 

These, in general, are the ways in which we are firming up our 
business and doing better at the job of meeting our requirements, 
Mr. Chairman. 


ABILITY TO MEET DELIVERY SCHEDULES 


Mr. Suepparp. A Member of the House asked me to propound this 
question to you gentlemen: It has to do with your concept of more 
rapid delivery and less lead-time requirement if X producer of specific 
plane design was directing the entire production schedule or output 
of said plant to the Navy’s requirements versus that of a combination 
of private business and Navy operations. What is your answer to 
that? 

Admiral Comps. I have felt, myself, in certain instances that pos- 
sibly at certain plants the first team of the contractor was not on the 
Navy business. I feel that is the Navy’s problem and that we must 
insure, since we are the prime business associate of this contractor— 
in other words we are his biggest customer—that it is to his advantage 
and certainly should be called upon by us to give us priority treatment. 

Mr. SHepparp. Of course, under the contracts which you issue I 
presume you do have a time element under the production require- 
ment, do you not? 

Admiral Comps. Yes, sir. 

Mr. SuepparpD. Would not that, within itself, act as somewhat of a 
mature consideration upon the part of the production firm in expedit- 
ing Navy’s requirements, or does it work in reverse? 

In other words, what I am asking is: Just how well does the prime 
contractor live up to the specified time that is incorporated within 
his contract? 

Admiral Russe... I should say he has done better in the recent past 
than in the more distant past. 
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With regard to competition between commercial work and Govern- 
ment work, the commercial work is beneficial in a Government plant 
because it gives us a facility for expanding in time of mobilization. 
It also sparks ideas. For example, if a certain company is conducting 
a research program, they may very well be researching, for commercial 
work, things which will assist us—production methods, all sorts of 
things. I would say that, in general, we get good response from our 
airframe contractors and we must look upon it as rather a team en- 
deavor. 

As you know, military business is not a very sure business and there 
is not any great guaranty that it will continue forever. 

Mr. Suepparp. It is only sure, I would assume, to the degree of the 
contracts written for and the number of planes involved in the con- 
tract. However, the sureness of the function would be somewhat 
indicated by the lead time that is involved in getting the end results 
of your contract requirements, is that not a fact? 

Admiral Russetu. That is right. 

Mr. SHeppParD. In other words, under existing conditions that we 
are presently dealing with in our procurement requirements for planes 
and, of course, all the appurtenances that are necessary, do you figure 
you are getting about the best production results timewise that you 
are able to attain? Would that be a correct assumption? 

Admiral Russexiu. In general, Mr. Chairman. I would like to 
add, however, that we are not complacent on this subject. We 
would like always to have something better. But in the overall 
average, I think the airframe contractor in this country does a good 
job. 


ELIMINATION OF SUBCONTRACTORS IN AIRCRAFT PRODUCTION 


Mr. SHepparp. What slowdown in your production requirements, 
if there is any, would have its result from the fact that some of the 
prime contractors are now eliminating subcontractors and taking 
what heretofore has been subcontracted out into their own operation? 

Admiral Russeuu. It is rather difficult to relate the subcontracting 
directly to progress by the prime. It depends a lot on the skill of 
the subcontractor, of course. 

Mr. SHepparp. And also the ability of the prime contractor to 
absorb the additional load he has taken into his plant by eliminating 
the sub? 

Admiral Russretu. That is correct, sir. 

Admiral Comss. There is one point we should never forget that by 
using the subcontractors the potential of spreading the production 
base in time of emergency is much greater. 

Mr. Suepparp. Of course, I think that is a recognized fact and that 
within itself should be an indicating factor that your prime contractor 
does not do too much of his own subcontracting that heretofore has 
been subcontracted. 

Admiral Comps. Yes, sir. 

Mr. SHepparp. That is true; is it not? 

Admiral Comps. Yes, sir. 

Mr. Suepparp. If we found a firm that was doing within its own 
operations additional subcontracting as compared with what its pro- 
duction levels indicated as of a year ago, I assume Navy would be 
inclined to frown upon that; would you not? 
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Admiral Comss. I would rather have Admiral] Russell answer that. 
He is in the buying business. 

Admiral Russetu. I would say this depends on individual circum- 
stances. In general, sir, we encourage subcontracting as a means of 
spreading the base. 

Mr. SHepparp. And it might have a very wholesome effect upon 
getting your planes delivered in accordance with the time schedules 
incorporated within the contract. 

Admiral Russetu. It would. 

Mr. SuHepparp. Assuming, of course, your subcontractor is an effi- 
cient operator and produces under his time-schedule requirements? 

Admiral Russetu. If the subcontractor is proficient, that is correct. 

Mr. SHepparp. Under the law of industrial production it has been 
an accepted criterion that the distribution of the work effort would 
expedite the end result, always, of course, considering you have effi- 
ciency of function by the subs. 

Admiral Russeuu. Yes, sir. 

Mr. Suepparp. But you find there is no field here in the categories 
to which I have referred of embarrassment to the Navy, in obtaining 
its planes as rapidly as they would like to have them? 

Admiral Russe... I feel there is no embarrassment. 

Mr. SHepparp. Mr. Andrews, do you have some interrogations on 
the statement made by Admiral Combs? 


NUMBER OF OPERATING AIRCRAFT 


Mr. AnprEws. Admiral, you may want this off the record, but it 
looks like you are low in your operating planes through fiscal 1957. 
Is it planned to continue at about that level for some years to come? 

Admiral Comps. Yes, sir; at about the 10,000 plane level. 

Mr. AnpreEws. Keeping about 10,000 planes ready to go? 

Admiral Comps. About 10,000 in an operating status. 

Mr. ANDREws. And you expect to get new planes at about the rate 
of 2,000 a year? 

Admiral Comps. Yes, sir. 

Mr. Anprews. Which will keep your operating number at about 
10,000? 

Admiral Comps. Yes, sir; taking into account our attrition and all 
of our losses. 

Mr. Anprews. Do you think the level of operational activity for 
the next fiscal year and the year after, and through 1959 is adequate, 
taking into consideration conditions that exist in the world today? 

Admiral Comps. I believe it is, sir. We are certainly not plush, 
but I think with the new units we will balance out our commitments. 

Mr. AnpreEws. I believe the testimony before us is that your loss 
will be within 7 percent of what you need, or what you expect, at the 
end of this fiscal vear; is that right? 

Admiral Russeutu. This was our experience in calendar year 1955, 
and we hope to do that in the current year. 


ADAPTABILITY OF PROCUREMENT PROGRAM TO EXPANSION 
Mr. ANpREws. Assuming we got in trouble and the need grew 


overnight for additional flying planes, and it was necessary to increase 
considerably the size of our operational force in the Navy, what 
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would the production picture be under those conditions? Could the 
rate of production be materially increased? 

Admiral Comps. Yes, sir; I believe it could. We would have to 
do several things that could not be done overnight; it would take 
time to do. 

Mr. Anprews. | mean figuratively speaking. 

Admiral Comps. We would have to do several things, as we said 
this morning, in our subcontracting. We would have to go directly 
to our prime contractors and say, “This is an emergency. You 
have got to use your main plants now more than ever for the assembly 
of these aircraft, and you have to go out to your subcontractors more 
and more and get your subcontractors to bring parts in here and put 
them together.” In that way, we would expand. our base. We 
would do it as quickly as we could and that, historically, has taken 
some considerable amount of time. 

Mr. AnNDreEws. But we would not be starting from scratch, so to 
speak. 

Admiral Comps. No, sir. 

Mr. ANprews. The manufacturer would have his tools and have 
his blueprint plans and could very easily, I would think, or hope, 
step up his rate of production. Now I want to ask you about this 
statement that you made. You say: 

Our preliminary planning in respect to fiscal year 1958 indicates an increase in 
aircraft procurement in comparison to fiscal year 1957. 

What about that statement, Admiral? That is on page 9 of your 
statement, where you say: 

I should like to point out that our preliminary planning with respect to fiscal 
year 1958 indicates an increase of aircraft procurement in comparison to fiscal 
year 1957. 

Admiral Comps. As you remember, I said previously that we were 
getting this year some 1,468 new planes which were being augmented 
by airplanes being delivered on prior procurement. It is in the area 
of prior procurement that our numbers next year and the year fol- 
lowing will decrease. To hold the level of 2,000, we must in the 
following year order more planes, because we will have less planes 
being delivered on the prior program. 

Mr. AnpDrREws. This means, then, that your budget for next year, 
fiscal 1958, dollarwise will be greater than this budget? 

Admiral Comps. For aircraft procurement dollarwise it will be 
greater. ‘Total number of airplanes will stay just about at the 2,000 
plane level. 

MODERNIZATION OF SHORE FACILITIES 


Mr. AnpDREws. Also you say: 


I am again emphasizing the need to modernize our aviation shore facilities. 





Admiral Comps. That is correct, sir. 

Mr. Anprews. That is due to the fact you have the faster planes 
and bigger planes? 

Admiral Comps. That is right; yes, sir. 

Mr. Anprews. Is there enough money in this budget for you to go 
forward with that program of modernizing your shore facilities? 

Admiral Comps. Yes, sir; there is money in the budget for shore 










public works budget, which is the responsibility of another committee. 
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AVIATION SAFETY PROGRAM 


Mr. ANpDREws. I was impressed with the figures you gave showing 
the progress you are making in your safety program. ‘Tell us briefly 
what you are doing. 

Admiral Comps. We are very proud of it. That means that 
today, or at the end of the past calendar year, we have walking 
around and alive 94 more pilots than we would have had if we had not 
made this improvement. We have saved the lives of 94 people. 

Mr. Anprews. Tell us briefly what you are doing in that program. 

Admiral Comss. We have instituted in each squadron and unit in 
our aviation structure a safety officer. That officer is intimately 
associated with all of the facilities and all of the members of that 
squadron. He is thoroughly familiar with all of the safety orders 
that are issued by our safety unit in Norfolk. That safety unit 
watches the statistics very carefully; it analyzes crashes. If there is 
a pattern of crashes indicating similarity, they determine the cause 
and immediately send word out to all of our units, ‘‘Be very careful 
in this area. You have had in the last month so many accidents of a 
similar kind. You must get your pilots together and instruct them 
in proper procedures.” It is giving very close attention to details 
like that, and with the awareness of what safety means, that we have 
been able to accomplish this safety record. It is an all-hands job, 
from the commanding officer of the unit right on down to the youngest 
sailor in that organization. 

Mr. Anprews. How long have you had that program? 

Admiral Comps. We have had this program going on in this con- 
centrated way for about 2 years, and it is now paying off. 

Mr. ANDREws. You made more advance in this program last vear 
than you did the year before? 

Admiral Comps. We have made advances all along. We have 
very complete records on this and for the past years we have shown 
a very gratifying decrease in our accidents. 


AIRCRAFT ACCIDENTS 


Mr. Anprews. Now you have had long experience in the field 
of naval aviation. W hat percentage of the accidents would you 
say is due to negligence of the pilots? 

‘Admiral Comrs. About 48 percent is due to pilot error. 

Mr. Anprews. And the other half is due to what? 

Admiral Cons. I will break it down a little further. About 
48 percent is due to pilot error and about 9 percent is due to other 
personnel error—maybe an air crewman forgot to do something on 
the plane. The total human failure is 58 percent. That was in 
1954. In 1955, that human element was reduced to 55.9 percent. 
I do not have all of the statistics but let me give you the statistics on 
1955. I have a breakdown here. 

The total human failure was 55.9 percent; material failure was 
24.8 percent, and undetermined was 18.3 percent. 

On many occasions a plane will crash to total destruction and you 
never find out what happened. 
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AIRCRAFT INVENTORY 


Mr. WiccLeswortn. Admiral, on page 5 of your opening statement 
you indicate that in fiscal year 1957 you are going to oe about 
10,000 operating aircraft and about 12,500 if you include logistic 
support. 

Admiral Comps. Yes, sir. 

Mr. WicGLeswortnh. For a total of 12,500 in active inventory. 

Admiral Comps. Yes, sir. 

Mr. WiacieswortnH. And on top of that about 4,400 in the inactive 
category, giving something around 17,000 aircraft. 

Admiral Coss. Yes, sir. 

Mr. WieeLteswortu. You have given us the details off the record 
of the overall picture. 

Just a few questions, off the record. 

(Discussion off the record.) 


NEW PLANE PROCUREMENT TO MEET MODERNIZATION AND REPLACE- 
MENT NEEDS 


Mr. WiaeiteswortH. I note that our construction program for 
1957 is as it has been for some time primarily for the purpose of 
improving or modernizing, as distinct from increasing the number of 
planes? 

Admiral Comps. That is correct. We plan to keep the number 
just about level as we go through the next few years, but we will 
ae up our modernity to about 85 percent. 

Mr. WiceteswortH. And you think 85 percent is just about the 
maximum from the practical standpoint of keeping up to date that 
we can have modernized at any one time? 

Admiral Comps. That is what I feel. If we go further than that, 
then there will be years following in which procurement would have 
to be reduced. 

Mr. Wiceieswortn. Of course anyone looking at your appropria- 
tion request would think there was an enormous stepup in planes, 
if they were not told the facts. Without going into detail, the reason 
for the very large increase in appropriation requested here as com- 
pared to last year is that carryover funds which were available a 
year ago are largely out of the picture now? 

Admiral Comrs. They are decreasing all the time. And that was 
the reason for our statement that next year we would require more 
funds than this; that the supply of prior funds is coming to the 
bottom of the barrel. 

Mr. WigeLeswortH. Over and above the new money, you will 
utilize some funds that have not been drawn upon yet? 

Admiral Russre.tu. That is correct, sir. 

Mr. WiceLeswortu. But next year the barrel will be pretty well 
down, as far as prior funds are concerned? 

Admiral Russretu. That is correct. I will go into that in detail 
later. 

Mr. Wicctesworrn. Is this figure of 2,187 new aircraft per year, 
which you have given us, liable to hold in the future? 

Admiral Comps. I think, Mr. Wigglesworth, it will vary. I would 
not say whether necessarily it will go down or up. If we continue 
our good work in the safety field, I would estimate we would have 
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less crashes and maybe we would have need for less airplanes to keep 
our level. But that I cannot predict. 


REDUCTION OF AIRCRAFT IN LOGISTIC 


Mr. Wiae.iesworth. Is this figure affected by what you are doing 
in the pipeline field in shortening the time for repair? 

Admiral Compss. That is right; shortening logistic pipeline, and the 
progress we make in our safety campaign. Every one less crash helps 
us. 

Mr. WiaGcieswortH. Due to improvements or savings of this char- 
acter which you have already effected, you have been able to reduce 
the annual requirement from something like 2,400 planes down to 
2,187? 

Admiral Comps. -That is right; yes, sir. 


LEAD TIME ON PLANES 


Mr. WiaGLeswortH. We had some discussion about lead time a 
year ago. Has there been any change in that since we talked about 
it last year? What is the average lead time? 

Admiral Russeuu. The lead time still remains at about 18 months 
for most of our planes. Planes which are ordered now have a lead 
time of 18 months and deliveries then would be over another 12 
months. 

Mr. Wice.eswortu. I believe that is all, Mr. Chairman. 

(Discussion off the record.) 

Mr. SHepparp. Now we have before us Rear Adm. James 5S. 
Russell, Chief of the Bureau of Aeronautics. 

Do you have a prepared statement you wish to present to the 
committee, Admiral? 

Admiral Russexu. I do, sir. 

Mr. SHepparD. You may make your presentation without inter- 
ruption until you have completed it. 


GENERAL STATEMENT OF CHIEF OF BUREAU OF AERONAUTICS 


Admiral Russet. Mr. Chairman and gentlemen, we in the Navy 
are proud of our service and its accomplishments and are grateful for 
the privilege of appearing before you to explain our programs and 
their financial impact. Approximately 1 year ago I was leaving a 
fleet assignment off the coast of China to become Chief of the Bureau 
of Aeronautics. Although these two assignments are separated by 
many thousands of miles, the objective of a commander in the fleet 
and a Bureau Chief are the same—to field the best-trained and best- 
equipped fighting force possible with the funds you may appropriate 
to us. Thus, throughout the Navy, we are keenly aware of your 
important responsibilities, and desire to assist you in every way in 
your review of our programs. 

The plans which Admiral Combs has just outlined result in gi gh 
ation estimates to support naval aviation in fiscal year 1957 of 
$2,732,964,000. This amount is made up of three appropriations: 
$1,737,900,000 under ‘Aircraft and related procurement, Navy”’ 
for new aircraft, guided missiles, and related supporting equipment ; 
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$813,400,000 under “‘Aircraft and facilities, Navy’ for the annual 
operational costs of naval aviation; and $181,664,000 which is a part 
of the request under “Research and development, Navy” for research 
in the design and development of new and improved aviation weapons 
systems. These estimates reflect our sustained effort to improve the 
efficiency and effectiveness of our performance. 


AIRCRAFT PROCUREMENT 


As in previous years, the largest single program area in the Navy’s 
aviation budget is associated with the procurement of new aircraft. 
Our plans for 1957 call for ordering 1,468 aircraft for the Navy in 
general, plus 9 specifically for Operation Deepfreeze, at a total cost of 
$1,738 million. We have applied available assets in the amount of 
$323.9 million against this requirement so that: our appropriation 
request for new aircraft procurement has been reduced to $1,414 
million. ‘These assets have been generated both by cancellation of 
those aircraft, previously ordered, where the model did not meet 
performance specifications on a timely basis, and by deletion of the 
planned 1956 follow-on procurement of these models. 

Admiral Combs has explained the many complex factors which must 
be considered in formulating the aircraft procurement program. 
While fleet requirements are the most important of these considera- 
tions, we in the Bureau of Aeronautics must consider, also, production 
feasibility and a stable rate of production, sufficiently dispersed to 
serve as a base fcr expanding to the levels required for mobilization. 
We have therefore planned our procurement program for 1957 to meet 
the fleet’s requirements for the latest and most modern aircraft 
models with consideration given to what the aircraft industry can 
produce during this period, and a reasonable preservation of our 
mobilization potential. 

You will recall that last year we explained the changes which we 
were making in our production scheduling, particularly with respect 
to the introduction of new models of aircraft and aircraft components. 
The results of these changes have been gratifying thus far and have 
demonstrated the soundness of these plans. Further refinements of 
these basic concepts are reflected in the 1957 program. We feel that 
it is absolutely essential that we reduce the time which is required 
to develop a new aircraft model to the point where it is ready for 
fleet operational use. 

Historically, it has been the practice to contract for design of a new 
model and procure 1 or 2 test models as a research and development 
project. After an extended period of flight test and evaluation, 
production orders were placed. During the Korean emergency, on 
the other hand we attempted to telescope this process by placing 
production orders and scheduling a rapid buildup in deliveries before 
the model had been completely tested. Neither the conservative 
historical approach nor the accelerated production method proved 
completely acceptable. 

On the most conservative basis, the prototype or test models were 
handmade and it was necessary completely to reengineer the airplane 
for the assembly methods of production; the quantity of test models 
procured was not sufficient to permit full evaluation before the decision 
to enter into quantity production had to be made; and the loss of 1 
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or both of the test models meant a 1-to-2-year delay in the test 
program. On the other hand, premature production orders and too 
rapid buildup of deliveries before thorough evaluation led either to 
extensive modifications after completion of a production design, or 
to the expensive termination of an unsuccessful model. 

To overcome such difficulties, we have included, in the 1957 estimate, 
funds to begin production engineering and to procure long lead-time 
tooling and material for two new models in advance of programing 
their production. We plan to include in the 1958 budget request 
funds to procure sufficient quantities of these models to permit 
accelerated test and evaluation. We are convinced that this type of 
concurrent design and production engineering is essential if we are 
to equip the fleet with modern aircraft which have qualitative supe- 
riority over our potential enemies. 


AIRCRAFT DELIVERIES 


Even though we have placed in effect several measures to reduce 
procurement lead-time, there remain many essential steps which must 
transpire between the placing of a contract for an aircraft and the 
actual delivery of it. The aircraft ordered under the program we are 
presenting to you require an average of 18 months production lead- 
time and will be delivered principally during calendar 1958. ‘These 
aircraft will have performance characteristics markedly superior to the 
aircraft which they will displace in our operating complements and 
will provide a major qualitative improvement in our combat potential. 

Because of aircraft already on order, the quantity of new aircraft 
to be ordered is somewhat less than the annual sustaining rate which 
Admiral Combs has discussed. These new orders in fiscal 1957 will, 
in conjunction with those already placed, provide for a relatively level 
rate of aircraft deliveries until the latter part of calendar 1958 when 
initial deliveries from our fiscal 1958 follow-on procurements are 
planned to commence. If we are to continue this delivery rate in 
future years, the volume of new orders in fiscal 1958 and subsequent 
years necessarily must be increased to the sustaining level discussed by 
Admiral Combs. 

Earlier in my statement, I indicated that preserving the mobilization 
potential of the aircraft industry was one of the factors which we had 
to consider in formulating our procurement program and in placing 
our orders for new aircraft. While the current rate of procurement 
makes it difficult to spread production across the multiple sources 
needed for a broad production base, mobilization capabilities are being 
strengthened by our policy of maintaining a production “line-in being”’ 
of an older model until a replacement model has been proven fleet 
ready. 

GUIDED MISSILES 


Earlier witnesses have testified to the ever-increasing role being 
accorded guided missiles in military planning. It is clearly evident 
that missiles with their higher kill probabilities and greater destruc- 
tion are essential to defense against supersonic aircraft and missiles 
flying at extreme altitudes. Although we have had considerable 
success in developing effective guided missiles for our operating forces, 
we are convinced that a continually increasing effort must be made to 
insure accelerated progress in this relatively novel weapons field. 





366 


Procurement quantities of air-to-air missiles are geared to the 
requirements of the aircraft squadrons which will be equipped to 
deliver the new missile models. Surface-launched missiles are pro- 
gramed in quantities necessary for fleet training and for increasing 
mobilization stocks to authorized levels. Since most models of 
missiles once fired are nonrecoverable, sizable quantities must be 
purchased and completely tested and evaluated before extensive use 
by the fleet can be programed. A substantial amount of our request 
is for the procurement of newly developed or improved missile models 
for evaluation purposes. 

Our total request for missile procurement in 1957 amounts to 
$160.6 million. Of this amount, $145.3 million is for the procurement 
of missiles for fleet training and evaluation, and $15.3 million is for 
related procurements of target drones and specialized missile test 
and handling equipment. Both target drones and test and handling 
equipment are essential segments of the fleet’s integrated missile 
weapons systems. 


FLIGHT OPERATIONS AND AIRCRAFT OVERHAUL 


Our aviation operating forces are being continued in 1957 at 
approximately the same strengths as in 1956. This includes the 
operation of the additional carrier air group we activated this year 
to provide increased capability for meeting our worldwide commit- 
ments. It is pertinent to note both from a cost and readiness stand- 
point that although our average number of operating aircraft and 
total flight hours reflect little change in 1957 from 1956, there is a 


marked difference in the composition of the aircraft which will be 
flying the program. As we indicated previously, approximately 
2,000 new planes are delivered to our operating units each year. 
Thus, about one-sixth of the aircraft in our active inventory are 
replaced annually with new, higher performance aircraft. These 
new aircraft with their missile and atomic weapon capabilities increase 
significantly both the offensive and defensive strength of our carrier 
air groups and other combatant units. 

I have here two short motion-picture films showing the more 
important of our aircraft and missile models and, if you will permit, 
I would like to show them when we reach the appropriate areas of 
our detailed justifications. 

Costs of operating and overhauling aircraft inevitably tend to rise 
as we bring into service engines of higher thrust ratings and aircraft 
of overall increased performance. For this reason we have had to 
increase our request in this area by about 5 percent to provide for the 
larger number of high-performance aircraft in the 1957 operating 
program. Our requests for the operation and overhaul of aircraft 
total $446 million and are based on a detailed pricing of flying hours 
by aircraft model and on an overhaul workload by aircraft and engine 
type. 

We are aware of the increasing fuel consumption and corresponding 
higher costs of aircraft operations and are doing everything possible 
to minimize these costs. It is necessary today to operate carrier jets 
on a fuel mixture containing relatively expensive aviation gasoline as 
one of its elements, because of logistic and fuel-storage problems on 
the carrier and the design requirements of the current jet engines. 





\y 


Ww Ww Cr v's 


















Pain Ltn RE 




















ee 












































































We now require all new jet engines to operate exclusively on a cheaper, 
low volatile kerosene-type fuel. We expect by the end of 1958 to 
be using the cheaper fuel in most of our carrier jet aircraft. This 
factor will offset in part the ever-increasing costs of modern aircraft 
operations. 

In our aircraft-overhaul shops we are endeavoring to improve our 
management practices and overhaul techniques to counterbalance the 
rising costs caused by the increasing complexity of modern aircraft 
and their components. We have reorganized our shops to agree with 
a standard organization, and we are pursuing a number of manage- 
ment-improvement programs emphasizing production and cost con- 
trol, and increased worker effectiveness without loss in quality of 
product. Our estimates of aircraft overhaul unit costs are based on 
achieving further improvements in 1957. 


AVIATION 





SHORE 





ESTABLISHMENT 


Admiral Combs has discussed already the great impact which the 
operation of high-performance modern aircraft has had upon our 
Aviation Shore Establishment. Present-day aircraft require four 
times as mucb space in the air in which to make a turn as their World 
War ITI counterparts. Jet aircraft approach a field in a very flat 
glide path which requires the clearance of obstacles from the approach 
path torunways. The fast landing speeds, increased weight, and the 
high-pressure tires of jet aircraft require much longer and stronger 
runways. Jet fighter pilots must become proficient in shooting at 
high altitudes and at great speeds, all of which requires much larger 
areas to be reserved for gunnery training. Flying fast, climbing high, 
and performing its mission quickly, a jet aircraft returns to its landing 
field twice to three times as often as its World War II counterpart, 
and, since it runs out of fuel quickly, it must be landed expeditiously. 
This means that more fields and more runways are required to handle 
the same number of planes, and, furthermore, the control of air traffic 
must be positive, fast, and unfailing. 

We rely heavily upon the military construction program to provide, 
in timely fashion, those new facilities which are essential to the opera- 
tional support of new aircraft and missiles... Many of the buildings at 
our stations are of temporary wartime construction and many have 
exceeded their intended life span. Our 1957 planning calls for con- 
tinuing those improvements at existing installations which are so 
necessary to support fleet aviation and the training establishment. 
We propose opening a seaplane facility on the west coast, a guided- 
missile operational and training facility in the Hawaiian Islands, and 
activating four additional air stations. Three of these four stations 
are required overseas, two in the Atlantic area to support carrier, 
patrol, and airborne early warning operations, and the other in the Far 
Kast to provide greater mobility “for our carrier striking forces. The 
fourth station is in the Advane ed Training Command “where lack of 
adequate facilities and airspace is hampering our jet pilot training 
program. 

In the appropriation “Aircraft and facilities, Navy” we are request- 
ing $268 million for our Aviation Shore Establishment, of which $210 
million is for the operation of stations and $58 million is for the altera- 
tion and repair of station and airfield facilities. 
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SUPPORTING PROGRAMS 


In the category of supporting programs we are budgeting $91 
million in 1957 as compared with $87 million which was appropriated 
in 1956. These programs involve 10 budget projects, each of which 
support naval aviation in some important respect. The require- 
ments in this area are directly related to one or more of the primary 
programs—projected aircraft operations, number of operating carriers, 
deliveries of aircraft, and aviation training. Principal among these 
programs are launching and arresting equipment for our aircraft 
carriers, ground equipment for servicing aircraft, cameras for out- 
fitting aircraft, and items of equipment for service evaluation to 
insure the issuance of proven material to the fleet. 


AVIATION RESEARCH AND DEVELOPMENT 


We seek to maintain qualitative superiority in naval aviation 
through our research and development programs. The importance 
of achieving and maintaining the lead in quality is becoming para- 
mount as the rapid technological advances of foreign competitors 
carry us higher in the climb for superior aerial weapons. 

The importance of control of the sea to our national defense places 
a premium on the mobility and elusiveness of water-based aviation, 
whether operating from aircraft carriers with launching and arresting 
gear, from other types of vessels by vertical takeoff and landing, or 
directly from the water’s surface as in the case of our new jet Sea- 
master. The case history of the Seamaster provides an interesting 
example of the manner in which a research and development project 
matures. In the past few years, a very considerable amount. of re- 
search and development money has been invested in this project. We 
now have an aircraft which shows great promise and further require- 
ments for research and development funds for this project are dimin- 
ishing. The 1957 estimate provides for exploration of the possibili- 
ties which this new plane has for a variety of missions, and for the 
further development of seaplane handling equipment. 

We have a number of projects in our request concerned with propul- 
sion of aircraft and guided missiles. Preliminary planning is well 
advanced for improved propulsion systems in carrier-based aircraft, 
and funds are provided in the 1957 estimate to start this project. At 
the same time, in recognition of the vast potentialities of nuclear 
power for increasing the performance of military aircraft, we are plac- 
ing major emphasis on the development of a water-based nuclear- 
powered aircraft weapons system. 

Within the limits of security, I have mentioned the most significant 
new projects comprising the naval aviation reasearch and development 
budget. These projects, and indeed all of naval aviation, depend for 
their success on scientific progress in the general categories of propul- 
sion, the thermal barrier, navigation, and structures. All the projects 
comprising our budget, including projects in these supporting areas, 
will be presented i in detail by technical witnesses who will appear later 
in support of the navywide “Research and development, Navy” 
appropriation. 
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SPECIAL OPERATIONS 


This country and some 39 other countries are making preparations 
to participate in the International Geophysical Year, from July 1957 
to December 1958, during which the nations of the world are combin- 
ing in an unprecedented effort to increase their knowledge of the earth, 
the seas and the air. The Navy has been given an important assign- 
ment in this program—supervision of the Department of Defense’s 
participation in the Antarctic Expendition, popularly referred to as 
Operation Deepfreeze. Naval Air Development Squadron 6 is provid- 
ing the primary aviation support for the Antarctic bases being estab- 
lished by this country. This squadron, consisting of helicopter and 
ski-equipped transports, patrol bombers and small utility planes, is 
engaged in airlifting equipment and supplies, and in flying ice recon- 
naissance and air mapping missions. ‘Throughout our 1957 estimates, 
funds in the total amount of $6,565,000 have been included for the 
support of this Navy squadron, and for nece essary photographic 
equipment, weather and observation instruments and other aviation 
equipment and supplies required by Operation Deepfreeze. 


CARRYOVER OF OBLIGATIONAL AUTHORITY 


Not all of the obligational authority granted under the continuing 
appropriation “Aircraft and related procurement, Navy’ will be con- 
verted into contractual obligations during the initial year of availa- 
bility. The production of aircraft and cuided missiles is scheduled 
over a period of years and procurement activity goes on throughout 
the entire period. It is the policy of the Navy to budget for the total 
cost of the aircraft in the program even though the entire amount for 
them will not be obligated during the budget year. This method of 
budgeting has sever al distinct advantages “both to the Nav y and to 
the Congress. In the first place, we are able to tell the Congress the 
total estimated cost of the program and secure approval of the pro- 
gram on that basis. Secondly, it encourages prudent procurement 
practices, and thirdly, it facilitates concurrent and phased fabrication 
of all components, installation and spare, by the most economical 
methods possible. That we have been mindful of our obligation to 
conserve the funds made available for naval aviation whenever 
possible is indicated by the balance brought forward as an appropria- 
tion offset in our 1957 budget request. 

Of the estimated unobligated balane es of $2.2 billion under the 
‘‘Aireraft and related procurement” appropriation at the end of 1956, 
$303 million is being applied as an appropriation offset to the 1957 
request. The remainder is required to cover procurement previously 
authorized and in process. Again on June 30, 1957, a carryover of 
$1.9 billion is estimated. All of this amount, we estimate, will be 
required to complete procurement programs which may be authorized 
and in process. 

If we are to outfit the fleet with the most modern equipment pro- 
curable, and if we are to maintain orderly procurement processes, it 
is essential that we carry over unobligated balances. Components 
of varying lead time will be in different stages of the procurement 
process at the end of the vear. In addition, we must have funds 
available to make necessary engineering changes to correct unfore- 
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seen discrepancies in equipments in the process of production. Like- 
wise, we must have funds to phase production of supporting spare 
parts in proper balance with the numbers of aircraft being produced 
and their installed equipment. 


SUMMARY 


Overall, we vere requesting a total of $2,733 million for our naval 
aviation programs in 1957, $1,738 million under the appropriation 
“Aircraft and related procurement, Navy,’ $813 million under the 
appropriation “Aircraft and facilities, Navy,” and $182 million under 
the aviation budget activity of the appropriation ‘Research and 
development, Navy.’’ We believe that these funds are the minimum 
required to permit naval aviation to perform its varied missions in 
the defense of this Nation. I should like to emphasize that the men 
and women of naval aviation, both military and civilian, are fully 
mindful of their grave responsibilities to the Congress and the people, 

and are conse ientiously and sincerely applying themselves to better 
their performance wherever possible. I, as their spokesman here 
today, and the members of my staff here with me stand ready to 
assist you as you may direct, in carrying out your examination of our 
proposed programs, 


REPROGRAMING OF AIRCRAFT PROCUREMENT FUNDS 


Mr. SHepparpD. Admiral Russell, with reference to the statement 
reflected on page 2, you refer to the application of $323.9 million of 
unneeded assets now on hand for the 1957 program. Would you 
give the committee some general idea which aircraft were canceled to 
make up this amount of money and the reason for cancellation? 

Admiral Russett. Mr. Chairman, the available assets were gained 
by a program adjustment involving a photo version of a fighter 
aircraft; a Bell helicopter; and a Sikorsky helicopter. Certain 
numbers of these models were deleted from the program and a sub- 
stitution was made which added the F9F8 

Actually the end result was a decrease in output of 3 aircraft models. 
This and the adjustments noted above made a difference of $280.9 
million. The remainder of the amount was made up by funds, some 
$21.8 million, from guided-missile program adjustments. 

Mr. Suepparp. What was the reason for removal from the program? 
Was it lack of performance? 

Admiral Russexu. In the case two aircraft that is correct, but in 
the case of the photo aircraft, it was due to late delivery of engines, 

Mr. SHepparp. How about the ’copter? 

Admiral Russet. Both helicopters were deficient in performance, 
and the progrem w as held back pending improvement in the model. 

Mr. SuHepparp. Is that model coming along toward a_ usable 
purpose? 

Admiral Russe.u. In one there are about four changes which 
have to be made along the way. 

Mr. Suepparp. That means a complete redesign; does it not? 

Admiral Russet. The details of performance are classified, sir, 

Mr. SHepparp. All right. 

(Discussion held off the record.) 
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REQUIREMENTS FOR NEW AIRCRAFT PROCUREMENT 


- Mr. SHEepparp. On page 2 you state: 


We have therefore planned our procurement program for 1957 to meet the 
fleet’s requirements for the latest and most modern aircraft models with con- 
sideration given to what the aircraft industry can produce during the period, and 
a reasonable preservation of our mobilization potential. 

Would you expand on this, please, and tell us how you computed 
the 1957 requirements in conjunction with your explanation? 

Admiral Russexu. Off the record. 

(Discussion held off the record.) 

Admiral Russetu. The requirements, the fleet requirements, are 
those given to us by the Chief of Naval Operations, and to these 
Admiral Combs already has spoken. 

Mr. SHepparp. Yes. 

Admiral Russet. As to mobilization potential, may I go off the 
record? 

Mr. SuHepparp. You may. 

(Discussion held off the record.) 


REDUCTION IN LEAD TIME REQUIRED TO PRODUCE A NEW AIRCRAFT 
MODEL 


Mr. SHepparb. With reference to page 3, what specifically are you 
doing to reduce the time which is required to develop a new aircraft 
model to a point where it is ready for fleet operational use? 

Admiral Russe.ut. We have met with very considerable success in 
our so-called FIRM program, which is an orderly development and 
early production design of an aircraft which is coming into use. 

We propose to do the following with the FIRM plan in order tomake 
it even more applicable to shortening time; that is, to compress it and 
expedite the early models, to make two static test articles instead of 
one, and to make more initial models for test and evaluation. 

We have found through careful study that it will be more expensive 
initially but we will save money in the long run, sir, and, above all, 
we will get the aircraft into the fleet much more rapidly in this fashion. 

I would like to say, also, that we have the line-in-being concept 
where we do not relinquish a successful aircraft until we have a 
replacement. 

Further, our new models now are being introduced to the fleet in a 
special program at the test center at Patuxent. The pilots come to 
Patuxent with their mechanics and learn first to fly and service the 
airplane there before it goes to the fleet. This aids in the shorten- 
ing of time for acceptance into the fleet and operation of the aircraft. 

Mr. SHEPPARD. In line with your statement, what is the time ele- 
ment by and between the time you get your plane and put it into test 
category before you can determine whether or not you want to go into 
production on X model? 

Admiral Russe. I would like to go off the record if I may, sir. 

Mr. SHEPPARD. You may. 

(Discussion held off the record.) 

Mr. SHEPPARD. When you boil it all down to its simplest degree 
possible for record purposes, the new approach to determining the 





372 


fitness of the item procured you consider is much more advisable than 
the approach you were using heretofore; is that correct? 
Admiral Russe... That is correct, sir. 
Mr. SHepparD. Both operationally and economically speaking? 
Admiral Russe.u. That is correct, sir. 


PREPRODUCTION EXPENSES 


Mr. SHepparp. On page 4 you have included in your 1957 estimate 
funds to 

Begin production engineering and to procure long lead-time tooling and materiel 
for tooling models in advance of programing their production. 

What are these models, either on or off the record? 

Admiral Russexu. If | may go off the record, sir? 

Mr. Suepparp. You may. 

(Discussion held off the record.) 

Mr. Suepparp. As far as the models required into which I have 
just inquired, you are ready to go into production for the requirements 
in that field? 

Admiral Russe.ty. We are not ready to go into production, sir. 
This is preproduction. ‘This is a preparation we make in anticipation 
of the model, really. The real effort will be next year, and, as I say, 
there is research and development effort here also for these two models. 
We have $2.9 and $4 millions for these models respectively in our 
research estimate this year. 


REDUCTIONS IN PROCUREMENT LEAD TIME 


Mr. Suepparp. This may be repetition but I think this is important: 
What steps are being taken to reduce procurement lead time? 

Admiral Russe.u. I can enumerate about six steps immediately. 

Mr. SuHepparp. Let us have them because they are interesting. 

Admiral Russeuu. First, Mr. Chairman, we are concentrating on 
early development of definitive specifications. 

Second, the procedure for obtaining firm proposals and processing 
resulting contractual documents are being streamlined. This will 
permit release of earlier authorization of the contract to proceed with 
work under contract. 

Third, precontract authorization is issued the contractors to pro- 
ceed with long lead time components, production engineering and 
tooling. These have been the time bottlenecks, you see. 

Fourth, Government furnished equipment is procured in advance 
of the related airplane program by the judicious use of funds granted 
for that purpose which will be brought out in our later justifications. 

Fifth, production type tooling is being provided under the first 
experimental prototype contracts, as opposed to the previous practice 
of using temporary type tooling for the construction of an experimental 
model which was not appropriate to the production effort 

Sixth, and lastly, pilot-line small-quantity orders are released in 
advance of larger production orders and prior to the completion of the 
experimental prototype model. This permits checking the accuracy 
of engineering and tooling on small quantities which minimizes the 
cost of rework. 





373 


USE OF PRODUCTION TOOLING FOR PROTOTYPE MODEL 


Mr. Suepparp. With reference to your complete tooling problems, 
what is the difference and what relief have you had in that “problem as 
compared with the difficulties presented to be resolved in your last 
presentation before the committee? 

At that time, as I recall it, you were in extreme difficulties in the 
tool field. You had quite a ceiling set there. What has happened 
since last year’s budget up to now in the tooling field wherein you can 
get what is commonly known as the sensitive type of tools as against 
those of the heavier operational requirements? 

Capt. SuHeLpon Brown. The business of providing tooling at 
minimum risk in the early stages of a program is a fine art. We are 
able to build the tool structure and leave the jig points and check 
points off until actually needed to put them in use at the time they are 
needed. We are able to supply toolmasters so we can expand the 
tooling rapidly when required. I am not sure I am answering your 
question. 

Mr. Suepparp. You are because you are telling me the present 
status and I can well recall the statements a year ago relative to the 
problems in the tool field. You say that is pretty well minimized? 

Capt. SHELDON Brown. We like to point to the F-8-U as an 
example where production type tooling was used at the inception of 
the program and it worked out very well. 

Mr. SHepparp. You are not suffering any production delays due 
to the fact that you are not able to get the tooling required to operate 
in the production field? 

Capt. SHeLpon Brown. We are financing the tooling right along 
with the aircraft as part of the package. 

Mr. SHepparp. I know you are financing, but are you suffering 
delays in the tooling field? 

Captain SHeLtpon Brown. No, sir. Lead time for tools is generally 
less than for aircraft parts; that is, lead time for tooling as opposed to 
tools. 

AVIATION FUEL COSTS 


Mr. SuHepparp. What are you presently doing to minimize the 
increasing high costs of your fuel requirements? 

Admiral Russetyt. Mr. Chairman, we are qualifying all the new 
jet engines on a kerosene-type fuel. Currently the contrast in price is 
roughly, say, 19 cents per gallon for aviation gasoline as we buy it 
and about 10 cents per gallon for the kerosene-type fuel. 

Mr. SuHepparp. Aside from that aspect of it, is there not also a 
research program going on in that field? 


DEVELOPMENT OF NEW FUELS 


Admiral Russe.u. We have a continuing research program in fuels, 
sir. 

Mr. SHepparp. What have been the results emanating from your 
research in the field of fuel in the last fiscal year, or say 1955 and 
first part of 1956, for example? Did you receive any benefits from 
research in that field? 

Admiral Russetu. We have, sir. Off the record. 

(Discussion off the record.) 
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NEW STATIONS IN 1957 PROGRAM 


Mr. SHepparp. On page 8 you speak of opening additional facilities 
including four additional air stations. What is the status of each of 
these facilities at the present time, gentlemen? 

Admiral Russet. Mr. Chairman, I have three stations, which are 
classified. The fourth one is Port Isabel in Texas, which is a support 
station required for advanced training, jet gunnery. It is a field on 
the Gulf of Mexico and adjacent to a shooting area over the water. 
It is very essential for the training in the advanced training command. 
Off the record. 

(Discussion off the record.) 


REVIEW OF CONTRACTS 


Mr. SHEPPARD. On page 12 you speak of your unobligated balances. 
What procedure do you have for repricing and redoing your various 
contracts and procurement orders? I want you to address yourself 
to that very carefully, please—not that you are not careful in anything 
you have said so far but this i is something we are interested in very 
much. Frankly, up to date it is a little gummed up. 

Admiral Russe.i. To be completely responsive, I should like my 
Comptroller to carry the burden of the response to this query. 

Mr. Suepparp. That is permissible. 

Captain Hirscn. All our contracts are under continuous reviews 
as to pricing and other features by the contracting officers and also 
by the procuring officers which generate the requirements under these 
contracts. The contracts and the total program are reviewed twice 
a year. That is, the total aircraft program js reviewed twice a year, 
both as to requirements and as to the pricing. These are formal 
reviews. Once is when we are preparing the budget which in this 
case made it possible to apply to the 1957 program $303 million of 
unobligated funds. And the other time is prior to the actual pro- 
curement of the fiscal year’s major aircraft procurement program. 

In add'tion to that, as the contracts are let and a target price set, 
this price is reflected in our accounts. As the contract progresses 
and a firm target is finally set, this also is reflected in our accounts. 

Mr. SuHepparp. What category of contracts are you referring to, 
the total operation in all contracts that emanate from your division 
or specific segments of contracts? 

Captain Hirscu. I was speaking basically to the major airframe 
contracts, to engine contracts and major components contracts, 
which are the incentive fixed-price type contract. 

Mr. Suepparp. Those are susceptible to continuity of re-reviews, 
of course? 

Captain Hirscu. They are under continuous review, Mr. Chairman. 

Mr. Suepparp. Because you are not in a position to enter into any 
firm determinable contract or factor of contract at the time you let 
the contract; is that not true? 

Captain Hrrscu. That is correct, sir. 





CONTRACTS FOR PUBLIC WORKS 


Mr. Suuprarp. What about contracts having to do with physical 
properties and buildings and various and sundry other requirements 
in the facilities field? 

Captain Hirscu. We, of course, do not handle the contracts for 
public works and major new facilities to the Naval Shore Establish- 
ment, but contracts for facilities and tooling which we furnish the 
contractor are reviewed on exactly the same basis by the technical 
people who are responsible for the requirement. 


CHANGE ORDERS ON PUBLIC WORKS CONTRACTS 


Mr. Suepparp. After you turn construction requirements over to 
the Bureau of Yards and Docks what further jurisdiction do you have 
pertaining to that particular contract? 

Admiral Russrevu. The jurisdiction, for the construction of course, 
rests with the Bureau of Yards and Docks. We follow this very 
closely and occasionally nudge them to make further progress while 
we stand by to man the place, equip it, and get it in operation status. 

Mr. Sueprparp. Would you be responsible for change orders in a 
contract that had been let by the Bureau of Yards and Docks as 
your agent? 

Admiral Russeuu. This is possible, sir, if there were changed require- 
ments. As an example, if our use of the field required higher loadings 
on a runway we might conceivably ask for a change in the contract 
to provide a heavier runway and other revisions of a technical nature. 

Mr. SuepparD. Does your change of requirement occur often where 
it is necessary for change orders of that type to be requested or issued 
to the Bureau of Yards and Docks? 

Admiral Russet. No, sir. 

Mr. SHEPPARD. For example, how many, if any, have you had in 
the last fiscal year? 

Admiral Russetu. I have no personal knowledge of any changes 
we have requested once the contract has been made. There may be 
some, of course, sir, but I know of none. I would ask the staff pres- 
ent if they know of any. The staff knows of none. 

Mr. SHepparp. If any suggestions have been made in that field 
which would necessitate change orders, will you supply them for the 
record; what contract it was, the time you issued the change order 
after the contract had been made? 

Admiral Russeuu. We shall, sir. 

(The information is as follows: ) 


STATEMENT RELATIVE TO CHANGE ORDERS ON BUREAU OF AERONAUTICS 
SprponsorED Purp.tic Works PRrRoJEctTs 


Major changes in proposed projects are usually incorporated in the plans and 
specifications prior to the award of the construction contract. Change orders 
issued during the construction period, after contract award, are usually minor 
in nature. They usually consist of minor changes to correct deficiencies unforseen 
by the architect and engineer which become apparent as construction progresses. 

Change orders or requests for significant additional work requested by the 
Bureau of Aeronautics after award of construction contracts on Bureau of Aero- 
nautics sponsored projects during the past year and in process are listed herewith 
as follows: 








Station and-project 


NAS, Barbers Point, ord- 
nance maintenance shop. 
NAVSTA, Kodiak, ordnance 

maintenance shop. 
NAVSTA, Coco Solo, ord- 

nance maintenance shop. 
LAGES, Azores, hangar 


NAS, Whidbey Island, 
hangar and control tower. 


NAAS, Chase Field, airfield 


and operations area expan- | 


sion. 


| Corps 


| NOy 87786 


Contract 


NOy 87825 


Change order 


Strengthening interior walls to provide 
improved explosion protection. 


NOy 87923-..-...-|-.-..d 


NOy 81694. __....- 


of Engi- 
neers, United 


States. 


Not yet issued -- -- 


Alterations to utilities and internal ar- 
rangement of shop and office spaces. 
eeeetiye of pumphouse and water 
tank. 

Partitions and compartmentation, equip- 
ment and installation in hangar and 
control tower. 

Construction incidental to major airfield 
pavements and operations facilities 


expansion such as end-zone improve- 


Esti- 
mated 
cost 
$25, 000 
32, 000 
21, 000 
98, 100 


128, 222 


298, 000 


ments, perimeter road warmup aprons 
at end of runway. Cleanup items not 
in original contract. 

Replacement of flexible type pavement 
with rigid pavement in certain areas. 

| Procurement and installation of cranes-_-- 





NAAS, Corry Field, airfield | NOy 86919_._____- 


pavements. 
NAS Oceana, hangar - -- .| NOy 91076 


101, 500 
55, 000 





Mr. SHEPPARD. Questions, Mr. Andrews, pertaining to the general 
statement of the admiral? 
Mr. Anprews. A few, Mr. Chairman. 


APPROPRIATION REQUEST FOR 1957 


Admiral, your request before this committee for Bureau of Aero- 
nauties for next year is $2,733 million. Is that correct? 

Admiral Russse.u. That is the appropriation request, sir. 

Mr. Anprews. That is for three things. First, ‘Aircraft and re- 
lated procurement, Navy’’, for which you want $1,738 million. 

Admiral RusskE.u. Yes, sir. 

Mr. Anprews. The next item for which you want money is “Air- 
craft and facilities, Navy,” for which you want $813 million. 

Admiral Russe... Yes, sir. 

Mr. AnpreEws. And then the third item is for ‘Research and 
development, Navy,’”’ where you want $182 million. 

Admiral Russre.u. That is only aviation’s portion of the total Navy 
research and development program, sir. 

Mr. ANpDREws. Yes, sir; but it is a part of this $2,733 million? 

Admiral Russg.u. It is, sir. 

Mr. AnprREws. Now, on page 12 of your statement you indicate 
that an estimated unobligated balance of $2,200 million under the 
aircraft and related procurement will exist at the end of fiscal 1956. 

Admiral Russe.u. That is correct, sir. 

Mr. Anprews. All right. Now, you say that of that $2.2 billion 
unobligated balance you expect to use $303 million to offset your 1957 
request for aircraft and related procurement? 

Admiral Russet. Yes, sir. 

Mr. Anprews. Over on page 2, to get this clear in my mind, you 
say— 

We have applied available assets in the amount of $323.9 million against this 


requirement, so that our appropriation request for the new aircraft procurement 
has been reduced to $1,414 million. 


Admiral Russet. Yes, sir. 
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Mr. ANpRrews. What confuses me is that you are referring to $323.9 
million on page 2 as coming from your unobligated balance and over 
here on page 12 you refer to $303 million being used from your unobli- 
gated balance to reduce the 1957 request. Now, which of those 
figures is correct? 

Admiral Russe... I am sorry to have confused you, sir. On page 2 
I am speaking to total program cost of the aircraft portion of this only, 
the total program cost, sir. On page 1, sir, I am talking to the appro- 
priation request which we are making of this committee. 

Mr. AnpreEws. All right. 

Admiral Russe_i. This makes the difference, program cost versus 
what we are requesting the Congress to authorize. 

Mr. Anprews. How much of your unobligated balance are you 
using? 

Admiral Russreuu. I find, sir, it is always difficult to explain: 
(1) The funds which are carried over; (2) the program cost; and (3) the 
amount we are requesting you to give us in this appropriation. I think 
probably if I let my comptroller present some information to you and 
explain how this comes about, it might clear the point up, sir. 

Captain Hirscu. On page 2 of our budget justification for this 
appropriation there is a table which shows for each of the budget 
activities the program cost. On page 2, column 1, we show the 
various budget activities; next column is program costs, next, assets 
available and finally appropriation request for each one of those. 

If you will notice the bottom line, which is the total amount re- 
quested for this appropriation of $2,083 million of a program cost, we 
have an offsetting figure of available assets of $345 million, bringing 
our new obligational authority request down for this appropriation to 
$1.738 million. 

Now I will address myself to this $345 million. First, speaking to 
the $323 million under activity No. 1, “Aircraft procurement,” that 
$323 million of assets is composed of $280 million in cash and $43 
million in Government-furnished equipment that was provided to us 
in the 1956 appropriation. In the 1957 appropriation estimates we 
have included a request for Government-furnished equipment for sup- 
port of the 1958 program. ‘Those are long lead-time items and con- 
stitute a very small portion of Government equipment for the next 
year’s program. ‘The $280 million cash plus $43 million Government- 
furnished equipment assets total the $323 million in assets reported 
under the aircraft program. 

The next item of assets is the $21 million under guided missiles and 
target drones. ‘These are assets available by virtue of reprograming 
of guided missiles during the last year 

Mr. ANDREWS. Money appropriated and you did not spend? 

Captain Hirscu. That is right; appropriated and not required last 
year under this program. This $21.8 million in assets is available. 
Adding these two totals, we get a grand total of $345 million, of which 
$43 million was the advance Government-furnished equipment that 
I mentioned under the aircraft program and $303 million is the un- 
obligated cash that we are applying to finance the program. 

Admiral Russe.tu. This table, sir, on page 2 is a very important 
element in our presentation because it relates our program costs 
through our available assets to what we are requesting of the Con- 
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gress. I think this is the best way to understand why the figure 
differs. 

Fundamentally, the difference is this: We have a continuing pro- 
gram and we are asking for authority to do certain things. We are 
working with certain resources whic h we already have and this is the 
reason each year there is some difficult y in explaining the figures. 

Mr. Anprews. The amount you are requesting is $1,738 million? 

Admiral Russu.u. That is correct, sir. We are requesting this to 
do a program the total cost of which is the $2.083 billion in the left- 
hand columa. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. SHepparD. Mr. Wigglesworth, with reference to the state- 
ment 

Mr. Wiacieswortu. Following Mr. Andrews’ questioning, does 
the $323.9 million represent the total sum that is available from past 
appropriations? 

Admiral Russeuu. It does for aircraft procurement, sir, and it is 
made up, as was explained, of about $280 million cash and $43 million 
worth of equipment we have on hand. In addition, sir, there is under 
“Guided missiles and target drones” a cash saving of $21.8 million. 

Mr. WieGieswortu. J understand that, but the question is to 
ascertain whether you have thrown into the picture all the dollars 
that are available from prior appropriations, 

Admiral Russet. We have, sir. 

Mr. WiGGLEsworTH. So that in the absence of further savings or 
slippage there will be nothing in the barrel for next year. 

Captain Hirscu. No, sir. Mr. Wigglesworth, this $303 million 
compares with the figure of $862 million, from 1955 and prior programs 
that we applied against the funding of the 1956 program. We were 
able, through going over our programs, to take out dollars that were 
not lodged against a specific requirement and raise to $862 million 
the amount applied against the funding of the 1956 program last year, 
so that with the requested obligational authority to $900 million, we 
were able to finance a large aircraft program. 

Mr. WiaeG.ieswortu. I have no further questions, Mr. Chairman. 


OPERATION DEEP FREEZE 


Mr. Suepparp. All right, gentlemen. We have before us Rear 
Adm. R. E. Rose, Assistant Chief of Naval Operations for Fleet Oper- 
ations. 

Admiral Smirn. This short presentation is requested because the 
words “Operation Deep Freeze’”’ will occur through several appropria- 
tions. We have had, since construction of this budget, a reduction 
in total content of the Operation Deep Freeze by very highest author- 
ity, and Admiral Rose will explain the operation itself and the forces 
involved, sir. 

Mr. SHepparD. We will be happy to get the explanation because 
it may save a lot of interrogation later on. 

Proceed, Admiral, with your statement, we will not interrupt until 
you have completed it. 
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GENERAL STATEMENT OF ASSISTANT CHIEF OF NAVAL OPERATIONS 
(FLeer Operations) 


Admiral Roser. Mr. Chairman and members of the committee, it is 
deemed timely at this point of the hearing, when the Antarctic opera- 
tions first come up for consideration by the subcommittee, to give a 
brief description of our interest in the Antarctic area and our current 
and proposed operations in that region. 

Operations which have been conducted by the Department of the 
Navy in the last 2 years and which will extend over the next 3 years 
have been and are in support of scientific investigations, chiefly those 
related to the United States’ participation in the International Geo- 
physical Year. As you know, this International Geophysical Year 
program is worldwide and will consist of making measurements and 
observations with regard to weather and all other natural phenomena 
at some 1,500 stations throughout the world. Nearly every country 
in the world will be involved in making these scientific measurements. 
In the United States, this program is sponsored by the Committee 
for the International Geophysical Year, and the Government agency 
which is handling the purely scientific aspects of the operation is the 
National Science Foundation. 

It was determined 2 years ago by the National Security Council 
that the Department of Defense would furnish all logistic support 
for the scientific effort in the Antarctic, and the Department of the 
Navy has been assigned as the executive agent. Nearly all of the 
costs for providing this logistic support, which includes transportation, 
housing and feeding of the scientific parties and the provision of essen- 
tial aircraft, communications equipment and ships for the support of 
the scientific efforts, are being furnished by the Navy. 

One year ago the U.S. S. Atka made a preliminary survey of possible 
base sites in Antarctica. This year, the Navy task force, under Rear 
Adm. George J. Dufek, USN (retired), consisting of 7 ships and 21 
aircraft has made additional surveys and has constructed camps at 
Little America V and at McMurdo Sound. 

I have, sir, a chart which may be of help in referring to these and 
other areas. That was Little America V and McMurdo Sound. 

This task force is now completing its work for this season and all 
ships and aircraft except those which will winter over in the Antarctic 
are nearly ready to depart for the United States. One hundred sixty- 
three Navy officers and men, and 4 civilians will winter over this year. 
In addition, 2 gasoline barges, which were towed to the area, will 
remain there for the winter, 

The operation which commences in the fall of 1956 entitled ““Deep 
Freeze I1’’ will be about half again as large as this year’s operation. 
The work to be performed by the task force during our winter 1956- 
57, which is of course the Antarctic summer, will be to establish addi- 
tional bases from which the necessary scientific observations and 
measurements can be made during the International Geophysical 
Year. It is planned that by 1 year from now, there will be bases 
established at the following points: Little America Station, vicinity 
of Little America; Byrd Land Station, longitude 120°W, latitude 
80°S. Pole Station, South Pole; United States Naval Air Operating 
Facility, McMurdo Sound; Cape Adare Station, vicinity, Cape 
Adare; Knox Coast Station, vicinity of Budd Coast; Weddell Sea 
Station, vicinity of Filchner Ice Shelf, 
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These bases are shown on this chart, which also indicates distances 
to the United States and other countries. “ 

In order to establish and maintain these bases and to provide other 
required support for the scientific parties, a great deal of special 
equipment is required. The material bureaus which will appear 
before your committee to request funds for their part of the support 
for this program must arrange for the purchase and delivery of such 
items as special buildings, tractors capable of operating over snow and 
ice, special clothing, communications equipment, special rations 
including highly concentrated forms of foods which are light to carry, 
and many other individual items which will serve to keep our military 
personnel and scientific parties healthy, well fed and as comfortable 
as can be in this inhospitable land. One hundred eighty-nine Navy 
personnel and 77 civilians, chiefly scientists, will winter over the next 
vear; that is, a year from now. 

To transport all of the personnel and equipment to the Antaretic 
during fiscal year 1957, we plan to use 11 ships. ‘To obtain necessary 
scientific data, to conduct essential photography and to provide 
essential search and rescue capability, we plan to use 23 aircraft. 
In addition, in order to establish and supply the station at the South 
Pole, the United States Air Force will furnish six C—124 type transport 
aircraft, which will airdrop the necessary equipment at the South 
Pole, at intervals during the Antarctic summer. We will also utilize 
10 small single engine “aircraft of the Otter tvpe to support. trail 
parties from the various stations and conduct essential liaison and 
light transport operations. 

I would like to point out that the estimates for the support of the 
Antarctic program cover only so-called out-of-pocket expenses con- 
nected with this operation. The costs of military pay, fuel, rations, 
and so forth are not included in this budget request since ‘they are 
included in the budget for the normal operations of those units. 
Figures are available on those normal supporting costs if the com- 
mittee wants them. 

Speaking specifically of the amounts included in this budget, it 
should be noted that since formulation and submission of the Presi- 
dent’s budget, and the justification books provided by the Depart- 
ment of the Navy in January, the previously planned magnitude of 
activity in the Antarctic has been considerably reduced by the 
National Security Council chiefly because of cost considerations ex- 
tending over the next several years. The major change was the 
elimination of the requirements for extensive aircraft flights for pho- 
tographic mapping of the area. This change has resulted in very 
substantial savings in ships, men and equipment needed in the area. 

The result of the reduced activity has served to decrease the esti- 
mate for the support of the Antarctic program from a total af $29 
million in fiscal year 1957, which was originally included in the 
various budget reports, to a total of $11.3 million. 

Justification in detail of the revised estimates will be given by tlie 
bureau chiefs as they appear before this subcommittee in support of 
their appropriations. 

Mr. Suepparp. All right, we will insert in the record a table which 
shows the various amounts to be funded by the several appropria- 
tion items set forth in the President’s request and as set forth in the 
revised estimates just referred to. 
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(Information referred to follows:) 


Revised estimates for funding 


| 


Appropriation 


Military personnel, Navy 0 


Funding, | Funding, 
1955 ! | 1956 2 


Original 
estimate, 
1957 


0 | $1, 400, 000 


Aircraft and facilities, Navy $15, 000 | $2, 556, 000 2, 500, 000 
Ships and facilities, Navy 150. 000 4, 481, 200 | 17, 300, 000 


Medical care, Navy 0 


0 115, 000 


Civil engineering, Navy 2, 166, 000 7, 679, 523 2, 500, 000 


Servicewide supply and finance, Navy 0 12 


Servicewide operations, Navy 56, 000 4 


25, 000 100, 000 
12, 000 $00, 000 


Aireraft and related procurement, Navy. __| 0 512,000 | 3, 800, 000 


Shipbuilding and conversion, Navy 0 3 
Procurement of ordnance and ammuni- 
tion, Navy 0 


24, 000 0 


0 1, 000, 000 


Total. 2, 387, 000 | 16, O89, 723 | 29, 115, 000 


Antarctic program 


Revised 
estimate, 
1057 


$816, 000 
1, 372, 000 
4, 858, OOO 
OS, OOO 

2, 000, 000 
24, 200 
278, OOO 
1, 529, 000 
0 


444, 000 


11, 419, 260 


Excess in 
1957 budget 


$584 
1, 128 
12, 442 
17, ¢ 
500 
122'0 
) 77 : 


a, 44 


nal 
556, 


17, 695, 7 


! Appropriations were reimbursed from OSD funds for long-lead-time procurement items not budgeted 


for in 1955 and required prior to availability of 1956 funds. 


2 Includes amounts in 1956 Navy budget plus reimbursements of $4,436,203 from OSD fund 
advance funding of long-lead-time procurement items required prior to availability of 1957 funds 


required for 


Antarctic program, fiscal year 1957, revised estimates by budget activity 


Appropriation and activity 
Military personnel, Navy 
Activity 3: Subsistence in kind 
Aircraft and facilities, Navy 
Activity 1: Flight operations 
Activity 3: Aircraft overhaul 
Activity 4: Station operations ; 
Activity 6: Alteration and replacement of facilities 
Activity:7: Supporting equipment, material and services 
Ships and facilities, Navy 
Activity 1: Maintenance and operation of active fleet 
Activity 3: Technical support programs 
Activity 8: Fleet support facilities 
Medical care, Navy Beiwhowedabul sues. 


Activity 3: Medical services, supplies and equipment at 
other facilities a deeb ada 


Civil engineering, Navy ghee . aad 


Activity 4: Operating — of construction battalion 
units abiddek «dpb nh pan J 


Servicewide supply and finance, Navy 
Activity 1: Supply distribution system 
Servicewide operations, Navy-. 


Activity 3: Hydrographic Office v 
Activity 6: Departmental administration. c 


Aircraft and related procurement, Navy. --- 
Activity 1: Aircraft procurement 
Activity 2: Guided missile and target drone proce urement 
Activity 4: Aireraft modernization 
Activity 5: Ground electronics and de tection e equipme nt 


Shipbuilding and conversion, Navy-_-_-_-- 
Procurement of ordnance and ammunition, ‘Navy. 


Activity 1: Ammunition 


Grand total 


Original 
estimate, 
1957 
$1, 400, 000 
1, 490, 000 
2, 500, 000 
568, 000 
208, 000 
251, 000 
209, 000 
, 273, 000 
7, 300, 000 
819, 000 
», 157, 000 


324, 000 


115, 000 


115, 000 


2, 500, 000 


, 500, 000 
100, 000 
100, 000° 
400, 000 


400, 000 
0 


3, 800, 000 
1, 494, 000 
1, 660. 000 
505, 000 
141, 000 


0 
1, 000, 000 


1, 000, 000 


29, 115, 000 


Revised 
estimate, 
1957 
$816, 000 
$16, 000 
1, 372, 000 
97, 000 
165, 000 
251, 000 
200, 000 
659, 000 
. B58, OO) 
961, 000 
3, 719, 000 


178, 000 


98, 000 


98, O00 


2, 000, 000 


, 000, 000 
24, 260 
24, 260 
278, 000 


178, 000 
100, 000 


529, 000 
, 494, 000 
0 

3, 000 
32, 000 


0 
444, 000 


444, 000 


11, 419, 260 


Excess ir 
1957 budget 


1, 128, 0 
$71, 000 
£3, 000 
3] 
0 
614, 000 
12, 442, 000 
42,000 
12, 338, 000 
146, 000 


17, 000 


17, 000 


500, 000 


500, 000 
75, 740 
75, 740 
122, 000 


222, 000 
— 100, 000 


2, 271, 000 


) 

1, 660, 000 
502, 000 
109, 000 


0 
556, 000 


556, 000 


17, 695, 740 
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Mr. Sueprarp. What provisions are you going to make for your 
fuel tankers that are going to stay down there in order to protect them 
from getting iced in? 

Admiral Rosr. Right now, sir, the 2 icebreakers are in the process 
of breaking through quite thick ice in order to provide a safe place 
where these 2 gasoline barges will be frozen in. ‘They will be actually 
frozen into the ice, and there have been many other ships frozen in 
in the Antarctic and we have every reason to believe they will be 
there safely. 

HELICOPTERS 


Mr. SuHepparp. | would like to ask Admiral Combs this question. 
We apparently are in a more or less experimental attitude in helicopter 
operation, are we not? 

Admiral Coss. In some areas; yes, sir. 

Mr. Suepparp. Due to the general conditions that prevail in this 
project, 1 do not find any comments here relative to the use of heli- 
copters. There is a comment relative to the Air Force operating 
plane and drop requirements. 

Admiral Comps. We are going to have 3 or 4 of them, I think, for 
search and rescue. You remember, sir, when those people went 
down on the ice they did a good job with their helicopters. 

Mr. Suepparp. Taking into consideration the ability of the copters, 
it would seem this type of operation would make it obvious you should 
have some there. 

Admiral Comss. We will have some there, although they are not 
shown, I believe, in this statement. 

Mr. Suepparp. They were not incorporated in the statement 
and I was curious. 

Admiral Rosr. There will be 3 at the base, sir, and 2 aboard each 
icebreaker. They are essential for close-in rescue operations. 


MORALE OF PERSONNEL ASSIGNED TO DEEP FREEZE 


Mr. Suepparp. Another branch of the service, in making its 
presentations before the whole committee and referring to the isolated 
radar stations in Alaska, presented what they considered a very 
definite morale problem. ‘There was some escapement, of course, 
available for those who desired it. Here, I understand, you people 
have no method of escapement and your personnel is just in over a 
long period of time. What will happen to the morale of the Navy 
here if another branch has so much difficulty with the radar stations? 

Admiral Ros. This is a much smaller program; the men who are 
going to winter over are all volunteers and we are taking special 
steps to provide them with every kind of recreation that is reasonable: 
Books, movies, card games, and good radio sets. That sort of thing. 

Admiral Comss. | believe, also, each individual has been shaken 
down by the medicos to the extent where they can tell pretty well 
whether these fellows will crack up. 

Mr. SHepparp. What is the length of time that the operation will 
actually be there, the complete length of time? 

Admiral Rose. It will run through 1959, sir; this so-called Inter- 
national Geophysical Year, during which these measurements are 
made, will run through 1959 and this program will extend each year 
until that is over. 
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Mr. SHEPPARD. Questions, Mr. Andrews? 

Mr. Anprews. Admiral, does that country have any military 
value? 

Admiral Rosr. Not that we know of, sir. The military interest 
here is in support of this scientific program and one thing that we 
hope to get from this program is more information on weather in the 
United States and elsewhere. If that works out to be true, that will 
be of military value. 

Mr. AnpreEws. I mean the actual land itself? 

Admiral Rost. Not that we know of. 

Mr. AnprREws. Covered with ice? 

Admiral Rosr. Yes, sir. 

Mr. ANpDREws. You say that International Geophysical Year 
program is worldwide? 

Admiral Ross. Yes, sir. 

Mr. AnpREws. Are the Russians taking part in it? 

Admiral Ross. Yes, sir; very active part not only in the Antarctic 
where they will have three stations, but all over their country. They 
are going to have as large participation in the entire program world- 
wide as any country. 


INTERNATIONAL EXCHANGE OF INFORMATION 


Mr. AnprEws. Will it be a free exchange of information that 
is secured? 

Admiral Ross. It was so assured at the conferences which set up 
the International Geophysical Year programs. Everyone agreed 
there would be free exchange of the information given. 


NAVY PARTICIPATION IN ‘‘DEEPFREEZE”’ 


Mr. Anprews. I gather that the Navy is picking up the biggest 
part of the check for the expense? 

Admiral Ross. Yes, sir; we were directed to be the executive agent 
within the Department of Defense to furnish all the logistic support. 

Mr. ANpDREws. Your cost in 1957 will be around $11 million-plus? 

Admiral Ross. It is more than that, sir. Well, that is correct, sir, 
fiscal year 1957 funds. We had to use some 1956 funds for early 
lead-time procurement. 

Mr. Anprews. Did you get reimbursements from other Govern- 
ment agencies? 

Admiral Ross. No, sir; this is included in the budget. 

Mr. AnpreEws. That is all, Mr. Chairman. 

Mr. Suepparp. Mr. Wigglesworth? 

Mr. WiccieswortH. When did this start? 

Admiral Ross. It really began 2 years ago when 1 icebreaker made 
a trip all the way around the Antarctic Continent, the U.S. S. Atka. 

Mr. WiaccLeswortH. Have we realized any helpful results to date? 

Admiral Rosr. The weather stations are just really being set up 
now, sir, and the answer to that is that we do not yet have additional 
weather information of any great amount. We hope to get it during 
this winter and next winter. 

Mr. Wicc.Leswortn. Is our sole interest in this project from the 
standpoint of weather? 


74195—56——-25 
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Admiral Rosr. It is in support of the various scientific programs. 
Weather is very important. But, then, there is geology, galciology, 
radio transmission, and a great many other kinds of scientific effort 
that are being carried on under the auspices of the, International 
Geophysical Year. 

Mr. WicGLeswortH. Are those other fields of military interest or 
purely scientific interest? 

Admiral Ross. There is almost no direct military interest in some 
of those fields, sir. We do think that there will be direct military 
interest in the results of the weather program. 


COST OF OPERATION DEEPFREEZE 


Mr. WicG.teswortrH. What is the estimated overall cost as far 
as we are concerned? 

Admiral Rosr. Over a period of several years, sir, to the end of the 
program? 

Mr. WicGLEeswortsH. Yes. 

Admiral Ross. For 3 years it will run approximately $50 million, 
sir; over a 3-year period. 

Mr. WicGLEeswortH. From 1956 to 1959? 

Admiral Roser. Yes, sir. 

Mr. WigGLteswortH. What was that figure again? 

Admiral Ross. About $50 million. 

Mr. WiaGLeswortH. What have we expended to date? 

Admiral Smirg. Funding in 1955 was $2,387,000. The funding 
presently arranged and contemplated for this year is $16,089,000. 

Mr. WiecLeswortH. About $19 million to date? 

Admiral Smiru. Yes, sir. 

Mr. WieGieswortu. Did you have something, Mr. Andrews? 

Mr. Anprews. I think you will find that figure is just the Navy cost, 
the $50 million. 

Admiral Ross. Yes, sir. Defense, rather. The only thing other 
than Navy is the Air Force participation and they are paying for that 
out of their normal budget, except that we will give them logistic 
support in the area, food, gasoline, housing, and so forth, in the area. 

Mr. WieGLeswortnu. Do I understand that the figures now before 
us can be reduced by $17.7 million as a result of the revised program? 

Admiral Ross. The original estimate as submitted in the President’s 
budget is reduced for fiscal 1957 from $29 million to $11.3 million; 
that is correct, sir. 

Mr. WicGLeswortH. The submission before us, is on the basis of 
$29 million? 

Admiral Rose. You have both. The correct figures are also before 
you in the book, sir; including the details of the various bureaus. 

Mr. WiegGLteswortu. Details of the various bureaus add up to $11.3 
million. 

Admiral Rosg. For 1957. 

Mr. WicGLeswortu. On the revised basis? 

Admiral Roser. Yes, sir. 

Mr. WiecLeswortu. I have no further questions. 
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UNOBLIGATED BALANCES IN ASSOCIATED REQUIREMENTS FOR AIRCRAFT 
PROCUREMENT 


Mr. SHepparp. All right, at this point we will insert the following 
tables in the record. 
(Information referred to follows:) 


An analysis of unobligated balances and associated requirements for the Navy’s 
aircraft procurement appropriation 


[Dollar amounts in millions} 


| June 30, 1955 | June 30, 1956 | 
(fiscal year (fiscal year | June 30, 1957 
1956) 1957) 


| 


Savings: From prior years aircraft programs to be treated as | | 
an asset in financing the aircraft program for fiscal year | 
indicated - . _- $862 | $303 | 

Engineering changes: Funds required to finance the cost of 
essential engineering changes to be incorporated in aircraft | | 
on order prior to the date indicated ____._.__. igaes 216 | 191 $171 


Spare parts: Funds required to provide spare-parts support 
for authorized aircraft programs: 

Spare parts on Bureau of Aeronautics contracts to be pro- 

641 | 676 


visioned by the Aviation Supply Office 591 
Vendor spare parts to be ordered by the Aviation Supply | 
ODE. 2.6255 205 163 119 
Powerplant spare parts to be ordered by ‘the Aviation 
Supply Office. aaeawe 500 384 373 
- ae sida ——|—_—— 
Total for spare-parts support... Shi : 1, 296 | 1, 188 | 1, 168 
End item requirements associated with authorized aircraft 
programs: Funds for items which will be in process of pro- 
curement on the date indicated but which will not have 
reached the stage where they can be recorded as obligations 797 | 502 | 615 
— = | = = j — — 
Grand total... Z iesge . Sign 3, 171 | 2, 184 | 1, 954 
' 


WerEpDNESDAY, Marcu 7, 1956. 


Review OF COMMENTS ON NAVY PROCUREMENT POLICIES AND 
PRACTICES 


Mr. SHEPPARD. The first order of business this morning, gentlemen, 
is to have a little review regarding vour comments on the special report 
on procurement policies which was supplied to the Navy during the 
original hearings we had of the full committee. 


DELAYS IN REDETERMINING CONTRACTS 


Referring to your responses, gentlemen, on page 4 of the Navy 
comments you state: 

The criticism which the staff makes generally of our procurement is applicable 
to these old contracts and is as to them largely accurate. These contracts must 
be appraised in the light of the circumstances under which they were originally 
awarded. 

Would you tell the committee the status of the contracts referred 
to in the statement as well as the present status of other contracts 
awarded approximately at the same time as the contracts to which 
you are referring? 

In your answer | would appreciate your referring specifically by 
name to each of the contracts involved. In your brief statement of 
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these contracts I would further appreciate it if you would comment 
as to the original cost and delivery schedules and as to the present 
or final cost and delivery schedules, and the reasons for any of the 
changes therein. 

That is a rather involved question but it is wrapped up in the 
policy answer, so if you will proceed with your answer I would 
appreciate it. 

Admiral Russet. Since this refers, Mr. Chairman, to specific con- 
tracts and specific items of business, I would like to ask my Assistant 
Director of Contract Division to speak to the point, Mr. James 
Tassin. 

Mr. Tasstn. Speaking to the first part of the question, sir, the 
status of the contracts referred to, I do not have the list of the con- 
tracts specifically by name. I would like, first, to go back to the 
introductory part of the statement, and that is the circumstances 
under which these contracts were originally awarded. 

The fiscal years concerned are fiscal years 1951, 1952, and 1953 
primarily. During those years the Korean incident had begun and 
was in full swing. 

At that time it was essential to get these materials on order and 
supplied to the operating forces. 

Due to the limited staff of trained personnel which was then present, 
it was necessary to initiate these orders by means of what we term 
letters of intent or letter contracts, and by means of redeterminable or 
tentative target incentive-type contracts in those cases where we did 
have some information but not enough information upon which to 
establish firm target prices for incentive contracts or firm prices for 
fixed price type contracts. 

It was felt that under the rules that we were then operating under, 
namely, the Public Law 413, 80th Congress, that a proper determina- 
tion that the circumstances fit a cost-plus-fixed-fee type of contract 
could not be made. 

A substantial number of these contracts were awarded with the full 
expectation, as had happened during World War IT, that there would 
be spiraling labor costs as well as material costs, and in order to enter 
into a fixed-price tvpe of contract it would be necessary, in order to 
reach agreement with the contractors concerned, to include substan- 
tial contingencies in the price. 

This we were in no position to estimate, nor, on the basis of work- 
load, were we able to cope with the situation. 

Consequently, a substantial number of these redeterminable and 
incentive contracts were awarded. 

In working out of this situation in which we started with a trained 
nucleus of 19 negotiators or buvers in 1951, we subsequently increased 
our staff to 55 of such personnel together with other clerical, steno- 
graphic, and typing assistants in 1952, and subsequent thereto the 
number has increased slightly. 

We currently have on hand, including a few contracts awarded at 
that time, and in vears subsequent—I will admit we have awarded 
some subsequent to that—some 250 incentive and redeterminable 
contracts. 

I speak with particular reference to those initially awarded as they 
presented problems not only from the standpoint of spiraling costs 
but also from the standpoint of awarding contracts on the basis of 
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airplanes then in process of development and also airplanes that were 
fully developed and of which we had had prior production. 

A considerable number of these were later modified to improved 
versions by changes. This all added to the delay in accomplishing 
these redeterminations. 

Mr. SHepparp. Are you prepared to answer the other questions, 
delivery schedules, original costs, et cetera? 

Mr. Tassin. A number of my remarks would be applicable also to 
the question concerning original cost. I do not think it feasible at 
this time to try to relate original estimates to actual costs. We can 
relate final targets as negotiated to final costs if the committee so 
desires. 

Mr. SuHepparpb. Allright. Will you prepare that for the record, and 
when the record comes down to you if you feel there is further clarifi- 
cation it is your privilege to elaborate on it for explanatory purposes. 

Mr. Tassrn. Yes, sir. 

(The information requested is as follows:) 


In regard to that portion of the question relating to original cost and delivery 
schedules as compared to final cost and delivery schedules a random sample 
consisting of 30 airframe awards made during fiscal year 1951 is submitted. 
During 1951 the Bureau of Aeronautics made 1,055 new contract awards. Of 
this number 174 were of the incentive price redeterminable type. In 57 of the 
174 cases the initial target was the firm target. In 51 cases the initial target 
was tentative. The remaining 66 of the 174 cases were of the redeterminable 
type. The great majority of this Bureau’s total contract obligations for 1951 
utilized the incentive-type contract. 

Of the 30 contract sampling, all are airframe contracts. In 8 cases the initial 
target price was the firm target, in the other 22 cases the initial target price was 
tentative, i. e., subject to later revision. 

It is important to note that at the time these awards were made, it was impera- 
tive that production be immediately commenced and end items be delivered as 
promptly as possible. These goals were met in practically all cases. The type 
of contract used afforded requisite protection to both industry and the Govern- 
ment in the area of pricing risks. 

In substantially all of the cases where the firm target price exceeded the initial 
or tentative target price the increase resulted from the inclusion in the firm 
target price of the cost of improvements in the aircraft as a result of changes 
to specifications and performance together with the effect of increased labor and 
material costs which was general throughout industry at the time. 
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PERSONNEL TURNOVER 


Mr. SuepparD. One of the particular points referred to by the 
committee staff in the report was the high rate of turnover of procure- 
ment and contract administration personnel, especially the so-called 
Bureau of Aeronautics representatives. I understand that you have 
a study as to the tenure in the contract administration jobs for these 
representatives underway or completed. 

Would you please tell the committee what you have done or plan 
to do about stabilizing these tours of duty for a reasonable length of 
time? 

Admiral Russety. Mr. Chairman, I would say the situation with 
regard to the permanence of personnel in the Bureau of Aeronautics 
representatives offices at the various aircraft plants is improving. 

We have, as a matter of policy, lengthened the tour of duty. We 
have a target now of about 4 vears, although, of course, exceptions 
will occur, changes of duty coming up because of people falling out of 
ranks elsewhere, and so on. 

These officers, I should like to point out, are acronautical engineering 
duty specialists. They have been trained particularly in aeronautical 
engineering, and the great majority of them have had a course in 
business administration. Many of them have gone to the Harvard 
Business School. 

Backing up the Bureau of Aeronautics representative himself in 
each office is a senior civilian who has a great degree of permanence and 
is a specialist in this line. 

As I say, Mr. Chairman, I believe the situation is improving. 

Mr. Suepparp. Are you having any difficulty in getting the civilian 
counterparts to which you referred? You have to draw them from 
the civil-service register? 

Admiral Russe.u. They are covered by civil service and are subject 
to the area wage determination. I must say, Mr. Chairman, it is 
rather difficult to keep people because of the competition in industry. 

Mr. Suepparp. What has been the mortality rate in that type of 
personnel in the past fiscal year? 

Admiral Russeuu. I can say it has been fairly high, sir. Some- 
where between 10 and 15 percent per year, sir. 

Mr. Suepparp. In that particular position and the requirements 
encompassed within it, the conduct of the individual would be quite 
an influencing factor on the expenditure requirements; would it not? 

Admiral Russreuu. It would, sir. 

Mr. Suepparpb. I am to interpret from your answer that vou are 
doing all that can be done under the circumstances with which vou 
have to deal. Is that correct? 

Admiral Russeiu. That is correct, sir. 

Mr. Sueprarp. When you have to reach over to Civil Service are 
they careful in their selection or do they reach to the top of the 
register and give you what is there? 

Admiral Russevt. That is a rather difficult question to answer 
Mr. Chairman. We have on the staff of the Bureau of Aeronautics 
in the field, I would say, a good corps of loyal devotees in their partic- 
ular profession. I think they are there largely because of the 
attractiveness of permanence and retirement features; but, as I sa 
competition with industry at present makes it very difficult to hold 
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out enough inducements for a man to continue in a rather hard-working 
career, which certainly is not overpaid, 

Mr. Suepparp. Off the record. 

(Discussion held off the record. ) 

Admiral Russe.u. I should like to point out that in our civil- 
service positions most of our senior jobs are appointed up through 
the ranks, so we do have a basis of experience when a man steps into 
a top job. 

CENTRALIZATION OF PROCUREMENT 


Mr. SHeprarp. On page 25 of the comments there is a reference 
to the centralization of control and centralization of procurement 
within the Navy on large dollar contracts. Briefly explain to the 
committee the mechanics of actual procurement in the Navy, including 
what authority, if any, is designated to field organization and what 
steps you have taken recently, if any, to increase the efficiency in this 
procurement field. 

Admiral Russeutu. Mr. Chairman, this is a broad question dealing 
with policy navywide, and I have with me this morning Mr. Graeme 
Bannerman of the Office of Naval Material. I would like to have him 
address himself to this. 

Mr. BannerMAN. We take this question, Mr. Chairman, to relate 
to the entire naval organization and it is on that basis I will speak. 

The major procurement, dollarwise, in the Navy is performed in 
the technical bureaus in Washington. Experience in fiscal 1955 was 
that about 65 to 70 percent of the dollars contracted for were con- 
tracted in those technical bureaus. 

The field organization of the Navy for purchase is largely under 
the control of the Bureau of Supplies and Accounts and accommodates 
about 20 percent of the dollars that are expended in new procurement 
contracts. 

Their organization is basically threefold. First, they have supply 
demand control centers which buy backup spares for much of the 
technical equipment bought in the bureaus in Washington. Second, 
they have Navy Procurement offices which are area procurement 
offices. Third, they have purchasing going on in a number of special- 
ized activities, such as air stations and shipyards. 

The procurement instructions for those activities come from the 
Bureau of Supplies and Accounts. 

They have some 63 purchasing activities in the field which have 
unlimited purchase authority. There is no limitation on what they 
may buy. 

In addition, of course, there are other purchases made in the field, 
other contracting. The Bureau of Yards and Docks does its contract- 
ing largely in the field, of course. 

The Bureau of Ships and MSTS do some contracting in the field in 
the field of ship-repair work. That is the organization for procure- 
ment in the field. There is no limitation on the authority to purchase 
of many of these activities. 

There are many minor activites in the field, small stations, small 
operations where we feel we cannot adequately staff for major pro- 
curement, and in those locations we do place dollar limits on the 
amounts they can buy. If they have a purchase to be made for their 
own use exceeding those dollar limits the purchase will be passed 
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into one of the offices staffed for that purpose, such as one of the Navy 
procurement offices. 

Mr. SHeprparpb. With reference to the 63 places where I think you 
said they had unlimited expenditure authority; do you literally mean 
unlimited? 

Mr. BANNERMAN. Unlimited insofar as the contracting officer’s 
authority is concerned. They don’t have unlimited funds, of course, 
Mr. Chairman. 

Mr. SHepparpb. But they have unlimited authority to contract 
which obviously has to be followed by that. 

Mr. BaAnNERMAN. There is no dollar limitation on the authority of 
the contracting officers there. 

Mr. SHepearo. Where you have circumstances of that character 
it would occur to me that some place there is obviously a control 
factor applied. 

Mr. BANNERMAN. Yes, sir. 

Mr. SuHepparD. Because if there were not the thing obviously 
could get out of bounds. 

Mr. BanNeRMAN. Actually there are a number of different control 
factors applied to their procurement as apply also to procurement in 
Washington. 

We have a contract clearance branch in the Office of Nav yv Material 
which reviews all'procurements prior to award, all negotiated procure- 
ments prior to award in excess of $300,000. 

That review is applicable whether the procurement is made in Wash- 
ington, in the field, or anywhere in the world. 

In addition we have in the Office of Navy Material an organization 
called the procurement review group which makes periodic surveys of 
porcurement as it takes place throughout the country. 

Furthermore, all of these activities as subjected to periodic and 
regular inspections and audits. 

Mr. SuHepparp. What I was trying to do there, Mr. Bannerman, 
was to clear up the statement which obviously would be reflected in the 
record as to unlimited. You mean unlimited subject to control? 

Mr. BANNERMAN. That is correct, Mr. Sheppard. 1 appreciate 
your clearing that up. 

The fact is that there is no dollar limit on what the contracting 
officer may sign but he is subject to all the reviews and checks whic h 
apply to all Nav y procurement. 

Admiral Russeti. Adding to the navywide picture which you 
heard from Mr. Bannerman, within the Bureau of Aeronautcis we have 
recently taken steps to decentralize by appointing contracting officers 
in our field Bureau of Aeronautics representative offices so that within 
dollar limits certain contractual arrangements can be made at the 
scene to relieve somewhat the detail from our office in Washington. 

Mr. BANNERMAN. There are a number of such designations in other 
bureaus, too, Mr. Chairman. 


CONTROL OF CHANGE ORDERS 


Mr. SHepparp. In the Bureau of Aeronautics there is a regular 
procedure established to control the issuance of change orders. What 
is its procedure and specifically what have you accomplished in re- 
ducing the number of change orders? 
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Admiral Russevu. We do have a procedure to control change orders 
in the Bureau of Aeronautics, Mr. Chairman. We have a so-called 
Intra-Bureau Change Committee which meets, deliberates and deter- 
mines the validity of the change. Changes must be made only against 
a specific requirement of airworthiness of the aircraft, safety, or a 
reasonable improvement in the military efficiency of the airplane. 

The Interbureau Change Committee is made up of the administra- 
tive officer as the chairman, with representatives of Program Planning 
Aireraft Division, Production Division, Maintenance Division, and 
the Guided Missile Division if it is involved. 

Mr. SHepparbD. I would assume that change orders are applied only 
on undeterminable factors because in the absence of having them, 
undeterminable change orders would not be necessary. Is that not 
true? 

Admiral Russeuu. That is correct, sir. 

Mr. SHEpPARD. What amount of change orders has been issued 
this year, if you have it before you? If you don’t have it you can sup- 
ply it for the record. 

What I want to get at is this: What particular contracts in the past 
vear where you more or less tightened up on your change order func- 
tions have been subject to change orders, and has any one contract 
been subject to more than four change orders? 

Admiral Russet. I will supply the information for the record, sir. 

(The information requested is as follows:) 


STATEMENT ON AIRFRAME ContTRACT CHANGES 


The Bureau of Aeronautics issues change notices during the life of an airframe 
contract only for changes which involve safety of flight or significant improvement 
in military performance. 

The change notices, issued after rigid review, number about 100 per month. 
Of the contracts for the fiscal year 1956 aircraft procurement program, only the 
following have been subject to more than four such change notices: 


| 


Contract No. Aircraft | Contractor ye 

alee ae : Pa te eee ae a oa a a a 
NOas 55-170__- ae FsuU-1 ; E lc hance Woughs 5 
NOas 55-205 | A3D-2Q | Douglas-. 7 
NOas 55-190_- ae oi oe post SE se a5 q .do-. Be deed a 7 
NOas 55-184 ‘ s . _...| ZS2G-1 . Goodyear - a 5 
NOas 55-303 _- | T2V-1 | Lockheed _- 5 
saieditaiatiadinnale sid 10 


NOas 55-180. peeaiaiees fT) of eae | Sikorsky 





ESTABLISHMENT OF FIRM TARGET PRICES 


Mr. SuHepparp. What are you doing to insure that on incentive 
contracts a firm target price is negotiated early in the life of the con- 
tract? 

Admiral Russet. Mr. Chairman, we have several measures de- 
signed to meet this situation. In the last year we reduced to a bare 
minimum the interim incentive type of contract. In other words, 
we would have an immediate target set. 

We have certain mechanical procedures to control contractual work- 
load, statistical and workload units, to keep on schedule our handling 
of the contracts. 

We do, where we can, use a firm fixed-price contract in lieu of the 
incentive type. 
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All these measures are designed to alleviate the situation with re- 
gard to the incentive-type contract and the lateness of setting a target 
price. 

CONTRACTOR’S GENERAL RESEARCH EXPENSE 


Mr. Sueprarp. With reference to the extent to which contractors 
holding production contracts should be reimbursed through the price 
of such contracts for a proportionate share of their overhead expense 
that is allowable to their general research work you state: 

Each of the military services has found its own system for holding the problem 
in check. We have not as yet fully evolved a coordinated system, 

Briefly what are the various systems to which you refer, and how 
does the Navy system differ from othe rs, and what are you doing 
about evolving a coordinated system? 

Mr. BANNERMAN. Speaking to the Navy method of coping with this 
problem at the moment, Mr. Chairman, the problem, of course, is 
one in determining the overall reasonableness of the contractor’s gen- 
eral research cost which he is attempting to bill to the Government. 

I think in most products we buy we expect to pay some general 
research expense. 

When we are buying products which are commercially available, 
or when we are buying products from a company which is predomi- 
nantly engaged in commercial work, we would normally rely in the 
Navy on its necessity for competing in the commercial market to 
assure that the general research program is held within reasonable 
bounds and is appropriate to the business it is in. 

The problem here, of course, arises when we get into a field, such as 
aircraft, where the contractor’s business is predominantly govern- 
mental. 

We have found it extremely difficult, as we point out in this report, 
to arrive at any arbitrary rules in this field. Some have been 
attempted. 

The test is one of reasonableness, and the amount of general research 
expenses which is included in a contractor’s cost base at the time we 
are negotiating our prices is alwavs a matter for individual check. 

If we find that it is unreasonable we may remove it from the cost 
base. If we find it is completely reasonable we would probably not 
remove it. It is a matter for individual negotiation in the Navy. 

I think perhaps, with different procedures with which I am not 
familiar, the problem is approached in the same general way in the 
other services. 


COORDINATION AMONG THE SERVICES 


Mr. Suepparp. Is there any particular committee setup for the 
purpose of coordinating the functions by and between the respective 
military services? 

Mr. BannerMAN. Yes, sir. This is one of the elements of cost 
which is under study in the attempt to evolve a new set of cost 
principles for the Armed Services Procurement Regulation. Several 
attempts have been made to arrive at arbitrary solutions in this field 
and we have not been very successful at it. It is before the procure- 
ment Secretaries of the three Departments now, along with a number 
of other problems in this field. 
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Mr. SHEPPARD. Who is heading up that committee? 

Mr. BaNNERMAN. The study is being made under the Armed 
Services Procurement Regulation Committee, headed up by General 
Ghormley. This problem, along with others for which we have not 
found adequate solutions, will go before the procurement Secretaries 
of the three Departments within the next couple of months. 


USE OF CONTRACT COST PRINCIPLES 


Mr. SHEPPARD. On page 72 you state: 


We are in complete disagreement with the report comment pointing out the 
desirability of establishing costs of performance established under a set of cost 
principles recognized by contractors, auditors, and contracting officers. 

You state further— 

We would prefer to create contractual situations where the contractor’s manage- 
ment will make every effort to keep costs down. Under these circumstances 
we are willing to assume risk with respect to the extent of profits. 

If you are taking this position in your procurement policy, what 
are you doing to maintain a constant and effective surveillance over 
the operetion of the contractors to remove the risk that you refer to 
with respect to the extent of profits? 

Certainly the recent reports with reference to testimony before the 
House Armed Services Committee as to the inclusion of various and 
sundry items such as Christmas gifts in the overhead of the Grumman 
aircraft does not show a detailed analysis of the profits of your con- 
tractors. 

What comments have vou to make on that? 

Mr. BanNeRMAN. From the question I must assume perhaps our 
comment did not make our position clear. 

We do not disagree with the idea that there should be adopted with 
reference to fixed price redeterminable or incentive types of contracts 
a standard set of cost principles. As a matter of fact, we are partici- 
pating in the effort to arrive at such a standard set of cost principles 
right now. 

Our disagreement is with what we understood the staff report to be 
recommending with respect to the use of such a set of cost principles 
once it is adopted. 

This paragraph appeared to us to say that if there were such a 
standard set of cost principles, prices should thereafter be based upon 
costs established under such a set of cost principles. 

In the bulk of our pricing of production items we are doing what 
I call pricing forward. We are negotiating today a price for work to 
be done in the future. 

This may be in the form of a fixed-price contract, it may be in the 
form of fixed-price contract with an escalation clause, in the form of 
a redeterminable contract with a forward pricing aspect, or it may be 
in the form of a target on an incentive contract. 

In all of those cases we are looking toward the future. 

Obviously, no matter whether we have complete agreement on cost 
principles, the costs we are talking about are not costs which already 
have been incurred and are therefore determinable by audits. They 
are costs which are going to be incurred. 

What we prefer to do with respect to such future costs is to try to 
establish some target or some lump-sum price which will not neces- 
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sarily bear any identifiable relationship to past costs but which will 
provide an incentive for future cost reduction. 

In other words, if we priced for the future purely on the basis of 
past costs or a summation of past costs plus a reasonable profit, we 
would not be giving the contractor any inducement whatsoever to 
achieve efficiencies or to redesign or to reorganize his production 
arrangements, or to better employ his manpower. 

What we are trying to do is to arrive at a price which will provide 
him with incentives for those efficiencies because we think there are 
more dollar savings to us in this arrangement. 

In that situation you do tend to lose a little bit of the control of 
profit that you would have in a strictly cost reimbursement contract. 
In other words, if you make a contract for $10 million and agree to 
pay the contractor $700,000 profit, you know what the profit will be. 
You control his profit. But the $10 million is simply an estimate on 
the cost reimbursible basis. 

If he doesn’t do the work within that amount of money we must 
pay him more or not get the work done. 

That is what we meant, and we are not in disagreement with the 
idea there should be a set of cost principles. 

I might add one other factor, Mr. Chairman: We do believe that 
audit results on past. work which has been accomplished up to the 
time of our pricing is very important to us. This is the type of 
information we want. It is the type of information which consistently 
we get in the Navy as a background for the conduct of these fixed- 
price forward negotiations. There is no confiict in the Navy between 
the auditors and the negotiators. We are using audit advice, and the 
auditor is normally a member of the negotiating team. 

Mr. Suepparp. The issue which actually stood out more than 
anything else was the manner in which expenses for certain types of 
Christmas gifts and things of that character were somewhat offside. 

Mr. BannerMAN. I don’t want to overgeneralize in this field 
because obviously there are some items which a contractor can pay 
which we might be willing to accept in the cost base. But any 
contributions and donations made by a contractor, or proposed to 
be made by a contractor, which are included in the cost base on any 
pricing arrangement which may come to us as a proposal forward, 
are normally—I think consistently— questioned by the Navy auditors 
in setting up their examination of the price proposal. 

Such costs are questioned in negotiation and are very frequently 
eliminated from the cost base prior to negotiation. 

In the Grumman case the only contract of which I am aware which 
was made during 1951, 1952, and 1953 which has been finally priced 
at the present time, included a total in the final pricing of something 
in the neighborhood of $140,000 of questioned costs, including all of 
the contributions and donations they had made. 

Mr. Suerpearp. And bonuses? 

Mr. BANNERMAN. | cannot answer as to that, Mr. Chairman. | 
don’t know. 

Of that $140,000 of cost questioned we negotiated a lump-sum 
settlement which was $130,000 below their proposal, so it can be 
presumed most of this was eliminated in the final negotiation. 

It must be recognized we do not exercise management control over 
Grumman. If they elect to give presents out of ‘profits that is their 
business. We cannot control that. 
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Mr. SuepparD. That is granted. The only place I think the Navy 
would be involved would be in the definition of the profit. 

Mr. BANNERMAN. That is correct. 

Mr. SHepparD. The modus operandi to accomplish such profit for 
distribution purposes. 

Mr. BANNERMAN. Their profit as it appears in their annual state- 
ment is not necessarily the same figure which appears in individual 
contracts we have set up. We are eliminating some elements of this 
from costs, normally in negotiations. 


PRICE REDUCTION INCENTIVES 


Mr. SuHepparpD. On page 72—B you state categorically: 

The low prices to provide such incentives as these can only be reached by 
lump-sum negotiations. 

Why? 

Mr. BANNERMAN. The comment relates to what I have described 
in answer to the previous question as forward pricing. We are seeking 
to achieve the maximum inducement to the contractor to impel him 
to accomplish production efficiencies. 

Production efficiencies can’t be measured by past costs. Produc- 
tion efficiencies for the future are best accomplished by the negotiation 
of a lump sum which involves a figure below a projection of past costs, 
and which is sufficiently low to force him to reduce the cost of operation 
to get the profit he wants. 

This is what we are talking about in forward pricing. 

Mr. SuHepparp. In the field of the interest we have expressed so far, 
to what degree does the competitive factor enter into the total of 
resolving these little idiosyncrasies which have been run into by the 
committee staff which was making the investigation? 

Mr. BANNERMAN. Throughout the Navy generally, Mr. Chairman, 
there is a very high degree of competition, which I think your question 
refers to, with respect to our procurement. There are some of the 
things we buy where competition at the time of awarding a production 
contract is simply not possible. Your competition may be in design, 
in a lot of factors which go ahead of the actual production. 

Your committee staff, I think I am correct in saying, studied only 
contracts of that latter type. I think their comments from their 
study of that type of contract were perhaps perfectly accurate with 
respect to the extent of competition but it is not so in Navy pro- 
curement generally. There is a high degree of competition. 


DECREASED EMPHASIS ON PHYSICAL INVENTORIES 


Mr. SHEPPARD. On page 78—-A you state: 


The recent personnel and fund reductions without commensurate reduction 
in workload have forced field activities to select areas or functions for curtailment. 
Unfortunately this has resulted in decreased emphasis on physical inventory. 


Will you enlarge on this statement and inform us specifically as to 
which areas or functions have been curtailed, why, what are you 
doing about it with reference to the 1957 budget estimates? 

Admiral Russreuyi. As you know, we work in a rather austere atmos- 
phere with regard to funds and personnel in our attempt to secure the 
maximum defense at the minimum cost. We are, in the particular 
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field of the supply department at our naval air stations, on an austere 
basis, and it is here that the physical inventory and the record thereof 
suffers 

We are placing additional emphasis in this area. The Bureau from 
which we get our allowance of supply officers for the air stations has 
in the face of decreasing personnel overall given us an increase in the 
naval aviation area 

We are in the 1957 budget submitting a request under station 
operations, sir, which should be adequate, we feel, to cope with this 
situation. 

Mr. Suerparpb. Up until the presentation was incorporated in your 
1957 budget it would appear from your answer that austerity had 
perhaps reached the point of diminishing returns. 

Admiral Russe.iu. That is possible. We work on a small margin. 


INITIAL PRICING FOR SPARE PARTS 


Mr. Suepparp. With reference to a possible delay in placing initial 
pricing for spare parts into the contracts you state: 

Under the Navy system there is now no great delay in incorporating prices into 
the contract. 
Is there any delay at all, and if so, why? 

Admiral Russevu. There is a delay, an unavoidable timelag in 
spare parts, for the reason the contractor must quote to us prices and 
these must be reviewed as to reasonableness and then after this review 
we set 2 billing price which is placed in the contract. 

Mr. Suepparp. What would be the time element in the various steps 
to which you have referred? I do not mean break it down step by 
step, but the total accumulation. 

Admiral Russe.tu. Mr. Tassin will give us an idea of the time 
involved. 

Mr. Tassin. In answering the question I will have to speak to three 
separate stated time periods. First, the period prior to January 1955; 
second, January 1955 to January 1956, and a third period after 
January 1956. Our procedures varied during those intervals. Prior 
to January 1955 there was a considerable delay or timelag. The 
contractor submitted his quotation and estimated prices on his list, 
in accordance with the spare parts pricing document which is incor- 
porated into the contract, 60 days prior to the start of deliver y of end 
items under the contract. 

Normally-—and I refer now to the case of an airframe contract—that 
would be 14 to 16 months after the date of the contract estimating a 
lead-time factor of 18 months average. 

That price list, when it went through the negotiation process 
and firm prices were agreed to, permitted the contractor to bill, 
finally, for the items delivered. This was put into the contract 
approximately 23 months after the date of the contract, or a timelag 
of, say, 9 months between the time he submitted the list to us and we 
incorporated it into the contract. 

Bear in mind this was no great or tremendous hardship on the con- 
tractors as they could bill for progress payments-—that is, a portion 
of the cost—during the time they were performing. 

Subsequent to January 1955 we realized that there could be a sub- 
stantial timesaving if the contractor submitted to us an adequate 
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number of lists, which required roughly 15 to 20 copies of this list, 
and we could establish a temporary billing price to permit him to 
get his funds while we were negotiating with him. That reduced the 
time factor to about 3 weeks after receipt of this list and then we went 
ahead and negotiated a firm price. 

Subsequent to January 1956 we made a further revision in the pro- 
cedure in an effort to speed up the contractor himself. We are now 
asking for those lists within 90 days after our supply people and our 
requirements people have met with him, have established a provi- 
sioning or provisioning list and on the average we are getting those in 
4 to 5 months after the date of the contract, and within a week or 2 
weeks are establishing billing prices on those spare parts which then 
permit him to get paid. 


EXTENSION OF ACCOUNTABILITY 


Mr. Suepparp. With reference to the extent of accountability of 
certain items, you state on page 115 and 116—A: 


For many items we do maintain such accountability and the question of extend- 
ing it to others is constantly under active consideration, 


What line do you draw between extending and not extending this 
coverage to an item and which items are under active consideration 
at the present time? 

Admiral Russeiyt. Mr. Chairman, currently we keep a serial record 
only of airframes, the airplanes themselves, and engines. We are 
considering extending this to other major components. I should like 
to point out that there is a record up to point of issue for all other 
items. Specifically, in the case of the radios and propellers men- 
tioned by the staff, these items were issued to service and at that 
time the normal disciplines of the service take over. As you know, 
the Navy is very thoroughly trained in care of Government property. 
These radio sets are in use, they are not lost, sir. The propellers are 
in use, not lost. The ree ord of exac tly where they were is what we 
we lost, not the item itself. It is rather a fine balance at what point 
one should cut off accountability to some central point. It costs 
money and time and people. 

We may be able to extend accountability further because of the 
introduction of automation, these electric machines which keep track 
by cards or magnetic tape of where things are. But I think you 
understand there is a reasonable limit of accountability of material 
down through the service, sir. 

Mr. Suepparp. I think that is true, although an adequate in- 
ventory control in warehouse or any other place where you are stock- 
ing your supplies would obviously be pretty much of a definite factor 
if that control system was working adequately. I can see you can 
have withdrawal sheets, for example, lost in transmission between 
position A and position B. That happens in private life as well as 
any place else, but as you stated even if that occurs that does not 
necessarily mean the item involved is off the shelf. It might be in 
transit or it might still be in stock. Presumably, if it is a withdrawal 
item it would be in transit after a certain period of time because 
ordinarily I understand your withdrawal from inventory is rather 
rapid and service in that field is rather good. At least, that is what 
field offices report in the requirement aspect. 
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Mr. BanneRMAN. | think the Navy has a fine system of reconciling 
inventories in warehouses with stock records. That is not the problem 
involved here. ‘These radios have been issued to aircraft and squad- 
rons all over the world and moving all over the world. The question 
is whether you should have central control over where each of these 
radios is at every minute of every day. ‘That is the problem involved 
and we say there is a limited number of items you can control on that 
basis. 

Mr. SuHrepparpD. You are, however, extending it to the degree 
possible and workable? 

Mr. BANNERMAN. That is correct, sir, and as Admiral Russell 
said, it may be possible to extend it rather substantially because of 
the potentialities of machine control of inventory records. 

Mr. Suepparp. I am wondering as we go along in the field of re- 
visions that will be made as a result of your own concurrence in the 
committee’s findings if it would be within the bounds of reason, 
from your point of view, to keep the committee advised of these im- 
provements. You do not have to do it in specific minor situations 
but I mean in the general trend of the improvement operations. 

Admiral Russe.i. We will keep you generally informed, sir. 


STATUS OF R38Y PLANE 


Mr. SuHepparp. If you will, we will appreciate it. 

What is the status of the contract on the R3Y plane at the present 
time? 

Admiral Russe.iu. The status of the contract, sir, is that the origi- 
nal contract is being amended to cover an overrun of cost. This is 
not settled at the moment, although we expect settlement momen- 
tarily. 

The status of the plane itself, sir, the first 1 has been delivered to 
service and the remaining 10 are expected to be out, and I think com- 
plete, by December. We then will have the entire lot of R3Y’s in 
service. 

Mr. SuHepparp. How much of an overrun was involved? 

Admiral RussgE.u. It is about a 10 percent overrun, sir. The target 
price originally, I believe for the airframe, was in the order of $100 
million and the overrun is 10 percent of that, roughly. 


TERMINATION OF A2D-1 PROGRAM 


Mr. SuHerparp. Beginning on page 52 there are various and sundry 
comments on the A2D-1 program of the Douglas Aircraft Co. I note 
that on September 16, 1953, contract NOAS—51-138 and letter of 
intent NOAS 51-631 were terminated for convenience of the Govern- 
ment, whereas not until August 26, 1954, was contract NOAS—12-021 
terminated for the convenience of the Government. 

If there was sufficient evidence in 1953 to warrant the termination 
of the contracts, why did you wait an additional year before terminat- 
ing the contract? 

Admiral Russetu. The reason, Mr. Chairman, was that the last- 
mentioned contract was for a small number of airplanes. The depar- 
ture in airplane design and powerplant embodied in the A2D-—1 were 
considered of sufficient importance to justify flying this small group of 
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airplanes experimentally to determine what the capability of the model 
might be. We gave this effort up finally, and just shortly before the 
termination of the last contract, because a gearbox let go in the air and 
this completely ended our hope for getting the machine even into ex- 
perimental service. 


BENEFITS FROM THE T~40 DEVELOPMENT PROGRAM 


Mr. Suepparp. In your evaluation of the T-40 development 
program, you state that— 

It is important that it be remembered that this engine program pioneered the 
way in the application of this new type of aircraft. 

In this field, what specific savings can you point to as a result of this 
development? What engines do you now have in planes which bene- 
fited as a result of this program? 

Admiral Russexu. I can point only to an advance in the art and 
not to a saving in dollars. One might say there was a saving in time, 
possibly a very appreciable saving in time, sir. The T-40 was the 
first in this country of the large “‘turbopropeller engines in which a 
turbine drives a propeller instead of a reciprocating engine driving the 
propeller. It led the field and there have followed, in the case of 
Allison, the T—56 which is flying now in certain commercial models 
ina small way; the T-34 of Pratt & Whitney, which is flying new, and 
Pratt & Whitney ’s development of the T- 57, which is a propellered 
version of the J—57 turbojet. 

Mr. SHEPPARD. ‘time of the adverse factors which you mentioned in 
the T—40 program is ‘diversion of effort by introducing three different 
models early in the basic engine development program.’”’ Do you still 
follow this method of a diversified approach to basic development 
programs? 

Admiral Russe_ut. We might, sir, but it would depend upon the 
specific circumstances. In the case oa the T—40 we had complicating 
factors in that we had counterrotating propellers on the same shaft 
driven from a gearbox through which a tremendous amount of power 
was going and the power originated in 2 different turbines so we 
had 2 power units geared to a single gearbox, thén geared to a 
propeller which was a dual propeller rotating in opposite directions. 
This was necessary in the case of a single-engine carrier-based plane 
to get away from the torque, because, as the propeller rotates there is 
a countertorque on the aircraft which gives it instability. 

Hindsight tells us this was really too ambitious a project. If we 
had started in an easier vein we might have had more success, sir. 

Mr. Suepparp. Under the T—40 contract with Allison was there 
any guaranty by the contractor in the contract and if so, what action 
did the Government take thereon? 

Admiral Russetu. There was a guaranty in the contract which was 
met, sir. The development contract specified certain fuel consump- 
tion and certain power to be developed at sea level, but the nature of 
a turbine makes it more efficient at altitude, so in a turboprop powered 
transport you would be flying at an elevation maybe of 30,000 feet. 
We had no facilities in this country to test an airplane up to that 
simulated altitude on the ground, so it was impractical to get a 
guaranty. This is one point in which the engine had its shortcomings. 
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When we finally got it into an aircraft, and got it to altitude, we 
found its fuel consumption was some 15 percent over what we had 
estimated and that the power was some 10 percent less than estimated. 
Both these factors diminished the value of the engine. 


TERMINATION OF F3H1 AIRCRAFT CONTRACT 


Mr. SuHepparp. With reference to the costly and much publicized 
contract with McDonnell for the F3H1 aircraft, you point out the 
failure of Westinghouse to develop the proper engine for this plane 
was the major problem in terminating the contract. Westinghouse 
originally guaranteed certain engine performance under this contract, 
as I understand it, which it was never able to meet. 

If such guaranty was given, why was the contract terminated for 
convenience of the Government and not for default, and what, if any, 
settlement was made with Westinghouse based upon this original 
guaranty? What is the claim settled or pending, or what is the 
status of it? 

Mr. Tasstn. Mr. Chairman, with regard to the first part of the 
question, why was the contract terminated for convenience of the 
Government and not for default, the contractor in this case met the 
requirements of the contract as far as could be determined. It was 
at altitude and when installed in aircraft and it started operating that 
some of the difficulties began with that engine. 

The contractor was meeting delivery rates as then established 
the contract at the time this—— 

Mr. SuHepparp. To briefly answer the question, so far as that con- 
tractor was concerned the reasons for terminating the contract for 
the convenience of the Government was not predicated upon any 
inability or nonfunction under the contract as I interpret your answer. 

Mr. Tasstn. That is correct, sir. 

Mr. Suepparp. That is the answer to the whole thing. He met 
his guaranty fully; there is no question about that or you would not 
have made the settlement as vou made it. Is that correct? 

Admiral Russeii. That is correct, sir. I should explain to you, 
Mr. Chairman, that when you venture into a field of very much in- 
creased thrust in a turbojet engine, it is very difficult to secure any 
sort of positive guaranties. In effect, the venture is sort of a joint 
venture between the Government and the contractor who is willing 
to undertake this rather ambitious project. 

As I say, it is extremely difficult to get any precise contractual 
arrangement. If you ask for a specific and hard guaranty the price 
would go way up because the contractor would have to cover con- 
tingencies. Overall, one gets a cheaper price really by accepting part 
of the risk. I think this point should be understood. 

Mr. Suepparp. | can well understand that. If | were a contractor 
called upon to fabricate in the field to which we are presently address- 
ing ourselves, | would want enough cushion in dollars or | would not 
be very much interested in taking your business on a guaranteed 
premise, because there are so many unknown factors. One you re- 
ferred to is testing at certain elevations as against ground testing, 
that is an unknown factor until the operation requirement is placed 
in the category of both ground and elevation, is it not? 

Admiral Russeuu. Yes, sir. 














402 


PRIME CONTRACTOR’S PROFIT ON SUBCONTRACT 


Mr. Suerparp. There are certain facts with reference to the Glenn 
L. Martin Co. contract with the Navy for the so-called Seamaster, 
and its subcontracts with Allison set forth on pages 172 to 180 that I 
would like to discuss with you. As I gather from this contract, it 
was based on contractor-furnished equipment with Martin and to 
receive a fixed fee of 7 percent of the estimated cost to produce the 
aircraft exclusive of engine and for Martin to receive a fixed fee of 6 
percent of estimated engine cost. 

In addition, I also gather from the report that Allison, acting as a 
subcontractor to Martin, affixed the usual 944 percent profit to the 
engine subcontract. Basically, are these facts correct? 

Admiral Russe.u. As to the percents involved, they are correct, 
sir. May I point out that the airframe contractor was not relieved 
of certain duties in connection with the engine. He had engineers 
at the aircraft manufacturer’s plant so this is not really a percent 
on top of a percent profit, but rather it is in recognition of the engi- 
neering work which he, himself, put into getting the engine suitable 
for his airframe. 

Mr. Suepparp. Would you contrast the price of profit incurred 
under this method of contracting to those wherein the Government 
would have furnished the engines and thus apparently eliminated at 
least the 6 percent fee to which Martin was entitled? 

Admiral Russe. Yes, sir. If the Government had provided the 
engines we would have had an element of cost in the Martin effort 
which would be his engineering toward adapting these particular 
engines to his airframe. So I believe, sir, we would still have paid 
for this effort; whether it was a percent to him or whether we paid 
it as a matter of cost of his operation. 


NEGOTIATION OF SUBCONTRACTS 


Mr. SHepparp. Heretofore, gentlemen, I have expressed some rather 
forceful thinking in negotiated contractual operations and I am a bit 
concerned with reference to the points established by the report as to 
negotiating procedures where there is a subcontract involved. 

As you know, the staff criticized the Navy for not taking prompt 
action on the request of the Martin firm for Government assistance in 
negotiating the Allison contract. In reply to this, you state cate- 
gorically ‘The responsibility was Martin’s, not Navy’s.” If this is 
so, why did it take from February 22, to June 27, 1955, for Navy to 
deny the request of Martin, especially when both Navy and Air Force 
had representatives stationed at both the Martin and Allison plants 
at all times? 

Admiral Russe.u. I would like to speak to the dates there, sir, 
since this involves business of the Bureau of Aeronautics, and I should 
like to ask Mr. Tassin to comment in detail on the reasons why the 
assistance was not accorded. 

I am quite sure, sir, that the letter was a followup on telephone calls 
and other things. I do hope this lag in correspondence has not directly 
affected the operation. I dare say “the matter was already settled and 
this was a concluding or summing-up letter, sir. 
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Mr. Suerrarp. What occurs in an operation of that character, 
Admiral, where certain determinations are made that have a very 
forcible effect upon vour business procedures with X firm? In other 
words, for expeditious requirements you pick up the phone and talk 
to the proper person re aoe to what you wish to convey? 

Admiral Russeuu. Yes, si 

Mr. Suepparp. At the ae that vou are translating vour thoughts 
to the other individual what, if any, record is made in vour office m 
order to obviate differences of concept by and between the person 
talking from the Government end as against the receiving end? 

Admiral Russevu. As standard procedure, if we have an important 
conversation, we make a memorandum for the record and submit an 
information copy of that memorandum to the contractor who was on 
the phone so he can take exception if it is not correct. This is filed 
as part of the proceedings. 

Mr. SHepparp. You have that available if there is difference of 
opinion on interpretation? 

Admiral Russeuu. Yes, sir. 

Mr. SHepparp. Proceed. 

Mr. Tasstn. Mr. Chairman, the Martin concern requested assist- 
ance from the Navy representative in the plant in redetermining this 
contract as they were unable to get the essential information, or so 
they stated, from Allison. The categorical statement that the 
responsibility was Martin’s and not Navy’s was adhered to and in 
working through the local representatives of both the Navy and Air 
Force, and with the subsequent cooperation of Allison, the essential 
information was obtained and the contract redetermined at a price 
which was acceptable to the Bureau of Aeronautics. 

Mr. Suepparp. It would appear to me that the recommendations 
of the staff in this instance are quite sound. Certainly, if carried, 
out they would obviate situations such as we see existing in this 
particular contract. 

May I repeat these recommendations to you and ask you for vour 
comment as to the desirability of applying them to subcontractors 
under “Contractor-furnished equipment” type of procurement. 
They are, one, whether the prime contractor or the Government is to 
conduct the price redetermination or whether the Government would 
assist in the matter; two, in the event the Government does not 
assist in price redetermination, whether the subcontractor would 
provide adequate cost data to the prime contractor at a specified 
time during the production period of the subcontract to insure that 
the price can be negotiated timely and equitably. These, of course, 
are things the staff recommends should be established prior to the time 
of the pricing of the subcontract. 

What comments do vou have on that? 

Mr. BannerMAN. We believe the Navy system does provide 
assurance as to where responsibility lies. When we place a prime 
contract we place responsibility on the prime contractor, in all in- 
stances, for the making and pricing of his subcontracts. It is a very 
rare instance where he has any difficulty in that or where it is difficult 
for him to provide us with the data that allows us, in scanning his 
subcontract structure, to assure that prices are satisfactory. We 
do not start out with the assumption that that is likely to happen. 
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It did happen after the prime contract had been awarded in this case 
for a while, though it was resolved between the parties before it was 
necessary for the Navy to do anything about it. 

As far as the clarity or definiteness of practice is concerned, that 
exists right now. 

In those rare instances where a potential subcontractor will not pro- 
vide data to the prime, we have in some instances, where it became 
absolutely essential to do so, asked Navy auditors to get cost data 
and provide it to the Navy in those cases, but this is the exception and 
not the rule, Mr. Chairman. 

Mr. SHEpparD. In other words, where you are making progress 
payments, that is the terminology I believe you apply to contracts, in 
considering the amounts you pay what is the premise upon which you 
establish whether or not the prime contractor has paid his obligations 
to the subcontractor? 

Mr. BANNERMAN. Practically all progress payments are based upon 
costs incurred by the prime contractor. His bill for progress payments 
is reviewed by the inspector at the location and he will determine 
whether there was any serious delay in paying the obligation. 

Mr. Suepparp. By scrutinizing the progress payment to the prime 
contractor, carefully doing it, it would occur to me it would have a 
tendency to alleviate any lags of the subcontractor getting his bill in 
to the prime contractor because how is the subcontractor going to be 
paid if he does not get his money from the prime contractor, because 
he certainly does not get it from the Navy. 

Mr. BanNerRMAN. That is correct. We have not noticed any diffi- 
culty with having to prompt contractors or subcontractors to file their 
bills. 

Mr. SuepparD. I see. Apparently you are more fortunate than 
another branch of the service because their problem was to get their 
bills in in time so they could pay them. 

Mr. BANNERMAN. The problem in this case was not one of getting 
the bill in but was one of getting adequate cost estimates in on which 
to base the price of the subcontractor rather than paying the sub- 
contractor. 

Mr. SHepparp. In the field of the subcontractor, I think it is an 
established fact, is it not, that insofar as Navy is concerned, they at- 
tach all and complete responsibility to the prime contractor? 

Mr. BANNERMAN. Yes, sir; subject only to review of the reasonable- 
ness of price in important subcontracts by the Navy. 

Mr. SHepparp. In the final analysis they are the individuals whom 
you have to look to for performance under the contract? 

Mr. BaANNERMAN. The making and administration of subcontracts 
is one of the functions of the management of the prime that we think 
we are hiring when we hire the prime. 

Mr. SHEPPARD. What thought have you given to the establishment 
of a specific policy as to the rate of profit the prime contractor would 
be allowed with respect to those costs incurred in the furnishing of 
high-value components under ‘Contractor-furnished equipment” 
concept of procurement? 

Mr. BANNERMAN. Mr. Chairman, in the establishment of target 
profits or estimated rates of profit for the prime contractor, we do 
not believe it would be particularly feasible to try to establish separate 
profit rates with respect to a number of subcontracts which he may 
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have. Actually, a standard or specific policy in that field would not 
in our judgment be very practical because in one instance the prime 
contractor may be buying a very expensive subcontracted item 
right off the shelf, a commercially available item; all he has to do is 
buy it at a commercial price; makes no practical contribution in 
that regard except engineering it into his product. 

In another situation, the prime contractor may be required to prac- 
tically design the subcontracted item and go out with his own manage- 
ment and production people and work this product through his sub- 
contractor’s plant to assure quality and the exact design he needs. 

Mr. Suepparp. Does your explanation cover the field that I asked 
about which was specifically that of the high-value components only? 

Mr. BANNERMAN. Yes, sir, this might be applicable to either. 

Mr. SHepparp. I see. 

Mr. BANNERMAN. In other words, in some cases the prime contrac- 
tor looks to the skills of his subcontractor and in other cases he has to 
practically design the subcontracted items himself. 

The prime contractor’s contribution is quite a variable thing and in 
our judgment his earnings should reflect that. What we do, of course, 
is to consider all of these factors when we negotiate the prime con- 
tas price. We will examine into the extent of his contribution in 
this field. 


SHIPMENT OF ENGINES WITHOUT NAVY KNOWLEDGE 


Mr. Suepparp. Gentlemen, I am particularly anxious to have your 
comments on one of the cases studied by the staff with reference to the 
shipment of several J—57 engines by a Pratt & Whitney to the Boeing 
Airplane Corp. I realize you state there is no harm to the Federal 
Government in this case, but I note also you say— 
engines were shipped without the knowledge of the Bureau of Aeronautics repre- 
sentative. 

Under your procedures, how was this possible, and what has been 
done to prevent a recurrence in the future? 

Admiral Russguu. It is possible because the engine manufacturer 
is still a producer of engines and we do not check every engine which 
is shipped from his factory. He has a sizable bit of commercial busi- 
ness, as you know, too. In this case it was in fact done without the 
knowledge of our local representative. It was done in an arrangement 
with Boeing to provide a model of a tanker which Boeing was quite 
sure the Air Force would need, but on which they did not have specifies 
yet. 

. Pratt & Whitney, in my opinion, sir, are the outstanding contribu- 
tors to American progress in turbojet and turboprop engines. We feel 
they rate a little consideration because they have produced such a good 
article. I think we should do everything we can to encourage quality 
in a product in our manufacturers. They realize they made an error 
in this case, sir, and they have promised not to do it again. 

Mr. SHepparD. Any questions, Mr. Andrews, pertaining to this 
subject matter under discussion? 

Mr. Anprews. Mr. Chairman, you have gone into this matter very 
thoroughly and I have no questions. 

Mr. Suepparp. Mr. Wigglesworth? 

Mr. WiaGLeswortn. I do not care to ask any further questions. 
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Mr. SHepparpb. Mr. Ostertag? 
Mr. Osrertac. I have no questions, Mr. Chairman. I believe you 
have covered the problem throughly and well. 


AIRCRAFT AND RELATED PROCUREMENT, NAVY 


Mr. Suepprarp. Turning our attention now to the budget for 
“Aircraft and related procurement,” I note your actual appropriation 
for 1955 was $1,973,568,000; in 1956 $905,602,000, and the 1957 
request is $1,737,900,000. 

I understand vou have a statement vou wish to make at this time 
pertaining to the unobligated balances. is that correct? 

Admiral Russevi. That is correct. 

Mr. SHEPPARD. Present vour statement. It might be very clari- 
fying. 

UNOBLIGATED BALANCES 


Admiral Russevu. Since concern over unobligated balances asso- 
ciated with ‘“no-year’’ appropriation is largely dispelled when the 
actual requirements associated with the unobligated balances are 
analyzed and the factors causing the unobligated balances are recog- 
nized, my objective is to provide you with a complete explanation of 
the unobligated balances associated with the Navy’s aircraft and 
related procurement appropriation. 

On page 6 of the House of Representatives, Department of Defense 
appropriation bill, 1956, Report No. 493, 84th Congress, Ist session, 
there is an excellent statement relative to obligating no-year funds 
which is quoted below: 


It is fully recognized that certain major procurement programs of the Depart- 
ment are so constituted as to make it impossible or certainly impractical to 
obligate all of the funds provided for a given fiscal year. The present concept 
of budgeting for military requirements by presenting to the committee in the 
initial request the total costs of a given major procurement item or program, 
while resulting in larger unobligated balances at the end of each fiscal year, does 
not mean excess funding. The policy gives the committee and the Congress 
a more accurate cost of the total program for which funds are requested. In the 
case of aircraft, for example, the eventual total cost for a number of a particular 
airplane, including spare parts, electronics, etc., is budgeted, whereas only a 
substantial portion but not all of the total appropriation may be obligated 
during the fiscal year. The total estimated cost of an aircraft carrier will be 
budgeted in 1 fiscal year, but all funds cannot be obligated during that fiscal 
year. In each of the instances cited an appropriation to cover the entire cost 
is advantageous for programing and actual contracting. Obligations, depending 
on the item, must of necessity be phased over a period of 2 to 4 or even more years. 

It is generally understood that funds so appropriated and carried over into 
succeeding fiscal vears are merely what might be termed “letters of credit’? and 
in no way affect the cash position of the United States Treasury until they are 
actually expended for services performed or equipment delivered. 

The tabulation appearing on page 78 of the (Department of Defense, fiscal 
vear 1956) hearings shows the general types of long-lead-time items for which 
carryovers into each succeeding year are necessary. 

However, the committee requests that in the future all unobligated funds 
budgeted to extend bevond the fiscal vear under consideration, whether pro- 
gramed or not, be explained in detail from a requirement and obligation stand- 
point and that such explanation be made a prominent part of the written justifi- 
cation for the item of appropriation involved. 

















407 


In keeping with the committee’s request, the written justification 
for the ‘“‘Aircraft and related procurement, Navy,’’ appropriation— 
page 5 of the fiscal year 1957 budget submission, provides an explana- 
tion of unobligated balances. 

When we appeared before this committee last year we explained in 
considerable detail the advantages of the long-established ‘‘Program 
life’? method of financing, and the procedures utilized in procuring, 
naval aircraft and those supporting spares and spare parts which are 
not of general application. ‘This testimony appears in the Depart- 
ment of the Navy appropriation hearings for 1956 commencing with 
page 489. <A statement by Secretary Thomas, beginning on page 90 
of the fiscal vear 1956 hearings, also summarizes the basic philosophy 
and advantages underlying the funding of aircraft and spare parts. 

In view of the testimony last vear I believe you are familiar with 
the procedures we employ in implementing and supporting our aircraft 
program and are fully aware of the fact that all funds provided under 
the “Aircraft and related procurement, Navy,” appropriation are not 
obligated during the first year of their availability. This being the 
case I should like to focus attention on the factors which are causing 
the substantial increase in the amount of — remaining in an un- 
obligated category at the end of the fiseal yea 

In developing a clear understanding of Sables d balances asso- 
ciated with the Navy’s aircraft program full recognition must be 
given to the impact that section 1311 of the fiscal vear 1955 Supple- 
mental Appropriation Act, Public Law 663, 83d Congress (which 
became law on August 26, 1954) has had on both the timing of obliga- 
tions and the amount recorded. Operating under the very practical 
and precise definition of a recordable obligation, ee by section 
1311, the unobligated balances associated with the Navy’s aircraft 
procurement program have increased substantially, due to the fact 
that the actual recording of obligations occurs considerably later under 
the criteria established by section 1311, than was the case under the 
criteria of recording obligations in use prior to the implementation of 
section 1311. In addition, Department of Defense Instruction 7220.6 
and SeeNav Instruction 7300.6, issued April 28, 1955, and May 5, 
1955, in implementation of section 1311 have had the effect of reducing 
the amount that can be recorded as an obligation under our major 
contracts. 

SECTION 1311 IMPACT 


To illustrate this change in obligation pattern, we have prepared 
chart I, below, showing the normal “obligation pattern for the Navy’s 
aircraft procurement program operating under the criteria of section 
1311, and that which occurred while operating under the obligation 
ctiteria in use prior to implementation of section 1311. 

(The chart is as follows:) 





BVIA HOWE CIOMSdNI F9VLNINUId 


“soe TWO? oy 4q pexieoTe 
Ayreur 203 ueeq sey yep [uM papsoses 


2q y~uueD = a pam 
pezywez pexid oq ysnw Szepz0 ereds * 
“wuts (red yu yep eq Hem 
WOHIESTTQO VE pesspisuos you s] }wETOD y * 
TISt NOILLOGS USGNN ONILLVYsdO 


mR 
e 
3 








WVUD0Nd LIVYUY 





409 


Admiral Russe.iu. While this chart portrays the normal and desired 
funding cycle, the obligation pattern and expenditure pattern for the 
aircraft program can and often does deviate substantially from the 
patterns depicted in this chart due to unexpected technical difficulties, 
contractual problems, and program changes. 

The related table on the following page, table I, compares the obli- 
gation pattern which appears on page 495 cf the fiscal year 1956 Navy 
appropriations hearings with the obligation pattern expected to occur 
under section 1311. 

(The table is as follows:) 


TABLE I.—Navy aircraft program—obligation pattern expressed in percent of funds 


| Obligations during year 


Operating 
under sec, 
1311 


| Prior to sec. 
| 1311 


Percent Percent 
lst year... _-.- gdde 2 70 
| 16 


Obligations, cumulative 


Operating 
under sec, 
1311 


Prior to sec. | 
1311 | 


Percent 
82 70 
RE 


Percent 


Remaining unobligated 
end of year indicated 


Operating 
under sec. 
1311 


Prior to sec. 
1311 


Percent 
18 30 


10 14 


Percent 


See. oa accdwes 10 t 96 3 4 
4th year d 4 100 0 0 


Admiral Russe.u. The slowdown in the rate of obligation shown 
on the chart and in the related table stems from the following section 
1311 impact: 

(a) Under section 1311 an obligation for a contract is recorded as 
of the date the last party, either the contracting officer or the con- 
tractor, signs the contract, while prior to implementation of section 
1311 funds were obligated on the date the contracting officer author- 
ized the contractor to commence work. Operating under section 
1311 a contractor may, and often does, delay signing a contract for 
weeks or even months until he is satisfied with every last minute 
detail of the terms of the contract, thus delaying the recording of an 
obligation, although the contractor may commence work under the 
contract as soon as he receives it. 

(6) Under section 1311 funds for certain categories of spare parts 
and engineering changes are recorded as obligations only as each 
individual priced order is accepted by the contractor, while prior to 
section 1311 dollars for spare parts and engineering changes were 
obligated in the amounts established for contractual guidance at the 
time the basic aircraft or equipment contract was consummated. 


UNDERSTATED LIABILITIES 


In addition, Department of Defense and Navy instructions imple- 
menting section 1311 have reduced the amounts that can be reported 
as obligated under incentive-type contracts for aircraft and related 
equipment by limiting the reportable obligation to the current billing 
price of the contract rather than to the amount of the liability in fact 
existing under the contract. 

Mr. Wiacc.ieswortu. I do not understand that. 

Mr. Lewis. A great many of our contracts deal with the same type 
of plane. As was testified earlier, these contracts are largely of the 
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incentive type and are redeterminable at fixed points based on physical 
accomplishment under the contract. On follow-on contracts, the 
formal redetermination point will not have been reached at the time 
the redetermination point under the first contract for that same 
model or predecessor model is reached. In the past, when we re- 
determined the price for the earliest contract for a plane model, we 
then revalued the follow-on contracts for that same plane model on 
our books, on the basis of the agreement reached for the first contract. 

Now we are unable to do that. 

Mr. Suepparp. Why? 

Mr. Lewis. Because of the definition and the instructions imple- 
menting section 1311. Consequently, even though we know from the 
redetermination reached on the first contract that the estimates that 
were established for the follow-on contract are no longer the best 
estimate of what that work is going to cost, we carry in the account 
those estimates until the formal redetermination point is reached, 
which may be as long as a vear and a half later. In some cases those 
prices should be adjusted upward; in some cases downward. The 
bulk of our experience has been an upward readjustment, because of 
the rising labor costs that have been experienced over the years. 

Mr. SHeppArD. You may proceed, Admiral. 

Admiral Russeiu. In the past we have deemed it sou der to reflect 
in the accounts a well-considered forecast of the total liability of the 
Government, on the basis of the most recent cost data available, rather 
than to delay recognition of the increased or decreased liability until 
full agreement could be obtained between the contractor and the 
Government as to the precise extent to which the estimated liability 
had changed within the maximum legally allowable. Under the 
provisions of section 1311, however, we are required to delay recogni- 
tion of these changes until formal documentation has been completed. 
Since the overall impact of rising wages and material costs in recent 
years has been to increase contract prices, the amounts reportable for 
many contracts under the new criteria understate the actual liability 
of the Government. 


REVISION OF UNOBLIGATED BALANCES 


As a result both of implementing the section 1311 reporting basis and 
of program adjustments, the estimates of the unobligated balances 
associated with the aircraft program furnished the committee last year 
differ considerably from those now projected. Table IL below has 
been prepared to show the composition of funds remaining unobligated 
on June 30, 1955, June 30, 1956, and June 30, 1957, and also to facili- 
tate a comparison between currently anticipated unobligated balances 
and the estimates for June 30, 1955 and June 30, 1956, provided the 
committee last year, appearmg on page 471 of the fiscal year 1956 
Department of the ‘Navy appropriation hearings. 

(The table is as follows:) 
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TABLE II.—An analysis of unobligated balances and associated requirements for the 
Navy's aircraft procurement appropriation 


{Dollar amounts in millions] 


Comparison for Comparison for 
June 30, 1955 June 30, 1956 


June 30, June 30, June 30, June 30 
1955 ' (fiscal, 1955 (fiseal 1956 fiscal 1956 (fiseal 
year 1956) | year 1956 year 1957 year 1957 


Savings: From prior years aircraft pro- 
grams to be treated as an asset in financ- 
ing the aircraft program for fiscal year 
indicated___..._- 


Engineering changes: Funds required to 
finance the cost of essential engineering 
changes to he incorporated in aircraft on 
order prior to the date indicated_________| 


Spare parts: Funds required to provide 
spare parts support for authorized air- | 
craft programs 

Spare parts on Bureau of Aeronautics 
contracts to be provisioned by the 
Aviation Supply Office a 

Vendor spare parts to be ordered by 
the Aviation Supply Office. - 

Powerplant spare parts to be ordered 
by the Aviation Supply Office 


Total for spare-parts support. ___- 


end item requirements associated with | 

authorized aircraft programs: Funds for 

items which will be in process of pro- 

curement on the date indicated but 

which will not have reached the stage 

where they can be recorded as obliga- | | 

a a at atime 0 797 0 i2 615 


Grand total ‘ 1, 388 | 3, 171 516 2, 184 1, 954 


1 Estimated unobligated balance appearing on p. 471 of the Department of the Navy fiscal year 1956 
appropriation hearings. 


Admiral Russeuu. Referring now to that portion of table II 
labeled “Comparison for June 30, 1956,” it will be noted that the 
estimated unobligated balance for June 30, 1956, has increased from 
$516 million to $2,184 million. All of the increase is associated with 
savings and requirements in the following categories: 

(a) Savings: $303 million in savings have accrued as the result of 
program adjustments made during the current fiscal year and have 
been applied as a reduction in arriving at the funding required for 
the Fiscal Year 1957 program. 

(6) Engineering change funds: The increase in unobligated funds 
for engineering changes from $70 million to $191 million has de- 
veloped as a direct result of the implementation of section 1311 and 
stems basically from the revised definition of what constitutes an 
obligation. All of the $191 million will be required to finance engineer- 
ing changes associated with Fiscal Year 1956 and prior programs. 

(c) Funds for spare parts on Bureau of Aeronautics contracts to be 
provisioned by the Aviation Supply Office: The increase from $0 to 
$641 million has developed as a direct result of implementation of 
section 1311 and the revised definition of an obligation. While under 
section 1311 these funds may no longer be considered obligated, all 
of the $641 million will be required to support fiscal year 1956 and 
prior programs. 
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(d) Funds for vendor spare parts to be ordered by the Aviation 
Supply Office: The increase from $100 million to $163 million stems 
basically from the fact that the Aviation Supply Office has not placed 
orders for some vendor spare parts as early as was originally antici- 
pated. All of the $163 million will be required to support fiscal year 
1956 and prior programs. 

(e) Funds for powerplant spare parts to be ordered by the Aviation 
Supply Office: The increase from $346 million to $384 million stems 
basically from the fact that some orders for powerplant spare parts 
were not placed as early as was ‘originally anticipated. All of the 
$384 million will be required to support the fiscal year 1956 and prior 
programs. 

(f) Funds for the procurement of end item requirements associated 
with authorized aircraft programs: These are items associated with 
approved programs, which will be in process of procurement but 
which, for various reasons, including the criteria for recording obliga- 
tions set forth in section 1311, will not have reached the point where 
the funds can be recorded as an obligation. Basically this is recogni- 
tion that at the end of each fiscal year there is both a large volume of 
procurements in process and a great many contractual adjustments 
pending for which the funds associated therewith may not be reported 
as obligated. 

The reasons for the increase in amount remaining unobligated in 
each category on June 30, 1955, are essentially the same as for June 30, 
1956. 

In concluding my explanation of these unobligated balances | 
should like to make it perfectly clear that, except for the savings of 
$303 million derived from fiscal year 1955 and prior years’ programs 
which are being applied to finance a substantial portion of the fiscal 
year 1957 program, all funds expected to be unobligated at the end 
of the current year are required to support the naval aviation pro- 
curement programs heretofore authorized by Congress. In due course 
these funds will be obligated to insure prudent and timely implemen- 
tation of the programs authorized. 


BALANCES FOR ENGINEERING CHANGES AND SPARE PARTS 


Mr. Suepparp. With reference to your statement on page 7 under 
“Engineering change funds’’ reflecting $191 million, and also under 
the next item ‘Funds for spare parts” reflecting $641 million, I wish 
you would identify them by programs for the record, if you will, 
when the transcript comes down to you. 

Admiral Russextu. We will do that. 

(The information requested is as follows:) 
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An analysis of unobligated balances and associated requirements for the Navy's 
aircraft procurement appropriation, June 30, 1956 


(Dollar amounts in millions] 





Aircraft program year 


1952 1953 1954 1955 1956 1957 Total 
Savings - ; ike ch eect oleate tie 0 0 0 0 0 1 $303 $303 
E ngineering ch anges ; . 0 $33 26 $i) $72 191 
Spare parts spriichaiai'a $50 256 227 305 350 1, 188 
End item requirements -_-.-.-....----- - 0 0 0 100 40/2 5ur2 
Total va Nise cabin kde tae st) 289 253 465 824 303 2, 184 





1 Cash assets applied to fiscal year 1957 program. 


Mr. SHEPPARD. Now turning over to page 8 of your statement 
under (d) in the second line where you say “Aviation Supply Office 
has not placed orders,” why? What was the reason for not placing 
orders? 

Admiral Russetu. Technical problems in some equipment primarily, 
Mr. Chairman. 

Mr. SHepparD. The same question as to the next paragraph (¢)? 

Admiral Russe.tu. The same problems, sir. I should like to point 
out that haste in this business makes waste and we would rather see 
the funds not obligated. We feel much freer and feel we can do our 
business better if we are not under compulsion for early obligation 
in this budget. For instance, if we buy spare parts for a particular 
piece of machinery and that design changes slightly, the spare parts 
would be of no use. 

Mr. Suepparp. Then those delays are predicated upon that concept; 
is that correct? 

Admiral Russeuu. Yes, sir. 

Mr. SHepparp. Now I would like to have this question answered 
with reference to your green sheets. The unobligated balances have 
been mentioned by Admiral Russell in his statement. You say the 
estimated unobligated balance at the end of fiscal 1956 will be $2,- 
184,447,296; your estimate for the end of the fiscal year 1957 is 
$1,954,500,296. 

Of these two amounts, how much do you estimate will be uncom- 
mitted at the times mentioned? 

Admiral Russetu. Of the $2,184 million unobligated on June 30, 
1956, all is committed to the support of the fiscal year 1956 and prior 
alreraft programs, except $303 million, this being the balance asso- 
ciated with the financing of the 1957 aircraft program. 

Again, on June 30, 1957, it is anticipated that all funds apportioned 
will be in an obligated or program-committed status. 

Mr. Suepparp. Are you going to apportion all of the $1,954 million? 

Captain Hirscu. Our apportionment is based each year on the 
operating requirements, basically for obligational purposes; so that 
we do not have apportioned to us those dollars which we do not expect 
to obligate during the current year for which the funds are appor- 
tioned. 

Mr. SHepparD. When will this fund be committed programwise; 
can you tell us that? 
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Captain Hirscu. It is earmarked against specific requirements 
associated with aircraft that are already in the program and on order. 

Mr. Suerparpb. Then, for the purpose of the record, even though 
it is not apportioned, it is committed programwise? 

Captain Hirscu. Yes, sir. 

Mr. Wiacieswortu. Admiral, under “Engineering change funds” 
on page 7 of your statement, you say: 

All of the $191 million will be required to finance engineering changes associated 
with fiscal year 1956 and prior programs. 

When will they be required? 

Admiral Russe.ui. During the production life of the aircraft as 
the program develops. 

Mr. WiaaLeswortn. But you cannot say when? 

Admiral Russet. We cannot say precisely when; no, sir. 

Mr. WiaeLeswortH. You make the same statement with reference 
to item (c): 

Funds for spare parts on Bureau of Aeronautics contracts to be provisioned 
by the Aviation Supply Office. 

Admiral Russetu. Yes, sir. 

Mr. WicGLeswortsH. The answer would be the same there? 

Admiral Russeuu. Yes, sir. 

Mr. WiceLeswortH. And you make the same comment under 
items (d) and (e). 

Admiral Russe.u. Yes, sir. 

Mr. WiceLeswortH. And then at the end of your statement you 
emphasize that— 
all funds expected to be unobligated at the end of the current year are required 
to support the naval aviation procurement programs heretofore authorized by 
Congress. 

Admiral Russe.u. Yes, sir. 

Mr. WieeieswortH. But you are unable to tell this committee 
at this time when any portion of these committed but unobligated 
funds will be required; is that correct? 

Admiral Russe.u. Precisely in point of time; yes, sir. And also 
we should not bar the possibility that we will find savings again. 
We hope we do. 


COMMITMENTS VERSUS OBLIGATIONS 


Mr. Wiceieswortu. I am just wondering where we are getting 
in this process. We adopted section 1311 because the agencies of the 
Government were reporting as obligated a lot of transactions that 
were not obligations and were free to be changed the next day or the 
next week. Now it seems to me you are coming and in effect telling 
us that here are technical obligations under section 1311 and here are 
these other categories which we now call commitments which hereto- 
fore we would have reported as obligations but now we report as 
commitments which will be required to support procurement programs 
heretofore authorized by Congress. 

That is about what it comes down to; is it not? 

Admiral Russet. That is right. The definition of a reportable 
obligation has been made, you might say, crystal clear. At a glance 
we know precisely where we stand with respect to obligations. 
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I should like to point out that the remaining funds are committed. 
They are very necessary to the program. 

Mr. WiccGLeswortn. But you do not know when. Perhaps we 
ought to define what is a commitment. 

Admiral Russeuu. I would like to suggest that you look at this as 
in process of being obligated. They are in process of being changed 
from a commitment to an obligation. 

Mr. Wice.eswortu. I wonder how far section 1311 has taken us 
toward the objective which this committee and the Congress had in 
mind. 

Admiral Russeuu. This is a navywide problem. Maybe some of 
the other witnesses would like to make a statement. We personally 
feel that section 1311 has really clarified our business in the Bureau 
of Aeronautics. 

Mr. ANnprEws. Why? 

Admiral Russetu. Because there was some fuzziness in our mind 
as to what an obligation was and what it was not heretofore. Now 
this statute, and the clarifying directives which have come from the 
Secretary of Defense and the Navy Comptroller, make it quite clear 
to us how we should keep our books. 

Mr. SHepparD. In other words, as I interpret the entire discussion 
we have had, which has been very extensive, you have now reached 
the point of bookkeeping procedure as to where, when you put out 
an order, the money is committed; but until such time as a contract 
is fabricated in fulfillment of that order, the money does not become 
obligated. 

Admiral Russeuu. Right. 

Mr. SuHepparpD. And once the contract comes in, then that money 
goes into the category of an obligation. Is that correct in your 
opinion? 

Mr. Lewis. Mr. Chairman, I would like to elaborate a little on 
this point. When we let a contract for an aircraft a target price is 
established in the contract for the basic airframe. The amount estab- 
lished then becomes the recordable obligation on our accounting 
ledgers under the provisions of section 1311 and the implementing 
directives of this section issued by the Department of Defense and 
the Department of the Navy. However, it is of particular importance 
to recognize that in this same basic airframe contract we establish 
a contractual relationship with the contractor to furnish spare part 
support for the aircraft. This relationship is essential to require the 
contractor to reserve production capacity in his plant for us to assure 
that spare parts will be available concurrently with the delivery of the 
aircraft. Although this latter liability of the contractor under the 
terms of the contract creates an obligation it is not a recordable 
obligation under the provision of directives issued implementing sec- 
tion 1311. It does become a recordable obligation when priced lists 
of parts are developed under the provisioning procedure established 
in the contract. Thus, Mr. Chairman, while our spare-parts require- 
ments are not recordable obligations, they are covered contractually 
and represent reservations of funds essential to support the aircraft 
programs which you authorize. 


74195 —56——27 
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AVAILABILITY OF COMMITTED FUNDS 


Mr. WieeLeswortH. Looking at page N8-7 of the green sheets, 
you tell us you want $1,737,900,000 this year; but, to obtain avail- 
ability, we must add to that $1,737,900,000, roughly $3,430 million 
of obligated funds that are carried forward; also roughly $2,184 million 
of unobligated, that are carried forward. 

Admiral Russetu. That is right. 

Mr. WiceieswortH. The last figure being so-called commitments 
as I understand it— 

Admiral Russre.u. That is right. 

Mr. WieeLeswortH. Which you do not know when or to what ex- 
tent will be drawn upon. 

Admiral Russeiu. Except in generalities. 

Mr. WiacLeswortH. Except within the life of the contract, which 
may be 3 or 4 years. 

Admiral RussEtu. Yes, sir; and in support of the aircraft program. 

Mr. WiaeteswortH. And you must have the funds although your 
present best guess is that $1,954 million out of the total available will 
be unobligated as of June 30, 1957, and carried forward into fiscal 1958. 

Admiral Russeuu. That isright, sir. This is all required to support 
the airplane program which we are procuring here and will pay for sub- 
sequently. 

Captain Hirscu. We know with considerable precision what dollars 
we will need to support the aircraft that we have bought and have on 
order now and will have on order at the end of the period; so that we 
must reserve and have in committed status this $1,954 million. We 
cannot use that money to fund our new program. 

Mr. WiccLeswortn. In terms of an itemized breakdown, What can 
you give us in support of the $1,954 million carryover figure at the end 
of fiscal 1957? 

Captain Hirscu. Each one of these categories you see on table II 
relates back to a specific program and the unobligated part of that 
specific program. We know that against these fiscal year programs 
we have ordered certain dollars worth of spare parts. That means 
that that amount of dollars has been used. But there still remains the 
amount for future orders that are needed to support airplanes which 
we already have on contract and which are being currently delivered. 
So that we, in effect, must have and must preserve this amount of 
money in order to support the program you have approved prior to 
this time. 

Mr. WicGLeswortH. But you cannot give us a breakdown? 

Admiral Russretu. We have it. May I refer to table II, to the 
righthand column; in that column we explain what this $1,954 million 
is made up of specifically. As you can see, we show “no savings,” 
because we do not foresee any. At that time there may be some, but 
our best guess is that there will be no savings. 

Mr. WicGieswortH. There could be substantial savings, could 
there not? 

Admiral Russe. It is highly improbable, I should say. 

Mr. SHepparp. I wish you would take the last column on the right 
and bring those figures down in plane categories, and supply that 
information for the record; because that will give us some definite 
concept when we look at it. That is the reason I asked for the same 
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thing in the previous column. I think it will help to explain the 
accumulation we are presently discussing. 
(The information requested is as follows:) 


An analysis of unobligated balances and associated requirements for the Navy's 
aircraft procurement appropriation 


[Dollar amounts in millions] 


June 30, 1957—Aircraft program year 








Yi bs Ba mek ee 7 | oa a ml Total 
| 1952 | 1953 | 1954 | 1955 | 1956 | 1987 | 
Be Rete et ee 
| 
SiMe cerictecdaly ch thctssudivesi thee 0 | 0 | 0 | 0 | 0 | 0 | 0 
ES EEE Te | 0 0 | $5 $54 | $60 | $52 $171 
Spare parts.....---- Setdaies + tesa Snaimapemasila es | 0 | $50 | 127 279 342 | 370 1, 168 
End-item requirements. ...............-...-- 0 | 0 0 0 | 150 | 465 | 615 
Total... ....- a etisasteh 3h 0 | 50} 132| 333] 552 887 | 1,954 








Mr. Franke. With or without section 1311, the total requirements 
of the Bureau of Aeronautics are exactly the same as before. This is 
a concept which relates only to whetber you place the item in ‘‘Obliga- 
tions’ as previously defined and as now changed, or place them in 
“Unobligated,’’ which means commitments. The net result is exactly 
the same as it was before. 

This is entirely a question of definition. 

The other point is that after we have had section 1311 in operation 
long enough, we will get by the day in which his comparison by years 
of unobligated funds will vary. They will stabilize. It will have the 
permanent effect, however, of increasing the amount of unobligated 
funds each year—and again I say ‘‘unobligated’’—and these must 
always be accompanied by those funds ‘‘committed.’’ And it will 
have the permanent effect of decreasing the amount of obligated funds 
shown on the statement, because they have to comply with the legal 
requirements. 

UNAPPORTIONED RESERVE 


Mr. SHepparD. On December 31, 1955 the amount of approximately 
$1,800 million was in reserve in this appropriation. 

What is the reason for this unapportioned reserve? What do you 
contemplate doing with it in the remainder of the current fiscal year? 

Admiral Russet. This amount was placed in reserve by the 
Bureau of the Budget with full recognition that while all funds 
available would be needed for implementation and support of approved 
aircraft programs they would not be required for obligation purposes 
during the current year, fiscal 1956. The only exception to this is 
the $303 million earmarked for use as an asset in financing the fiscal 
1957 aircraft and missile programs. 

Mr. Suepparp. What was your apportionment request and how 
did it fare along with the review procedure? 

Captain Hirscu. The amount apportioned to us was $2,522 
million. 

Mr. SHEepparD. How much did you request? 

Captain Hirscu. I[ will ask Mr. Medlin to speak to that. 

Mr. Mepun. In the order of $3.5 billion, sir. 
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Mr. SHE PPARD, Where did the reduction take place and why, if you 
can tell us? 

Mr. Mepuin. It took place in the collective offices of the Navy, the 
Department of Defense, and the Bureau of the Budget. 

The figure of $2,522 million was the final apportionment from the 
Bureau of the Budget. 

Mr. WieeLeswortn. Off the record. 

(Discussion held off the record.) 

Admiral Smitu. The request submitted by the Bureau of Aero- 
nautics to the Comptroller of the Navy for further forwarding to the 
Bureau of the Budget in the appropriation “Aircraft and related pro- 
curement, Navy,’’ was submitted in the amount of $3,753,596,000. 

The Office of the Comptroller passed this apportionment request 
forward to the Secretary of Defense in the same figure. 

Mr. Sueprarp. What happened in that office? 

Admiral Smiru. The review action in the Office of the Secretary of 
Defense reduced this apportionment request by the sum of $1,095,- 
351,000, leaving a recommended amount of $2 658,245,000. 

Mr. SHepparp. Then what happened in the next step? 

Admiral Surrx. The total amount apportioned by the Bureau of 
the Budget was in the amount of $2,522 million, a further reduction 
of $136,245,000. 

Mr. SHepparD. Can you explain why these reductions were made? 
I know they happened in an echelon above yours but have you any 
knowledge of it? 

Admiral Smira..Yes, sir. By further analysis, and in the presence 
of Bureau of Aeronautics personnel and personnel from the Office of 
the Comptroller these adjustments were made and were agreed to. 

Mr. Lewis. The area which was put in reserve was related to the 
commitment area we were discussing this morning. 

Mr. SHEpPATD. | see. 

Admiral, I direct the next question to you, please. 

In these reductions which we have presently referred to, how much 
will these reductions influence and retard your program? 

Admiral Russe.u. None, sir. 

(Diseussion held of the record.) 


EXPENDITURE REDUCTIONS 


Mr, Suepparp. It now appears that your 1956 expenditures w ill 
be approximately $225 million less than that estimated in last year’s 
budget. What are the reasons for that? 

Mr. Lewis. The revision in the expenditure estimate is attributable 
to two items: 

First, the reduction, or slippage, in the aircraft procurement pro- 
curement program which generated the $303 million we have indi- 
cated was available in 1957 from the earlier programs; 

Second, a change in the method of financing contractors. We now 
advance on progress payments to contractors a smaller percentage 
than we did heretofore, and that results in a delay for 1 year in the 
amount of expenditures, but after the initial period of changeover to 
the new system expenditures will resume the more normal level. 

Mr. SuepparpD. And this operation will not in any manner impede 
the required program? 





Be aa is Reinet rt at EN 





AS MP et LB 


ah ee NSE: SUB Pe ete NSS 2 


tr > ai abiiotete F< 





Remicade 








a5 EEA ate! Chee beet nA Lak 


MeL I 0 che 


ON ale! 


tlh, RIERA Ne Poa Dp 


2 ALBAN Nea RIE Ss TRESS Nie Bei So 





























419 








Mr. Lewis. It will not, sir. 
Mr. SHepparp. Do the expenditure figures in the green sheets 
represent your personal estimate of the expenditures in this appro- 
priation item for the current fiscal year, and for the fiscal year 1957? 

Admiral Russetu. They do not, sir. These expenditure estimates 
were made actually by the Bureau of the Budget, and they historically 
have excellent forecasts on total expenditures.. The $1,775 million 
here for fiscal 1956 and the $1,800 million for fiscal 1957 appear to be 
on the conservative side. 

Now that many technical problems are behind us I would look for- 
ward to a rising trend in yearly expenditures for this appropriation to 
a level that is well above the $1,900 million mark which we would 
forecast for fiscal year 1958, with a leveling off at about $2 billion a 
year, sir. 

OPERATIONS UNDER “FIRM” 


Mr. SHEPPARD. Last vear you mentioned your new procurement 
policy which you defined as “FIRM.” Would you please describe 
to us the effe cts of this new policy and the success of your operations 
thereunder? 

Admiral Russeiy. The new plan has been working very well, Mr. 
Chairman. The first aircraft to be completely under the FIRM plan 
is the Chance-Vought F8U-1. That aircraft has been notably 
successful. It has been on schedule. 

The FIRM plan is assisting us in another area, and that is the 
introduction of the model to the fleet. 

Our naval air test center at Patuxent now runs what we call a 
fleet introduction program where the pilots and mechanics come as 
complete units; they learn to fly the airplane in the presence of the 
contractor in the early stages and witb the experimental pilots there, 
and the mechanics learn the details in this fashion. This accelerates 
getting the plane into successful service in the fleet. 


JUSTIFICATION OF THE EstTiIMATES 


Mr. SHepparp. At this point you will insert pages 2 to 7 in the 
record, Mr. Reporter. 
(The information referred to is as follows:) 


JUSTIFICATIONS OF EsTIMATES FOR Fiscat YEAR 1957 


APPROPRIATION INTRODUCTION 


‘Aircraft and related procurement” is the major procurement appropriation 
which supports naval aviation. Procurement areas funded under this appropria- 
tion include new aircraft for Navy and Marine Corps squadrons; guided missiles; 
specialized training equipment, including operational flight trainers, maintenance 
trainers and target drones; and replacement equipment to modernize aircraft 
already in operating complements. Ancillary equipments such as the ground 
components of aircraft communication, navigation, and identification systems and 
submarine detection equipment are also funded by this appropriation. 

The procurement programs included in the 1957 fiscal year budget estimates 
total $2,083,626,000. Assets in the amount of $345,726,000 are available and 
are being applied to finance a portion of these program costs so that the net 
appropriation request has been reduced to $1,737,900,000. The assets which 
are being used to reduce the appropriation request consist primarily of savings 
which have accrued as the result of program changes which have occurred in 
previously authorized procurement programs. There is also included, however, 
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credit for long lead-time aircraft components funded in 1956. The table below 
summarizes, by budget activity, the estimated program costs, the value of the 
assets which are available and have been applied, and the new appropriation 
request for fiscal year 1957. 


| Fiscal year 1957) Available Fiscal year 1957 








No. Budget activity program ; appropriation 
| costs | assets request 
—| Initia token bsihncancinitstnis daichii eh hianccihigtes au r ERLE Pome et es 
| Aircraft procurement..... 2... .s....+...-.-.------ | $1, 840, 193, 000 | $323, 903, 000 $1, 516, 290, 000 
2 | Guided missiles and target drone procurement -_-| 182, 407, 000 21, 823, 000 160, 584, 000 
3 | Training equipment---_-_-.-- De ea ee 14, 169, 000 0 14, 169, 000 
4 | Aircraft modernization..............--....-------- 19, 492, 000 | 0 19, 492, 000 
5 | Ground electronics and detection equipment-_--_-- | 27, 365, 000 | 0 27, 365, 000 
MONON, cos cee ot ce uss ceryt ll cee fh ee f | 2,083, 626,000 | 345, 726, 000 | 1,737,900, 000 





Annual requirements for new aircraft for the Navy and Marine Corps are based 
on the planned operating strength, specific combat complements, attrition, obso- 
lescence, and the normal service life of various models of aircraft in use. Because 
of the long lead-time involved in aircraft production, the aircraft ordered with 
the funds included in this estimate will generally not be delivered until calendar 
year 1958. For this reason, the planned 1957 aircraft operating program has been 
projected through 1958 as one of the factors for computing procurement 
requirements. 

No increase in the presently authorized aircraft operating program has been 
contemplated in computing procurement requirements for 1957. The quantity 
programed is required to replace aircraft lost through attrition, wear-out, and 
obsolescence. Although no mobilization reserve of new aircraft has been pro- 
vided, the 1957 aircraft procurement program and delivery schedule have been 
carefully integrated with previously funded programs to ensure the availability 
of the maximum feasible production base. 

Cost estimates used in computing the aircraft procurement request are based 
on a projection of current contract prices for those models in production. New 
models not previously procured have been priced on the basis of engineering 
estimates and preliminary contractor’s proposals. Thus no provision has been 
made for future increases in either material or labor costs. If such increases do 
occur a corresponding reduction in the quantity of aircraft to be procured will be 
necessary. 

The 1957 budget estimates provide for a continuation of the phased program 
of replacement and rehabilitation of Government-owned machine tools which 
were procured during World War II. Programing of this replacement and re- 
habilitation project is at the same level in 1957 as in the current year. An increase 
has been programed in the acquisition of aircraft production equipment budget 
project, however, to provide additional facilities for specialized turbojet test 
programs, flight test facilities for high performance aircraft, and two classified 
projects. 

Guided missile procurement programed for 1957 includes both air-launched and 
submarine-launched missiles for fleet service use. Fiscal year 1957 programing 
includes fleet service quantities of a ship-to-surface missile, and two air-to-air 
models, each having unique guidance systems to serve as alternate weapons 
should enemy countermeasures render a particular system useless. Even though 
operationally proven missiles are being programed for the fleet, it is necessary to 
aggressively test and evaluate successor models so that improved designs can be 
provided the fleet. The evaluation phase of missile development in which newly 
developed models are thoroughly tested and necessary refinements or improve- 
ments made has been programed at a higher level in 1957 with primary emphasis 
dollarwise being placed on the progressive evaluation of a nuclear warheaded, 
supersonic, submarine-lauched missile. 

Procurement of operational flight trainers, maintenance trainers, and synthetic 
training aids is programed at a slightly lower level in 1957 than during 1956. The 
training equipment budget is in balance with the new aircraft procurement pro- 
gram to which it directly relates. 

Modification or modernization of aircraft already in operating complements to 
improve their operational capability continues to be a program of major signifi- 
“ance in the overall preparedness position of naval aviation. Stringent screening 
of improvement projects to eliminate all but the most essential has made possible 
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a reduction in the aircraft modernization activity. A large portion of the funds 
requested for aircraft modernization in 1957 is programed to provide improved 
methods of submarine detection in naval aircraft engaged in antisubmarine war- 
fare missions. The balance of the estimate provides improved navigational aids, 
armament modification and various safety of flight changes in service aircraft. 

In the remaining appropriation area, “Ground electronics and detection equip- 
ment,’’ $26,665,000 has been budgeted to cover an additional increment in a 
phased program to modernize air station radio communication, navigational aids, 
and associated equipment. Approximately one-third of this amount is budgeted 
to procure medium-range radars, situation displays and related navigational aid 
equipment. to be installed at selected naval air stations which are being assigned 
an increasing number of high-performance jet aircraft. The high speeds and 
relatively low cycle time of modern jet combat aircraft require that the air traffic 
be efficiently handled to prevent the loss of skilled pilots and expensive aircraft. 
Other areas covered in the 1957 budget estimates include radio communication 
equipment, radar tracking and telemetering equipment to monitor and record 
test flights of aircraft and guided missiles and funds to install equipment procured 
in prior years which is scheduled for delivery in 1957. 

In accordance with established budget practice, there have been included in this 
budget request funds to cover essential engineering changes which develop during 
the production cycle of the aircraft, missiles, or other complex equipment asso- 
ciated with the 1957 aircraft program. Also included are funds to procure 
specialized supporting spare parts for the planned program life of the equipment. 
Since the funds for engineering changes are obligated as changes develop during 
the production cycle, and as current procurement practices contemplate the 
phased purchase of spare parts support, it is estimated that $1,339 million will be 
unobligated at the end of fiscal year 1957 from these sources. Of this amount 
$58 million will relate to engineering changes funded for the 1957 program and 
$113 million for engineering changes funded under prior-year programs. The 
funds relating to program life spare parts which will not technically have been 
obligated by the end of fiscal year 1957 total $1,168 million; $352 million of this 
amount is associated with the 1957 program and $816 million is required to sup- 
port aircraft programs funded in prior years. 

In addition, it is estimated that various end item requirements associated with 
the aircraft program in the amount of approximately $615 million will be in the 
process of procurement at the end of the year. Procurement action will have been 
completed on a large portion of these requirements and legally recordable obliga- 
tions will result shortly thereafter. 

In the aggregate, it is estimated that $1,954,500,000, all of which is required to 
support authorized programs, will be unobligated at the end of fiscal year 1957, as 
contrasted with the $3,170,939,000 at the end of fiscal year 1955 and the 
$2,184,447,000 estimated to be unobligated at the end of fiscal year 1956. This 
downward trend in the level of unobligated carryover will continue in the future 
due to improvements in provisioning procedures and the reduction of approxi- 
mately 10 percent in the funds programed for spare parts support reflected in this 
budget submission for the fiscal year 1957. 


EXPLANATION OF LANGUAGE CHANGES 


The following is being deleted from the ‘“‘Aircraft and related procurement, 

Navy” appropriation language: 
‘“‘: Provided, That the unexpended balances of funds appropriated for communica- 
tion, navigation, and detection equipment for air operations under the head 
‘Aircraft and facilities’ which, as originally passed by Congress, were available 
for expenditure on June 30, 1955, are hereby transferred to and merged with this 
appropriation.”’ 

The above language was added to the 1956 appropriation act to permit transfer 
of certain unexpended balances from the “Aircraft and facilities’? appropriation 
to this appropriation. The transfer was accomplished during fiscal vear~i56 
and the quoted language is no longer needed. 
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eeniey of ee by budget activity 





Increase (+) 


| 
| crease (—), 














| or de- 
No. Budget activity | 1955 actual 1956 estimate | 1957 estimate | difference 
| | 1957 com- 
| pared with 
| 1956 
Gutman - . Eo — SS — mal a Singita nel 
1 | Aircraft procurement $2, 305, 991, 820 | $1, 772, 529, 047 | $1, 748, 748, 000 —$23, 781, 047 
2 | Guided missile and target drone | 
procurement wndtabyuniewel 71, 723, 703 183, 746, 187 | 172, 757, 000 — 10, 989, 187 
3 | Training equipment_-_--____- oe 16, 321, 862 | 21, 936, 127 | 14, 169, 000 —7, 767, 127 
4 | Aircraft modernization. - 18, 665, 398 76, 678, 162 37, 002, 000 —39, 676, 162 
5 | Ground electronic and detection 
DIE 6 ince. ons cence ons] 19, 499, 599 | 35, 890, ATT 27, 324, 000 —8, 566, 477 
Total obligations payable | 
from appropriated funds__| ! 2, 432, 202, 382 | 22,090, 780,000 | 2, 000, 000, 000 —90, 780, 000 


1 Includes net comparative transfers of +$78, 082, 271. 
? Includes net comparative transfers of +$46,310,000, 


MACHINE TOOL REPLACEMENT AND REHABILITATION 


Mr. Suepparp. I wish you would discuss with us what you refer 
to as your phased program of replacement and rehabilitation of Gov- 
ernment-owned machine tools. 

I would like the total cost and the cost to date. 

Admiral Russe.u. $5.5 million for replacement and $500,000 for 
rehabilitation in fiscal year 1957 budget. 

This is the second $6 million increment of a 10-year $60 million 
program to replace or rehabilitate Government-owned tools. 


REPROGRAMING OF FUNDS 


Mr. SHEPPARD. Give us a brief statement on this reprograming as 
it is reflected under the special report of reorganization, appropriated 
funds, from July 1 to December 31 of 1955. 

Mr. Lewis. Earlier in these hearings we indicated that there would 
be a total of $303 million made available from prior-year programs to 
finance the 1957 procurement request now before you. These figures 
here explain the derivation of the $303 million. 

I believe what may be troubling you is an indicated figure here of 
$314 million in lieu of the $303 million we testified to earlier. 

I understand that the $314 million is in error and the $303 million 
is the correct figure. 

Mr. Wiaeiesworta. Off the record. 

(Discussion held off the record.) 


PROCUREMENT OF SPARES AND SPARE PARTS 


Mr. SHepparD. The committee has been concerned for some 
time as to the amount of spares and spare parts the Navy is purchasing 
especially in view of the continued emphasis on guided missiles and 
rapid changes in aircraft design and performance. I note on page 5 
of the justifications you show a reduction of approximately 10 percent 
in the funds programed for spare parts support reflected in the budget 
before us. 

Does that represent a basic change in your programing of spare 
parts? 
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Admiral Russeuu. This is not a basic change in policy, Mr. Chair- 
man. It does indicate, however, our continuing interest in reducing 
spare support to the lowest practical level. Our procedures and 
inventory are under continuing critical review. The procurement 
of spares and spare parts are made only after careful study of our 
inventory and the on-order positions. 

Our latest usage and planning data programs permit us to effect 
this reduction, sir. Because of this reduction, the spare parts sup- 
port has come down in percentage of total cost. 

Mr. SuHepparp. For the purpose of the record have you made any 
attempt to review your spare parts procedure in inventory and, if 
so, with what degree of success did you meet? 

Admiral RussEuu. We have our spare parts inventory under review 
continuously and we are beginning to benefit from the application of 
electronic computing machines to the computation of spare parts 
requirements. 

1 believe our situation with regard to spares is improving. It has 
been quite sound but they have been carrying in stocks some excesses 
here and there. 

Mr. Suepparp. Of course as rapidly as possible the excesses are 
being eliminated? 

Admiral Russeuu. Yes, sir. 

Mr. WiceLesworta. Off the record. 

(Discussion off the record.) 


AIRCRAFT PROCUREMENT 


Budget activity No. 1—Aircraft procurement 











| | ee 
| Increase (+) 
| } or de- 
| | crease (—), 
No. | Project 1955 actual | 1956estimate | 1957 estimate | difference 
| 1957 com- 
| pared with 
1956 
il latent tae la ical li ace He ae 
1A | Aircraft procurement-__-_-- ...--| $2, 227,674,211 | $1, 629, 203,475 | $1, 646, 767,000 | +$17, 563, 525 
1B | Advance aircraft component pro- | | 
| curement.-_- 70, 000, 000 53, 900, 000 | 51,981,000 | —1,919, 000 
1C | Acquisition of aircraft production | 
Wns 6ccnnapbuscapcencons 8, 317, 609 | 89, 425, 572 | 50, 000, 000 —39, 425, 572 
} = alate _ a etme hina nie 
| 
Total obligations payable | 
from appropriated funds-.-| 2, 305, 991, 820 | 1, 772, 529,047 | 1, 748, 748, 000 — 23, 781, 047 
| | 





The aircraft procurement activity is the largest and in many respects the most 
important activity in the Navy’s aviation budget. An adequately supported 
aircraft procurement program by which new designs and technological improve- 
ments are translated into strength in being is essential to the effective functioning 
of the fleet. Specific objectives of the 1957 aircraft procurement program are 
(1) to provide sufficient new aircraft deliveries to replace losses resulting from 
crashes or wearout; (2) to maintain and increase the combat effectiveness of Navy 
and Marine combatant units by providing a level delivery of new high performance 
aircraft to replace models which have become obsolescent; (3) to maintain 
monthly deliveries at a level which will provide maximum production capacity 
consistent with the foregoing to maintain the mobilization base; and (4) to provide 
a limited number of new prototype models to perfect their design before under- 
taking quantity production of these models. 

The fiscal year 1957 aircraft procurement program, priced on the basis of current 
contract costs, results in a gross dollar requirement of $1,738,212,000. Assets in 
the amount of $323,903,000, composed of $43 million provided for advance pro- 
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curement of long lead-time aircraft components funded in fiscal year 1956 and 
$280,903,000 in savings which have accrued in previously funded aircraft pro- 
grams are being applied to 1957 program costs. The appropriation request for 
new aircraft procurement in 1957 therefore is $1,414,309,000, which when com- 
bined with a requirement of $51,981,000 for advance aircraft component funding 
and $50 million for acquisition of production equipment results in a fiscal year 
1957 appropriation request of $1,516,290,000. The fiscal year 1957 appropriation 
request for this budget activity is summarized in the following table: 


Cost of fiscal year 1957 aircraft procurement program________- $1, 738, 212, 000 
Less: Applied assets: 
Savings from prior year reprograming-____. $280, 903, 000 
Advance component procurement funded 
in 1956 ba es B= asa _ 48, 000, 000 


aaa — 323, 903, 000 


Fiscal year 1957 appropriation request for aircraft 
procurement (project 1A) Die ctorgre ter occeiek ars ; 1, 414, 309, 000 
Add: 
Advance component procurement for fiscal year 1958 
(project 1B). Saati haa irate anlage aaiaae 51, 981, 000 
Acquisition of aircraft production equipment (proje et 1C) _- 50, 000, 000 


Fiscal year 1957 appropriation request for activity 1 a thy 516, 290, 000 

Mr. Suepparp. Under budget activity No. 1, ‘‘Aircraft procure- 
ment,” as reflected in 1955, you had an actual of $2,305,991 ,820, and 
your estimate for 1956 is $1,772,528,047, and your estimate ‘reflected 
in 1957 is $1,748,748,000, and this reflects a reduction of $2 3,781,047 
in 1957. 

Mr. SuerparD. What is the status of your 1956 aircraft procure- 
ment program? 

Admiral Russreiu. The 1956 aircraft procurement program is gen- 
erally on schedule, sir. 


MODELS OF PLANES IN USE 


Mr. SuHepparp. Would you give the committee some idea as to the 
number of models of planes in use and how this compares with the 
prior fiscal year? 

Admiral Russretu. Yes, sir; the number of models of planes are 
roughly 70. That is in the total inventory, Mr. Chairman. 

Mr. SHEPPARD. Yes. 

Admiral Russetut. We hope to have it come down somewhat in 
future years. 

Mr. Suepparp. What do you have on actual operation status in the 
different models? 

Admiral Russet. I will supply that for the record, sir. I spoke 
to the number of models and total inventory. 

Mr. SHEPPARD. Very well. 

(The information referred to is as follows:) 

As of December 31, 1955, there were 58 basic models operating. 

Mr. SHepparp. What is the comparison for the last couple years? 
Do you have that in general? 

Admiral Russetu. I do, sir. 

We had in 1946 basic models 72 in service. This dropped to a low 
of 51 in 1949, and since then it has come back quite steadily until in 
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1955 we had the figure of 70. We estimate by the end of 1956 we will 
have only 67 models, and we hope then to bring it on down. We esti- 
mate for 1957 we will have 64 and in 1958 we will have 63 models. 

Admiral Comps. In answering the question which you have asked 
with regard to the reduction in number of aircraft models, there are 
certain factors which control or determine the number of aircraft 
models which we have to have in the Navy. 

These in their order are as follows: 

The diversity of naval aviation tasks requires a finite number of 
basic configurations. 

Every aircraft is conceived and designed to have growth potential 
which will be utilized. This will result in at least 2 or 3 models of the 
basic aircraft. This is far cheaper than developing a new aircraft for 
each improvement increment. 

Also, replacement of a model is necessarily an overlapping process 
which results in both models, the one going out and the one that is 
coming in, being in the combat inventory for a considerable period. 

Utilization of older combat models in noncombat billets retains 
them in the inventory. The highly expensive and only alternative 
would be to discard aircraft at the end of their combat unit assignment. 

Mobilization potential remaining in the older models retains them 
in the contingency reserve for a further period. 

Both we in CNO and the Bureau of Aeronautics fully appreciate 
the undesirable training and logistics aspects of having a variety of 
models in our inventory, and we are now and will in the future take 
steps to reduce these models as much as we can. 

Specifically, we will scrutinize proposed model changes thoroughly 
to insure that each change provides a justifiable improvement. 

We will try in every way to reduce the number of concurrent class 
models planned for procurement. 

In addition, Admiral Russell, Chief of Bureau of Aeronautics, is ex- 
ploring other avenues in this regard which may produce beneficial 
results. 

Mr. SHEPPARD. I appreciate your statement. 

I do believe, gentlemen, in order to have the picture clarified, either 
for the record or for the benefit of the committee, it would be a simple 
matter to give us first the total number of planes in the possession of 
the Navy, and then classify those as to their respective operational 
abilities. : 

Why? Obviously, if you had 10,000 planes that doesn’t mean you 
have 10,000 planes that are ready to go to combat tomorrow or to be 
in supporting categories to combat operations tomorrow, does it? 

Admiral Comps. That is right, sir. 

Mr. Suepparp. If you give us a recap and provide it to the clerk of 
the committee or for the record as you think best. 

Admiral Coss. It would be well to keep that off the record because 
it gives our whole picture. 

Mr. SHepparp. Very well. 

Admiral Comps. We will supply you that information, sir. 
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Mr. SHepparp. With reference to project 1—-A, I wish you would 
take page C~1 and take each of these models, and give me: 

One, the price now compared with prior year prices. That is the 
first question I want answered. 

Have you that answer available? 

Admiral Russetu. We have it available, sir. 

May I make some general remarks to this table and point out just 
a few things concerning it? 

This should be off the record. 

Mr. Suepparp. Off the record. 

(Discussion held off the record.) 


STATUS OF PROCUREMENT CONTRACTS 


Mr. Suepparp. I want to discuss the status of each of your major 
procurement contracts to include the following factors: 

I have a series of questions I want you to answer one at a time. 

The plane, its mission, and where it is being constructed. 

Admiral Russe. Off the record. 

(Discussion held off the record.) 

Mr. SuepparD. For 1955 and 1956, you have the first question and 
that is already under discussion. 

The second question, the type of contract under which it is being 
constructed, especially as to Government or contractor furnished 
equipment. 

No. 3, present status of the construction. 

No. 4, delivery dates compared to the original and last year. 

Admiral Russeuu. Off the record. 

(Discussion held off the record.) 

Mr. SHepparp. Let me add to my question as follows. No. 5, 
any repricing or major changes that have taken place since the 
inception of the contractor subsequent to notification of this committee 
and, 6, the firmness of the design of the airplane and major compon- 
ents as well as firmness of the desired performance. 

(Discussion off the record.) 


ADVANCED AIRCRAFT COMPONENT PROCUREMENT 
PILOT LINE PRODUCTION 


Mr. SuHepparp. All right, gentlemen, we will pick up _ project 
1-B. On page 11, under the pilot line production you state: 

To provide a manufacturing data package including specifications and drawings 
to facilitate advertised in lieu of negotiated procurement and the establishment 
of additional follow-on production sources when necessary. 

How successful have you been in attaining these objectives? 

Admiral Russevu. The question is as to the success of the produc- 
tion package in getting bids. We have a specific example in the 
case of certain electronic equipment. The production package has 
been designed and it will permit us to go out and get competitive 
bids on it. 

Captain SHELDON Brown. We have the APA-69, which is the 
first result of the pilot line program. We have a production data 
package. It is now on display up at Johnsville. It consiscs of 
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eight boards showing all the parts, nomenclature, stock numbers, 
technical information; and we are very pleased with it. 


REPLACEMENT AND REPAIR OF MACHINE TOOLS 


Mr. Suepparp. Last year the Navy initiated a phased program 
for replacement and repair of machine tools. The second increment 
is requested this year to the extent of $6 million. What is the status 
and total cost of this program, if you can tell us? 

Admiral Russe. It is a 10-year replacement program, Mr. Chair- 
man, for $60 million worth of Government tools. 

The $6 million for fiscal year 1956 is now being placed on firm con-. 
tracts as would be the $6 million which we request in this budget, sir. 

This program is for replacement as you know of World War II 
tools which are used in production processes at the present time or 
standing by for that. 

As of June 30, 1954, the Bureau of Aeronautics had an investment 
of $60 million. Before this 10-year program is finished there will be 
other needed replacements. Actually, the replacement of worn-out 
and obsolete machine tools and equipment will never be finished as 
long as the Government owns such capital assets. Although we have 
our 10-year program now we would conceive this being carried on into 
future years. Of course, it is essential that these tools be kept up to 
standard. Otherwise their usefulness gets less and less as the years 
go by. 

Mr. Suepparp. In the category of tools you are referring to, as I 
recall it there are two segments. In other words, you have in some 
instances tools stored on places that are being operated under contract 
or lease, and then you have tools that are being used by the contractor; 
is that not true? 

Admiral Russetu. That is correct, sir. 

Mr. SuepparD. In both instances the tools in storage have to be 
kept in storageability and where used they have to be in replaceability 
when worn? 

Admiral Russeuu. That is right. 

Mr. SuepparD. There are two highly classified projects in this item 
and I would like to have the nature of each of these projects and total 
cost of each and their relation to similar work being done by the Air 
Force. You can answer either off or on the record because of the 
classified projects. 

Admiral Russe.u. I should like to answer off the record. 

Mr. SHepparp. All right. 

(Discussion off the record.) 

Mr. SHEPPARD. How do you draw the line of demarcation between 
funds expended on research and development in this activity and 
funds in the regular research and development appropriation item? 

Admiral Russe.u. Bureau of Aeronautics has always tried to keep 
cost of general purpose capital equipment out of research and develop- 
ment activity. General purpose capital equipment is defined in this 
case as those items that can be used for more than one purpose. In 
the case of minor items that cannot be used except upon the research 
and development product, the costs are included in the research and 
development funds. 
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In other words, where the items will be used on production work at 
a future time this activity of which we are speaking finances the costs 
thereof. 


TESTING TURBOJET ENGINES IN VERTICAL POSITIONS 


Mr. SuepparD. Facilities are requested for testing turbojet engines 
in vertical positions due to “advent of vertical take-off aircraft.” I 
would like to have you give us the status of this phase of operation, 
types of facilities you used in the past and those you are going to need 
in the new aspects of it, please. 

Admiral Russeuu. Off the record. 

(Discussion off the record.) 


FACILITIES TO TEST PERFORMANCE OF JET AIRCRAFT ON THE WEST 
COAST 


Mr. SHEPPARD. I note $6 million is requested to provide testing 
facilities to test performance of jet aircraft on the west coast. These 
facilities consist of a hangar, aircraft-parking areas, and certain utili- 
ties at the Air Force flight-test facilities at Palmdale, Calif. How do 
we find it inhere? 1 thought it was generally in the category of public 
works. Why are you putting them in here and what is your legal 
authority for having them here? 

Admiral Russetu. Facilities to be operated by contractors are 
requested under this activity rather than public works. Public works 
contains facilities to be operated by the Government at our naval 
air stations. 

The location of the facility was changed on the basis of having room 
for these facilities at Palmdale. You will remember at one time we 
considered a separate location for these. According to the under- 
standing of the Navy the contractor would operate such facilities, but 
the facilities would be located at the Air Force base at Palmdale. 
The legal authority for such action in the past has been in the appro- 
priation language of your authorization, sir. These are industrial 
facilities for an industrial purpose, as against Government facilities 
for the operation of the Navy. They have regularly been placed in 
this portion of the budget, sir. 

Mr. SHEPPARD. It is contemplated under that procedure that you 
are going to supply the physical facilities and then they are to be 
operated by an independent contractor? 

Admiral Russe... Yes, sir. 

Mr. SHepparpD. I am glad to see you in this instance and parallel 
instances get away from population with this operation. We do not 
want any more operations such as we have in South Los Angeles where 
we have to pick them up and take them out and get them out any 
other way. It is costing a lot in this appropriation over what nor- 
mally would be required. Am I right in that or wrong? 

Admiral Russeuu. You are right, sir. 

Mr. SuepparD. What are we going to do about it? How much 
more money are you going to apply in that general area for expansion 
programs on that particular operation? 

Admiral Russe.u. In the Los Angeles area, sir? 
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Mr. SHepparp. Yes. I am talking about that plant down there. 
[It was once inactivated and we brought it back. It is operated by 
Douglas. 

Admiral Russeiu. The Torrance plant and El Segundo. 

Mr. SHEPPARD. In other words, we do our production at Torrance 
and then do our best to get them down to El Segundo? 

Admiral Russe... Yes, sir. 

Mr. SHEPPARD. Very unsatisfactory operation. How much further 
are we going with it and are we contemplating putting any additional 
investment in that property? 

Admiral Russe... We have no plan to the best of my knowledge for 
expansion at Torrance. As a matter of fact, we have, I think, leveled 
off. You understand, this was a spillover emergency requirement. 
[t had to be done to meet the peak requirement at the time of the 
Korean activities but we do not have a plan for expansion in that 
location, sir. 

Mr. SHepparpD. Mr. Wigglesworth? 


SPARES AND SPARE PARTS IN INVENTORY 


Mr. WiGGLEswortH. One question, Mr. Chairman. 

On page 510 of last year’s hearings you gave us a table entitled 
‘“‘Analysis of Spares and Spare Parts in Inventory.” I would like to 
have that brought up to date by adding the estimated figures as of 
July 1, 1957. 

Incidentally, the estimated figures as of July 1, 1956—— 

Admiral Russreutu. We can supply those figures for the record. I 
can give you a general impression, | believe. 

Mr. Wiacuieswortu. If you will please. 

(The information requested is as follows:) 


Analysis of spares and spare parts inventory 





7 
| 


| Fiscal year 1955 Fiscal year 1956 | Fiscal year 1957 
| 





On hand end of year__...........-...-.-.---------.--.--| $1, 986, 700, 000 | $2, 146,800,000 | $1,976, 800, 000 


Om Ger OE OF FONE. cnccwcccwcesnecsanacsic canctetitne | 414, 100, 000 | 416, 000, 000 | 426, 100, 000 


EODIINS GQ FUE oc cance cetistlvadddecssicsiss eae aee | 628, 700, 000 698, 400, 000 727, 900, 000 


The figures shown in the table as of July 1, 1956, showed $1.9 
billion on hand and about a half billion on order and $638 million 
issued. That is a ratio for those on hand and issued of over 3 to 1 
and a ratio, if we add together the on hand and on order, of about 4 to 1. 

Are not those ratios excessive? 

Admiral Russet,. Mr. Wigglesworth, we do not feel that these 
figures are excessive, but I would point to the fact that we are actively 
engaged in improving as we can our spare parts situation. It is one 
thing to have too many spare parts on hand, but it is equally bad to 
have a shortage of spare parts in the field because an aircraft which 
cannot be flown for lack of a spare is no good to us when we are oper- 
ating. It is an area in which good judgment is required and in this 
case, sir, I think the figures are not too much out of line. 

Mr. WiGcGLeswortTu. I notice the issues as of July 1, 1954, were 
$429 million plus; July 1, 1955, $541 million plus; and July 1, 1956, 
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$638 million plus. Why do we need $1.9 billion on hand and $510 
million on order against that experience in terms of issue? 

Admiral Russevu. The actual figures, as of the 24th of February 
this year, would show that these issues have gone up and I have 

Mr. WicGLeswortH. What were they? 

Admiral Russetu. For fiscal year 1955, issues were $628,700,000. 

Mr. WiccLeswortnH. As of what date? 

Admiral Russeuu. This is for the fiscal year 1955, an actual figure 
compiled as of February this year, sir. Our estimate for the end of the 
current fiscal vear, 1956, would be $698,400,000, and we project for 
fiscal year 1957, sir, $727,900, 000. 

Mr. WicGLeswortH. Even so, why do we need $1.9 billion on 
hand and $510 million on order in the light of the issue figures? 

Admiral Russety. May I say this, Mr. Wigglesworth: When we 
have airplanes in inventory, if they are to be any good to us we must 
have these backed up by spares. 

Mr. WicGLesworrtu. I realize that. 

Admiral Russet, So this really accounts for the major oben of 
the one hand at the end of the year versus the issues during the year. 
It is, you might say, a reserve. 

Mr. WicGLeswortu. I realize that, but of course the question I 
am raising is how big a reserve we need, and whether we have too big 
a reserve. 

Admiral Russetx. I understand, sir. We believe that we are not 
too badly off in this area. I do not think that this service is too great 
for the purpose. We are abeds every effort to reduce it, but T am 
convinced we need this overhead to carr y on the support of the air- 
planes in service and to have a proper reserve. 

Mr. Wiaaieswortu. Do we need a reserve of 300 to 400 percent in 
terms of issues to be safe? 

Admiral Russety. This has been our experience, but I would point 
out, if our estimate for 1957 is correct, that our ratio is improving. 

Mr. WiaeLeswortH. What are the figures for 1957? 

Admiral Russe.u. Roughly, $700 million versus $1,900 million. 

Mr. WiaeLeswortH. How much on order? 

Admiral Russevu. On order is $426 million, sir. 

Mr. WieGieswortH. That is all, Mr. Chairman. 

Mr. Osrertac. Admiral, in discussing this subject of spares and 
spare parts, what would be the inventory in this whole aircraft procure- 
ment program of spare parts for which you have no use, by virtue of 
aircraft, itself, being outmoded? In other words, do you have a 
surplus of spares and spare parts beyond their ultimate use? 

Admiral Russetu. Mr. Ostertag, we do have. Our analysis shows 
we have an amount of about $500 million worth of stock which should 
be disposed of shortly. 

Mr. OsrrertaGc. That is the result of lack of proper coordination in 
the procurement of spares and spare parts with aircraft? 





REASONS FOR EXCESS INVENTORY 


Captain Hirscu. It very definitely is not, sir. As you recognize, 
as the older airplanes live out their useful life, there are associated 
with them—and these are still in our inventory to the amount of 
$500 million—those parts that were bought to support them and many 
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of which have been used over and over again in order to support them, 
such as wings, landing gear and other assemblies. 

At the time these aircraft have served out their operational life and 
the aircraft are retired, these spare parts are no longer of any use. 

As the program phases out with the phasing out of the airframes 
themselves, there are the large quantities of spare engines that were 
bought to support them and spare parts, which have been used over 
and over again during the 8 or 10 years operating life of the airplanes, 
and this is the bulk of the material. 

In addition to this, in procuring spare parts you cannot be as 
precise as you would like to be. On occasion usage does not come up 
quite to expectation, but more often technical changes make it 
necessary to stop using a particular part, and buy another part that 
will give you greater operational and combat effectiveness; so that 
throughout the life of the airplane there are parts that become obso- 
lescent and have to be replaced with new to maintain the technical 
improvement of the airplane. All this has a bearing on the fact that 
you do develop in the system, spare parts that are no longer needed 
to support the program. 

Mr. Osrertac. On the face of it, recognizing as you do that you 
have a half billion dollars worth of spares and spare parts which are 
obsolescent, it seems to me there has been a lack of proper determina- 
tion as to ultimate changes and ultimate needs and possible life of 
aircraft. 

Admiral Russe.u. Mr. Ostertag, I understand the concern over 
this, but the spare parts business is one which is a very critical thing, 
extremely critical. During the latter phases of the war, the Japanese 
had a great air force on the ground in the Philippines because they 
had no spare parts for their airplanes. 

We must support these airplanes over a period of years and this 
period of years is 4, 6, 8 years. This is why we have this inventory. 

I would also like to point out that we carry this inventory at the 
price we paid for the article when it was new. It goes in, it gets 
overhauled as a part and goes back on the shelf, but still it is carried 
at new value, what we paid for it, its cost. 

So all this tends to make this situation look out of proportion and 
I realize your concern, sir, with it, but I would like to assure you, sir, 
this is under very active inv estigation, and we are charged an only 
with economy jn this area but also with the adequacy “of it, and I 
believe we have struck a reasonable balance in this bibaletleni. 

A case jn point now is the stratification of this and the fact that 
we can point out saying these are becoming obsolescent. These articles 
may be 4, 6, 8 years old, and they are carried at their cost price. Some 
of them have been used and repaired, but still they are at cost price. 

It does look a little out of proportion on the first glance, but if we 
went very thoroughly into this, I think you would find that these 
things are all within reason, sir, and necessary. 

Mr. OsrertaG. I want to say, though, that no one regards the 
spares and spare parts program as being unimportant. It is not a 
question of the importance of the spares to the whole program. It is 
just a matter of proper balancing of your requirements in relation to 
these developments and to the life and use of these various instru- 
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ments. It does not just apply to aircraft. I think it applies to all 
instruments and facilities of the Navy and the defense organization. 
Admiral Russe.u. Yes, sir. 
Mr. Ostertaa. That is all. 


GvuIDED MiIssILE AND TARGET DRONE PROCUREMENT 


Budget activity No. 2—Guided missile and target drone procurement 


Increase (+) 





or de- 
| crease (—), 
No. Project 1955 actual 1956 estimate 1957 estimate | difference 
1957 com- 
| pared with 
| 1956 
| 
2A | Guided missile procurement. --.- $56, 039, 971 $154, 972, 592 $157, 389,000 | -+$2, 416, 408 
2B | Target drone procurement.._----- 7, 824, 415 16, 670, 338 5, 944,000 | —10, 726, 338 
2C | Guided missile plant facilities _ _ _- 0 5, 990, 257 0} —85, 990, 257 
2D | Missile and drone test and han- | 
dling equipment bai cbe a 7, 859, 317 6, 113, 000 9, 424, 000 +3, 311, 000 
Total obligations payable 
from appropriated funds_- 71, 723, 703 183, 746, 187 172, 757,000 | —10, 989, 187 





The basic objective of this activity is to provide guided missiles and target 
drones and their ancillary equipment in quantities sufficient to support the opera- 
tional requirements of authorized naval forces and to provide for the systematic 
progression of newly developed missiles and drones to full production. Sub- 
stantial progress in missile development, particularly in the categories of guidance 
systems, propulsion units and the adaptation of nuclear warheads has greatly 
enhanced their applicability as superior weapons of war. The Chief of Naval 
Operations has accordingly placed the highest priority on attainment of full 
missile capability within fleet aviation units. 

There are four basic categories of guided missiles used in naval warfare, those 
which are (1) air launched against air targets; (2) air launched against surface 
targets; (3) ship launched against surface targets; and (4) ship launched against 
air targets. Quantity production of one air-to-air and one ship-to-surface model 
for fleet service use has previously been initiated; personnel training programs 
have been established; fleet combat squadrons and logistic support units are 
being outfitted; and service training programs are now underway in the fleet. 
Thus, substantial progress has been made in providing the fleet with an air-to-air 
missile that improves the mobility of carrier task forces by effective defense 
against enemy air attacks and with a ship-to-surface missile which allows long 
distance, nuclear warheaded missile attacks against heavily defended ship or 
shore based targets with a minimum loss of our personnel. 

Mr. Suepparp. We will take up the next budget activity on page 
15 of your justifications, guided missile and target drone procurement, 
wherein it is reflected your actual appropriation for 1955 was 
$71,723,703; your estimated in 1956 is $183,746,187, and your pro- 
jected estimate for 1957 is $172,757,000. This reflects a reduction 
in this field of operation of $10,989,187. 

I wish you would give us a general statement covering these opera- 
tions. 

Suppose we touch on this explanatory concept, status of missiles 
now in production as well as those being tested, and ability of fleet 
to use missiles at the presenti time and anticipated in 1957 


GENERAL STATEMENT 


Admiral Russe._u. Our requirements stem from operational re- 
quirements and we have Rear Admiral Clark here, who heads the 
Guided Missile Division on the staff of the Chief of Naval Operations 
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to describe for you the general requirements and status of the guided- 
missile program. 

Admiral Ciarx. Did you want this in terms of program or actual 
numbers, sir? 

Mr. SHEPPARD. The statement I want from you is a general table 
that can go into the record. Now you can produce your statement 
which I assume will be an off-the-record category; is that correct? 

Admiral Ciark. That would be my desire. 

Mr. SHepparp. Very well. Make your statement off the record. 

(Discussion off the record.) 


PROGRAMED PROCUREMENT OF SERVICE AND EVALUATION MISSILES 


Mr. SHepparp. At this point, we will insert page 18 of the justifi- 
cations. 
(The matter above referred to is as follows:) 
Programed procurement of evaluation and service missiles under the fiscal 
year 1957 program is analyzed by missile class in the following table: 
Service missiles: 
OE i. ki st, eieatk lacked xnldwatehees ewe Acie aa 346, 000 
Ship-to-surface____..._.---- Siaiasinhiae bose ocatieiaedibiidiamth a , 165, 000 


tivden ed _ 483, , 51, 000 


Total, service missiles _ _- ees wos eh 3. 

Evaluation missiles: 
i a ceaetaei iii tial emanated ourimewieiads 26, 518, 400 

Rice ieat tain ait bie untatian a a a 7, 807, 600 


SC eas insti scans clans 59, 202, 000 


Bs0id ee weuoeaNedslesl ~cckas 93, 528, 000 


Total fiscal year 1957 guided missile procurement program - 167, 039, 000 
Less assets available from prior year programs__.__.._._______- mn 21, 823, 000 


Fiseal year 1957 appropriation request for guided missile 
INO i i se oo he NT. Shine: tala iw nnn crew ng 145, 216, 000 
Add obligations ag: 1inst funds appropri: ated in prior “years Veneer 30, 278, 900 
Less obligations to be incurred in subsequent years____________- — 18, 105, 900 


Total obligations payable from appropriated funds in fiscal 
vear 1957 i aad ae tai ak 157, 389, 000 


ASSETS AVAILABLE FROM PRIOR YEAR PROGRAMS 


Mr. SHEPPARD. Reflected on page 18 I find considerable fiscal data, 
and I want to ask you how firm is the $21,836,000 shown as assets 
available from prior year programs? 

Admiral Russetu. This is as firm, sir, as something which will 
happen at the end of the fiscal year can be. 

Mr. SHEPPARD. Ww hat is the need for the $18 million for obligation 
in subsequent vears? 

Admiral Russetu. That is for engineering changes forecast and for 
spare parts for missiles that are involved. 


MISSILE AND DRONE TEST AND HANDLING EQUIPMENT 


Mr. Suepparp. Under project 2D, what is the reason for over $3 
million increase in this activity over last year? 
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Admiral Russet. This increase of roughly $3 million is to fund 
test and handling equipment for the greater number of missiles which 
are actually being introduced to the fleet. 

Mr. SHepparp. I notice you request no funds this year for guided 
missile plant facilities. Do I interpret this as meaning that your need 
has been supplied, or that you have all of the fac ilities necessary for 
proper continuity? 

Admiral Russetu. At the moment that is true. We do not know 
about future years at this time. 

Mr. SHepparD. Are there any questions? 

Mr. WicGieswortH. Does this page 18 indicate that we are con- 
tinuing evaluation studies as to types of missiles which we have in 
produc tion, or are they different models? 

Admiral Russeuy. T hese are specifically for those guided missiles 
which are coming into service, sir. In some cases the evaluation goes 
forward on some of the older missiles also. 

(Discussion off the record.) 

Mr. Ostertac. Either on or off the record, Admiral Russell, under 
project 2B ‘Target drone procurement” [ note there is a substantial 
reduction in your requirements for fiscal year 1957. What generally 
is the reason for that? 

Admiral Russet. I have two principal reasons for the reduction 
requirement in this areé 

(Discussion off the record.) 


PROGRAM COORDINATION 


Mr. OsterTAG. Reference has been made to two programs involving 
missiles in the Navy, one under the Bureau of Aeronautics and I 
believe the other is under Ordnance. Is that correct? 

Admiral Russe.tu. That is correct; yes, sir. 

Mr. Ostertac. Why is there that difference in jurisdiction of the 
missile program? 

Admiral Russrextu. The jurisdiction lies with the Chief of Naval 
Operations, and the job is to translate it to that bureau which can best 
perform the task. In general, we are all involved in the assemblies of 
the airplane. In the area where aerodynamic features are involved 
in the adaptation of the missile to the vehicle which carries the missile, 
the task would normally be assigned to the Bureau of Aeronautics. 
The Bureau of Ordnance is in the antiaircraft business of firing from 
shipboard and they have there two missiles, the Terrier and the Talos 
in this period. But there is no hard and fast rule. The job is assigned 
by the Chief of Naval Operations to whichever Bureau he feels can 
best fulfill the bill and in practically every case three Bureaus are 
involved; not just two—Ordnance; Ships because these things have 
to be carried aboard ship, and Aeronautics. 

Admiral Comps. There is no overlapping on these things. They 
are for different missions and different kinds of missiles. 

Mr. OstertaG. But the activities in the missile field as in others are 
coordinated within the Navy so that there is no conflict of jurisdiction 
or duplication of effort? 

Admiral Russe.u. That is correct; that is, in the Office of the Chief 
of Naval Operations. 
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Mr. Ostertac. And in the office of Admiral Clark; is that true? 

Admiral CLtark. We go further than that. We not only resolve 
and eliminate conflicts within the Navy, but have that same job with 
the other services. 

Mr. Ostertac. Where do we see what the overall missile program 
is in the Navy? How do we determine that? 

Admiral Cuiarkx. I cannot give it to you right now; but if I could 
restrict my comments to the Bureau of Aeronauties—— 

Mr. Osrertac. I did not mean to inquire about a subject that 
is not pertinent to this discussion—— 

Admiral Coomprs. It will be in three fields; the Bureaus of Aero- 
nautics and Ordnance will have some of it and the Bureau of Ships 
will have some of it. And the whole effort will be the total of all 
three of those. 

Mr. OstertaG. We review these programs separately, but at no 
time do we see the overall program of the Navy. It would seem to 
me that it might be helpful if at some point during our hearings on 
the Navy’s budget we could see what the overall picture looked like. 

Let me ask one other question, either on or off the record. The 
Navy is not involved in any way, shape, or form in the ballistic- 
missiles program; is that correct? 

Admiral Russe. Yes. 

(Discussion off the record.) 


ADEQUACY OF GUIDED MISSILE AND DRONE FUNDS 


Mr. Ostrertac. Admiral Russell, as I understand the amount re- 
quested in the budget justification provides for an estimated amount 
for 1957 of $157,389,000 for the guided-missile procurement program. 
Is that as much as you can reasonably use for this next year? I 
know that is a substantial increase of about $100 million over 1955, 
but only $2.5 million increase over fiscal 1956. Does that indicate 
you are moving along rapidly, or does that mean you are more or less 
leveling off? 

Admiral Russetu. No, sir. This means generally that we are 
meeting our current requirements and our progress is in phase with 
those requirements as passed on to us from the Chief of Naval Opera- 
tions, and I believe it is a well-balanced program. 

Mr. OstrertTAG. Do you feel that you are making sufficient progress 
and this budget request meets your requirements? 

Admiral Russe.u. That is right, sir. I would point out that the 
programs we have had in this field are bearing fruit. We now have 
two missiles which are very actively handled in the Fleet. 

Admiral Comps. I would like to add for the record that in all 
probability, on the Target Drone procurement, we may have to 
increase our request next year. We have dropped from 1956 
$16,670,000 down to $5,900,000 in 1957. In all probability we will 
have to request an additional amount next year. 
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TRAINING EQuIPMENT 


Budget activity No. 3—Training equipment 


| 
| Increase (+) 


} | or de- 
| | crease (—), 
| 1955 actual | 1956 estimate | 1947 estimate! difference 
‘ 1957 com- 

| pared with 
| j 1956 


Description of activity content 


Training equipment eas mith coinsnen nin ween ey $21, 936, 127 $14, 169, 000 —$7, 767, 127 


From year to year aircraft and their component equipments become more 
complex as operational and performance characteristics are increased. To meet 
the need for safe, reliable and economical training in the operation and mainte- 
nance of equipment systems associated with naval aircraft, realistic and accurate 
training devices must be available in adequate quantities. The devices funded 
under this activity are much less expensive to operate than regular service equip- 
ment and in addition they simulate realistic situations which are too dangerous 
to duplicate in actual flight but are essential for teaching emergency procedures. 
As an example of the economy stemming from use of synthetie training devices, 
it has been estimated that it costs $550 per hour to operate a heavy transport 
whereas the cost of operating the comparable simulator is only $40. 

Purpose and scope of work.—This activity finances the procurement costs of 
special synthetic trainers associated with specific aircraft models as well as 
training devices having more general application. The special trainers are of 
two functional types, operational flights and procedure trainers for instruction 
of pilots and crew members in the operation of the aircraft or its installed equip- 
ment and mobile maintenance trainers for instruction of personnel engaged in 
maintaining and servicing aircraft. The general training aids funded under this 
activity consist of such aids as jet instrument trainers, aerial gunnery trainers 
and devices for instruction in radar operation as well as miscellaneous visual 
aids, terrain maps and other minor items. 


Mr. SHEPPARD. The next budget activity No. 3, training equip- 
ment is reflected on page 22 of the justifications. 

This is an activity this comimittee has been familiar with for a long 
time. I see your actual in 1955 was $16,321,862, your estimate for 
1956 was $21,936,127, and your 1957 estimate is reflected as being 
$14,169,000. This shows a decrease of $7,767,127. Give me a very 
brief explanation as to the decrease, because J have always been under 
the impression that your training equipment was a very definite 
requirement. 

What has happened in this field of activity? 

Admiral Russevu. Training equipment under this specific activity 
is directly related to the numbers and types of aircraft being procured 
under budget activity No. 1—procurement of aircraft. The 1957 
estimate which is presented here is in balance with that aircraft pro- 
curement in the way of numbers of types and in total number. 


AIRCRAFT MODERNIZATION 


Budget activity No. 4—Aircraft modernization 


Increase (+) 
or de- 
| crease (—), 
Description of activity content | 1955 actual | 1956 estimate 1957estimate| difference 
1957 com- 
pared with 
1956 


Modernization of service aircraft. _-..- $18, 665, 398 $76, 678, 162 $37, 002,000 | —$39, 676, 162 
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Combat and operational experience dictate a need for improving the capabilities 
of naval aircraft in order better to meet important operational missions or to 
increase safety of flight. Wherever practicable, without seriously interrupting 
delivery schedules, needed improvements are incorporated during the production 
of new aircraft to overcome known deficiencies. Not all required improvements, 
however, can be handled by means of changing specifications on new production 
aircraft. Modification or conversion of in-service aircraft must also be undertaken 
to correct deficiencies and enable them to operate with new aircraft coming off 
the production line and to equip them more adequately for the combat missions 
demanded by modern military tactics. 

This budget activity covers the contract costs of converting aircraft already 
in use to specialized configurations; of modifying such aircraft, without basic 
configuration change, by the installation of improved components and of modify- 
ing already installed equipments to increase their capability and reliability. 
Rapid technical advances in equipment and tactics of potential enemy countries 
continually render current equipment and configurations unacceptable from a 
standpoint of military effectiveness, thus requiring a continuing program of 
modification and conversion. 

Mr. Suepparp. If there are no questions, we will pick up the next 
budget activity, No. 4, “Aircraft modernization.” 

I see your actual for 1955 was $18, 665,398; your 1956 estimate was 
$76,678,162, and your estimate contemplated for 1957 is $37,002,000. 


This makes a differential or reduction of $39,676,162. 


REDUCTION IN THE ESTIMATE 


What is the reason for the reduction, and give me a brief statement 
on that. 

Admiral Russe.zt. The net decrease in fiscal 1957 obligations 
which we request here is due primarily to the large reduction in 
planned modernization of electronic components in 1957 as compared 
to 1956, and to completion in 1956 of two extensive engine moderniza- 
tion programs. In other words, we have accomplished the major 
pieces of work in the current year, which accounts for our reduction 
for next year. 

Mr. Suepparp. This activity finances the cost of installation change 
kits normally carried under ‘Aircraft and facilities.” Why was this 
change made, especially since it involves a change from a 1-year fund 
to a no-year fund? 

Admiral Russe.v. ‘Installation change kits’ are. now budgeted 
under this activity, together-with major equipment being installed 
in major aircraft. This method of budgeting not only contains all 
of the program cost of the aircraft end item, but also the material 
to install the end item in the aircraft. The kit equipment is programed 
in the year in which it is available for installation. Any reduction in 
the major equipment would also be reflected in the demand phase in 
the kit program. Including the material for installation of the end 
item in the annual appropriation made it difficult to coordinate the 
kit requirement with the availability of the end item. Here we have 
placed related things together. 

Mr. SuHepparp. In other words, what you want to do is to stretch 
this operation out on the same method you are stretching the ship 
program, comparatively speaking? 

Admiral Russeu. Yes, sir. 








438 


STATUS OF PROGRAM 


Mr. SHepparp. Your estimated obligations in 1957 are $37,002,000. 
Of this amount, $17,510,000 will be obligated against previously 
appropriated funds during 1957. Therefore you are requesting 
$19,492,000 of new obligation authority for fiscal year 1957. 

With respect, first, to the 1956 program, will you tell the committee 
the reason for this lag i in the program and whether or not the develop- 
ment problems you refer to in the justifications have been solved? 

What is the status of the items you desire to procure in 1957 with 
the new obligational authority you are requesting? 

Admiral Russeti. The development problems referred to in the 
justification were those of generating technical data before under- 
taking procurement. Of the $17.5 million previously appropriated 
funds, $7.7 million represents TACAN, which was temporarily re- 
viewed; at least a portion of the program was temporarily reviewed 
to combine it with congressional reevaluation; $3.3 million represents 
partial procurement for two equipments, an ARC-38 transreceiver, 
and an ASA—13 computer, which were held up pending manufacturers’ 
drawings and statistical technical data to establish second sources 
aid therefore obtain competitive prices in this field; $2.5 million repre- 

sents spare-parts requirements for equipment under contract, for which 
specific price orders were not available to be recorded as obligations 
under the definition of section 1311. 

Mr. SHepparp. On page 27 of the justifications, you show requests 
in excess of $11 million for improving electronic detection devices for 
antisubmarine warfare. What is the nature of these devices and 
how does the 1957 program relate to the overall foreseeable need? 

(Discussion off the record.) 

Mr. SHepparb. Taking into consideration all of the appurtenances 
to which you have referred in the detection category, what is the 
present depth limitation? 

(Discussion off the record.) 

Mr. SHepparp. Are there questions pertaining to this activity? 

Mr. Norretu. I just wonder, if we have another war, what the old 
foot soldier will have to do. 

Admiral Comps. He will have plenty to do. I believe the foot 
soldier is going to have a lot to do; because we are gearing our job to 
giving him logistic support wherever he may be. 

Mr. Norretu. May I say I think you are doing a marvelous job. 

Admiral Comss. Thank you, sir. 

Mr. Ostertac. Admiral, under this budget activity No. 4, ‘Air- 
craft modernization,” am I correct when I say that this budget item 
is strictly and clearly for the modernizing and improving and servicing 
of existing aircraft? In other words, bringing it up to date with new 
instruments of one kind and another? That is the general program 
involved in this, is it not? 

Admiral Russevyi. That is correct; ves, sir. 
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GROUND ELECTRONIC AND Detection EQuIPMENT 


Budget activity No. 5—Ground electronic and detection equipment 


| Increase (+) 

or de- 

crease (—), 

No. | Project | 1955 actual | 1956 estimate | 1957 estimate difference 
| 1957 com- 

| | |. pared with 

| 1956 

1 


5A | Ground electronics $14, 588, 820 | $21, 061, 477 | $26, 624, 000 +$5, 562, 523 
5B | Technical antisubmarine materiel 4,910, 779 | 14, 829, 000 | 700, 000 — 14, 129, 000 


Total obligations payable 
from appropriation funds 19, 499, 599 


35, 890, 477 | 27, 324, 000 8. 566, 477 





Safe and successful air operations require the reliable functioning of a network 
of electronic devices installed at naval aviation shore stations. This electronic 
network which is indispensable to the operation of modern aircraft, consists of 
air-to-ground communication systems, radio ranges, radar air-traffic-control sys- 
tems, tactical air-navigation systems and other radar aids to navigation. This 
budget activity finances the electronic equipment installed on the ground as dis- 
tinguished from related electronic equipment installed in the aircraft. Airborne 
electronic equipment which is an integral part of the aircraft is funded under the 
aircraft procurement activity. In addition to ground electronic equipment for 
controlling flight operations, this budget activity provides consumable electronic 
devices for detecting and tracking submarines and consumable materials for 
jamming radars. 

Requirements of high-speed aircraft and the military necessity for having 
optimum submarine detection capability demand that communication, naviga- 
ion, and detection equipment to support Navy air operations be maintained in a 
reasonable state of modernization. Planned modernization programs are being 
accomplished on a phased basis and provision is made for their continuation in 
the 1957 estimate. 

Mr. SHepparp. We will pick up budget activity No. 5 “Ground 
electronic and detection equipment” reflected on page 31 of the 
justifications. I note your actual for 1955 was $19,499,599; vour esti- 
mate in 1956 was $35,890,477, and in 1957 you are requesting $27,- 
324,000. This reflects a reduction in this program of $8,566,477. 

With reference to the table reflected on page 33, I wish you would 
give me a brief statement on each requirement shown here, with an 
explanation of the change from fiscal year 1956 and the nature of the 
obligations to be incurred in subsequent years. 

Admiral Russe.u. The table on page 33 breaks down programwise 
the obligations for 1955, 1956, and 1957 to arrive not only at a compar- 
ison but the appropriation request which is, roughly, $26.6 million 
under “‘Ground electronics.”” The change from the prior year, which 
amounts to about $5 million, stems primarily from ground-instru- 
mentation requirements reflecting an increased tempo of missile evalu- 
ation and the test programs associated with longer range weapons. 

It reflects also an extension of the instrumentation for air-traffic 
control and for electronic-scoring devices to improve the proficiency 
of our air-to-surface activity. 

Mr. Suepparp. Under funds requested for the second increment, 
“Phased procurement of runway communication facilities,” what is 
the total cost and the contemplated funding in this program? 

Admiral Russet. I will have to supply that for the record. 

(The information requested is as follows:) 
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One hundred and twenty-four runway control vehicles are planned for procure- 
ment by the Bureau of Aeronautics over a 3-year period. The total cost of this 
program will be about $2,232,000. Thirty-six are under procurement for fiscal 
year 1956. Eighty-seven are planned for fiscal year 1957. One is on hand. 

Mr. SHepparp. Funds are requested for the second increment to 
replace World War II vintage radars. What is the total cost and 
contemplated funding in that program? 

Mr. Mepuin. The total requirement is for 11 equipments at a total 
cost of $10 million. Five are funded in 1956. The 1957 funding 
requested here is for six, which completes the program. 


Tuurspay, Marcu 8, 1956. 
AIRCRAFT AND FACILITIES, NAVY 
WITNESSES 


VADM THOMAS S. COMBS, USN, DEPUTY CHIEF OF NAVAL OPERA- 


TIONS (AIR) 
BUREAU OF AERONAUTICS 


REAR ADM. JAMES 8S. RUSSELL, USN, CHIEF 

CAPT. MORRIS A. HIRSCH, USN, COMPTROLLER 

EDWIN J. LEWIS, DEPUTY COMPTROLLER 

DELYLE B. MEDLIN, ASSISTANT COMPTROLLER FOR BUDGET 

CAPT. JOHN W. DAVISON, USN, DIRECTOR, SHORE ESTABLISHMENT 
DIVISION 

CLAYTON D. JONES, HEAD, STATION OPERATIONS BRANCH, SHORE 
ESTABLISHMENTS DIVISION, BUREAU OF AERONAUTICS 

CAPT. ROBERT M. REYNOLDS, USN, DIRECTOR, MAINTENANCE 


DIVISION 
OFFICE OF THE COMPTROLLER 


HON. WILLIAM B. FRANKE, ASSISTANT SECRETARY OF THE NAVY, 
(FINANCIAL MANAGEMENT) 
REAR ADM. HAROLD P. SMITH, USN, DEPUTY COMPTROLLER 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 
-_— | - 


Program by activities: 
Direct obligations (volume of obligations for service ac- | 
count): | 


1. Flight operations, Regular Navy $177, 817, 996 | $192, 675,000 | $203, 703, 000 


2. Flight operations, Naval Reserve - - 14, 556,268 | 20,327,000 22, 030, 000 
3. Aircraft overhaul x 195, 057,732 | 213, 730, 000 220, 247, 000 
4. Station operations, Regular Navy---- ; 154, 066,337 | 178, 287,000 195, 049, 000 
5, Station operations, Naval Reserve 11, 135, 518 13, 400, 000 14, 881, 000 
6. Alteration and replacement of facilities- ..-| 33,437,347 41, 722, 000 58, 156, 000 
7. Supporting equipment, materiel and services-_- 72, 239, 745 | 86, 968, 000 91, 013, 000 

. Departmental] administration 7, 376, 824 | 8, 113, 640 8, 321, 000 


Total direct obligations. -_- 665, 687, 767 755, 222, 640 813, 400, 000 


Reimbursable obligations (volume of obligations for other | 
accounts): 








1. Flight operations, Regular Navy 12, 534, 817 19, 123, 000 16, 088, 000 
2. Flight operations, Naval Reserve 1, 035, 000 1, 691, 000 1, 421, 000 
3. Aircraft overhaul , ‘ 8, 180, 000 12, 034, 000 10, 229, 000 
4. Station operations, Regular Navy-- 1, 700, 000 5, 325, 000 7, 237, 000 
5. Station operations, Naval Reserve. 400, 000 800, 000 1, 023, 000 
6. Alteration and replacement of facilities 300, 000 200, 000 | 200, 000 
7. Supporting equipment, materiel and services -_- 2, 500, 000 2, 825, 000 400, 000 
. Departmental administration - --- 2, 000 2, 000 | 2, 000 
Total reimbursable obligations 26, 651, 817 42, 000, 000 | 36, 600, 000 
Total obligations. 692, 339, 584 797, 222, 640 | 850, 000, 000 
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Program and financing—Continued 





1955 actual 19 estima ate | 1957 estimate 








Financing: | | 
Comparative transfer to other accounts-----.-..-...-..--- $64, 740,194 | $37, 777,360 |__._-- 
Unobligated balance brought forward (anticipated reim- | 
bursements to be earned from military-assistance fund 
I  iiiitidinccabthentitE dntclinwcannceonccewssei ee ee | —2, 000, 000 — $900, 000 
Advances and reimbursements from other accounts: | | 
Reimbursements from current pom military assistance | | 
es dachewemesmmm | —8, 100,000 |_..._- Se 
SE oie ott Be inn Diino dgnwonwwnewhaccnes en —17, 876, 133 | —40, 200, 000 —35, 000, 000 
Reimbursements from non-Federal sources...._____- ‘| —675, 684 | —700, 000 —700, 000 
Future years’ anticipated reimbursements from current 
year military-assistance fund reservations. - al SR GREE lesdecaceca 
Unobligated balance carried forward (anticipated reim- 
bursements to be earned in future years from military- | 
assistance fund reservations) - - ; 2, 000, 000 900, 000 
Unobligated balance no longer available -_- _.---- ; 45, 467, 539 16, 632, 000 
Appropriation (adjusted) ...........- Ss Aa ; “775, 895, 500 | 809, 632, 000 813, 400, 000 


Note.—Reimbursements from military-assistance fund reservations in 1955 are adjusted for transactions 
to equalize military-assistance expenditures and deliveries (68 Stat. 1224). 

Reimbursements from non-Federal sources above are from proceeds of sale of utilities and related services 
(10 U. 8. C, 1269 and 63 Stat. 576), and refund of terminal leave payments (5 U. 8. C. 61b). 


Obligations by objects 


1955 actual | 1956 estimate | 1957 estimate 


Object classification 


DEPARTMENT OF THE NAVY 


Summary of personal services 


Total number of permanent positions.......................- 69, 153 | 73, 389 70, 155 
A verage number of all employees. --......................-.-- 63, 544 | o| 69, 921 | 68, 153 
Number of employees at end of year_.............---.- sili 87 s 890 68, 108 68, 153 


A verage salaries and grades: 
General schedule grades: 











II iss ibs kdeudn dibewb cocoon Secuidubecs. $4, 291 | $4, 634 $4, 632 
Average grade pee AO. ocsankuwsdnnes ate ie GS-5.6 GS-5.6 GS-6.5 
Ungraded positions: Average OL Aa ae ala $4, 149 | $4, 199 $4, 199 
Personal service obligations: 
nn. ie... A ceneaseeantiewnen sen $266, 163,010 | $297, 872, 855 $202, 945, 399 
Regular pay above 52-week base__...............---.----- 1, 042, 501 | 1, 176, 182 |....- ‘ 
PRPS BOOCO DOGG COG 66 oon cen sensctcecsese 5, 480, 830 8, 230, 553 | 7, 977, 921 
Total personal service obligations _-....................- 272, 686,341 | 307, 279, 540 300, 923, 320 
Direct obligations 
Oh - I etc icnd cctrdctinntensnnedcéndndcctccotwcee 270, 613,780 | 305, 531, 540 299, 077, 320 
eo re ta techs iu ddacasnadabincadccadorancotil 6, 409, 615 9, 109, 000 8, 988, 000 
03 ‘Transportation of things Pethindccndene é pe a Sar 8, 960, 040 10, 098, 000 10, 033, 000 
04 Communication services... ......-- a i diadachqealbanath 2. 121, 157 2, 279, 000 2, 466, 000 
05 Rents and utility services______- al 9, 663,359 | 10, 221, 000 11, 001, 000 
1% Printing and reproduction --_-- — j 2, 080, 798 | 2, 749, 000 2, 702, 000 
07 Other contractual services -_| 34,720,613 | 55, 832, 000 | 83, 686, 680 
Labor contracts with foreign governments ! Zz 3, 083, 346 4, 659, 000 | 4,819, 000 
Services performed by other agencies_- | 1, 773, 667 | 1, 800, 000 | 1, 800, 000 
08 Supplies and materials ae er 226, 597,149 | 231,830,100 | 252,812, 000 
09 Equipment-_-- 100, 891, 767 121, 873,000 | 135, 809, 000 
10 Lands and structures i = 2, 685, 536 | 3, 425, 000 4, 830, 000 
15 Taxes and assessments. ; aa 719, 788 | 623, 000 | 604, 000 
Subtotal 679, 320, 615 740, 029,640 | 818, 628, 000 
Deduct portion of foregoing obligations originally charged to 
object classes 07, 08, and 09 si oleae . 4, 780, 576 4, 972, 000 5, 393, 000 
Total direct. obligations : : 665, 540, 039 755, 057, 640 813, 235, 000 


1 Average number of persons—1955, 3,881; 1956, 5,302; 1957, 5,347. 
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Obligations by objects—Continued 


Object classification | 1955 actual | 1956 estimate | 1957 estimate 


DEPARTMENT OF THE NAVY—continued 


Obligations payable out of reimbursements 

















01 Personal services_-_ -| . $2,072,561 | $1,748, 000 $1, 846, 000 
07 Other contractual services a ae 2, 300, 000 6, 225, 000 8, 360, 000 
08 Supplies and materials : . | 21, 174, 256 32, 699, 000 25, 291, 000 
09 Equipment o- . 1, 100, 000 1, 325, 000 | 1, 100, 000 
15 Taxes and assessments - a 5, 000 3 000 3, 000 
Total obligations payable out of reimbursements ---| 26,651,817 |_ 42, 000. 000 36, 60, 000 
Total, Department of the Navy a | _692, 191, 856 | 797, 057, 640 J 849, 835, 000 
DEPARTMENT OF THE AIR FORCE 
Total number of permanent positions. ----_--- at aay 22 | - 
Average number of all employees_ - - : : ; AA 22 | : 
Number of employees at end of year- ----- cowinebseabinn 18 
01 Personal services: q 
Permanent positions ‘ $98, 315 7 
Regular pay above 52-week base -- 380 
Total personal services_- } i$ sel 98, 695 : 4 
07 Other contractual services_-_-_.--..-......------- oak 358 
15 Taxes and assessments__.---....-.------- ban aut 232 a 
Total, Department of the Air Force__.-....----- 99, 285 
DEPARTMENT OF AGRICULTURE 
Total number of permanent positions- -------- ; in 7 12 12 
Average number of all employees----------.---- vast 6 12 | 12 
Number of employees at end of year. pacenee aed die 7 | 6 6 
Average salaries and grades: 
General schedule grades: | } 
Average salary._......-- Se ssi ckscbestteeeeth peewee $4, 707 $5, 068 $5, 041 
Average grade es a es wath ae GS-6.6 GS-6.7 GS-6.7 
Ungraded positions: Av erage salary cca lon steiner ee $3, 739 $3, 872 | $3, 872 
01 Personal services: 
Permanent positions_-_-...-.-.---- -638665006566008GR05 26,780 | 60, 446 | 60, 680 
Regular pay above 52-week base. ......- Sesesaubanseat 103 | BORE eitisded. 
Total personal services__.......------- ; co daseiae 26, 883 60, 680. 60, 680 
O& Oomifemionmom eervieds. 9)... 5. ec ccc] 31 220 | 220 
06 Rents and utility services..........................-2..... 639 | 1, 500 | 1, 500 
07 Other contractual services R6ebEcobazunesece MOD 7 i8s eses. SFSU a rs 
Services performed by other agencies.____-_-___-___- “dl 577 | 1, 100 1, 100 
GS Gamppamnn amnG Wntereee. «2 sos is. ce cecccccccccccas 1, 767 1,500 1, 500 
Total, Department of Agriculture__......-......-.----- | 30, 000 "65, 000 | 65,0 000 4 
DEPARTMENT OF THE TREASURY 
Total, Department of the Treasury: 08 Supplies: s and mate- | 
PN Sach ee See aie denne kk Lukehnees 18, 443 100, 000 100, 000 


Total obligations...._......_.. RT Pa oa 692, 339, 584 | 797,222, 640 | 850, 000, 000 
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Budget authorizations, expenditures and balances 


| 1955 actual 1956 estimate | 1957 estimate 


RUDGET AUTHORIZATIONS AVAILABLE | 
| 
4 ppropriation- -__.---- .----| $780,895, 500 $809, 632,000 | $813, 400, 000 
Transferred to ‘‘ Military pe srsonnel Air Force”’ (69 Stat. 28) -/ 5, , 000, 000 . ; 
Adjusted appropriation- ----_-_- 775, 895, 500 809, 632, 000 813, 400, 000 
Obligated balance brought forward (appropriations and 
re noni di conse danwesetbonncoce 393, 369, 445 271, 788, 532 309, 406, 847 
Reimbursements earned from prior year military assist- | | 
ee EE ee ee ee rear ae ae 1, 100, 000 900, 000 
Increase in prior year obligations_..................-.....- 53, 408, 282 8, 000, 000 


Total budget authorizations available from appro- | 
priations and reimbursements earned ___..._____.- |} 1, 222, 673, 237 1, 088, 320, 532 | 1, 121, 906, 847 
Unobligated balance brought forward (anticipated reim- 
bursements to be earned from military assistance fund 
reserv ations) -- lahat tailed a eee = 2, 000, 000 900, 000 
Future years’ anticipated reimburseme nts from ‘current 
year military assistance fund reservations__-_______- 2, 000, 000 


, 224, 673, 237 


, 090, 320, 5382 | 1, 122, 806, 847 


Total budget authorizations available... ___- 


EXPENDITURES AND BALANCES 


Expenditures: 


Out of current authorizations. -- 508, 110, 040 547,000,000 | 550, 000, 000 
Out of prior authorizations_____- 211, 691, 084 178, 000, 000 210, 000, 000 
Total expenditures....-............. : 719, 801, 124 725, 000, 000 760, 000, 000 
Obligated balance transferred to: 
‘Research and development, Navy” (68 Stat. 345) _- 124, 062, 824 : 
‘Aircraft and related procurement, Navy”’ (69 Stat. 
307) -.- . e 20, 551, 158 
Obligated bal: ince carried forward (: ippropriations and | 
reimbursements earned) -__.....-....-.------ | 271, 788, 532 309, 406,847 | 344, 400, 000 
Balance no longer available: 
Unobligated_-_--.-.--- Gide th nuns 45, 467, 539 16, 683, 000 alien . 
SPEND Scans cais ema ae ee 2 en eee 61, 553, 218 17, 830, 527 18, 406, 847 


Total expenditures and balances from appropria- 

tions and reimbursements earned____- 
Unobligated balance carried forward (anticip: ated reim- 
bursements to be earned in future years from military 
assistance fund reservations) 2, 000, 000 900, 000 | 


, 222, 673, 237 1, 089, 420, 532 | 1, 122, 806, 847 


_ 


Total expenditures and balances | 1, 224, 673, 237 | 1,090, 320, 532 | 1, 122, 806, 847 


Mr. SuepparD. Next subject matter is reflected as an appropriation 
for aircraft and facilities, Navy, where in 1955 it is reflected that your 
actual appropriation is $775,895,500; your estimate in 1956 was 
$809,632,000, and your request for 1957 is $813,400,000. 


COMPARATIVE TRANSFERS 


I request that you give us an explanation of the comparative 
transfers shown for fiscal 1956 column on page 2 of your green sheets, 
if you will. 

Admiral Russe.ui. We have a detailed exhibit which might be in- 
serted in the record explaining the numerous transfers comprising 
this $37 million amount shown on the green sheets. 

Mr. SHepparp. All right, we will insert it in the record. 

(Information referred to follows:) 
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Mr. SHEPPARD. Give us a brief explanation. 

Admiral Russevu. Our principal comparative transfers are as fol- 
lows, sir: ‘The first one is to the appropriation ‘Aircraft and related 
procurement, Navy,’ to permit consolidation under that appropria- 
tion of funds for aircraft changes and equipment modifications. The 
amount in fiscal year 1955 is a little over $7 million; in 1956, about 
$14 million; and in 1957, about $12 million. 

The second item transfers to the Bureau of Aeronautics from 
“Ordnance and facilities, Navy,” responsibility for aircraft fire con- 
trol. Amounts in 1955, 1956, and 1957 are roughly 3, 4, and 5% 
millions, respectively. 

Item No. 3 also relates to the transfer to the Bureau of Aeronautics 
of budget responsibility for aircraft fire control. This is from ‘‘Pro- 
curement of ordnance and ammunition, Navy.’’ Amounts in fiscal 
1955, 1956, and 1957 are roughly 1, 3%, and 7% millions, sir. 

The fourth item transfers to the Bureau of Aeronautics budget 
responsibility for transportation costs of intra-Navy shipments of 
materials and equipment shipped at the direction of the Bureau of 
Aeronautics, paid prior to 1956 from the appropriation ‘“Servicewide 
supply and finance, Navy.” It affects only 1955, sir, in the amount 
of $3.8 million, roughly. 

Item No. 5 transfers to the Bureau of Ordnance budget responsi- 
bility for procurement of jet assist takeoff units, to the account 
“Procurement of ordnance and ammunition, Navy.’”’ The amount 
for fiscal year 1955 is roughly $6 million; 1956, five; and 1957, $5.7 
million. 

Item 6 transfers to the Bureau of Medicine and Surgery budget 
responsibility for maintenance and operation of dental and medical 
facilities at nonindustrial type activities. 

Mr. SHEPPARD. You have covered the main transfers. The balance 
has been inserted in the record. 

In general, what was your thought in making the transfers? 

Mr. Lewis. The appropriation language of both appropriations 
involved in each case was broad enough to cover the realinement of 
functions. The specific authority within the Navy Department was 
by direction of the Chief of Naval Operations for the major items. 
It covered particularly the transfer and realinement of Ordnance 
responsibilities between the Bureau of Ordnance and Bureau of 
Aeronautics. 

Admiral Smrrx. Those recommendations by the Chief of Naval 
Operations and approved by the bureaus were submitted to the Office 
of the Comptroller, Navy Department, and with our approval they 
were cleared with the Bureau of the Budget as to budget construc- 
tion. 

OBLIGATIONS AND EXPENDITURES 


Mr. SHepparD. On page 11 of the green sheets I notice a steady 
increase in the obligated balance carried forward from approximately 
$271 million in fiscal year 1955 to in excess of $344 million estimated 
at the end of the fiscal year 1957. What is the reason for this increase? 

Admiral Russeuu. The obligated balance carried forward is increas- 
ing in keeping with our increasing program, Mr. Chairman. As can 
be seen from page N—9—1 of the green sheets, our obligations increased 
from $665.7 million in fiseal 1955—~— 
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Mr. WieeLeswortuH. Will you repeat that, please? 
Admiral Russe.u. I refer to our total direct obligations at the 
middle of the page. It can be seen that our obligations inereased 
from about $665.7 million in 1955 to $755 million in 1956 to $813.4 
million in 1957. 

As to the expenditure estimates, in our judgment, at this time they 
appear about right, possibly a little conservative, sir. 

Mr. SuepparD. Do you estimate you will be able to cut down on 
the obligated balances you are carrying forward, and if so, approxi- 
mately when? 

Mr. Lewis. In the future, it should be about level, generally, with 
the 1957 projected carry forward. How ever, as Admiral Russell 
testified earlier, as we go into the more advanced types of aircraft 
which involve more thrust, there exists a potential for increase, if 
the operating strength remains level. That inevitably would ’be 
reflected in the unexpended balance carryover as well as in the obli- 
gated balance carryover. 

Mr. SuEepparD. On the same page of the green sheets you show a 
balance of $18.4 million no longer available after fiscal year 1957. 
Would you identify this balance for the committee? 

Admiral Russe... The $18.4 million identified in the 1957 column 
of the green sheet as other balance no longer available represents the 
balance lapsing under the fiscal year 1955 appropriation. 

Mr. Suepparp. That is a lapse in expenditures and not in obliga- 
tional funds as such? 

Captain Hirscu. The appropriation lapses at that time. The 
money is no longer available to us to obligate. 

Mr. SuepparpD. Against a program of approximately $851.8 million 
as of December 31, 1955, you had obligated slightly in excess of $337 
million. Do you antic ipate a higher rate of obligation in the last half 
of the fiscal year? If so, in what fields? 

Admiral Russe.tu. We do, sir. Past obligation performance under 
the “Aircraft and facilities” appropriation indicates that a higher rate 
of obligation is experienced during the last half of the year than during 
the first half. Although obligations at the field level, principally for 
labor and consumable materials, are incurred at a relatively straight- 
line rate, in the procurement areas obligations accelerate rapidly 
during the last half of the year. This acceleration is due to the 
contractual process which is time consuming and complex. The 
activities in which this acceleration is most pronounced are “Alteration 
and replacement of facilities’ and ‘Supporting equipment, material 
and services.” 

Mr. Suepparp. In the special report to the committee on February 
16, it discloses a planned unprogramed amount of approximately 
$17 million. Would you identify these funds for us and tell the 
committee how you contemplate using them in the current fiscal year? 

Admiral Russexu. All but $1 million of the unprogramed amount 
of the $17 million is applicable to the flight operations and aircraft 
overhaul activities due to lower costs associated with the operation of 
fewer jets than originally planned. The remaining $1 million repre- 
sents funds originally planned to finance repair of facilities used by 
the Marines in the Far East. 

Mr. Suepparp. Please explain that. 
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Admiral Russrtu. I believe the Comptroller has provided a de- 
tailed breakdown which shows the various items. 

Mr. WicGcieswortu. I have before me the detailed breakdown. I 
understood the question of the chairman was directed to the $17 
million indicated as planned unprogramed amounts. I did not not 
understand at this end of the table, your explanation of that item at all. 

Captain Hirscxu. This $17 million represents the amount that was 
not apportioned to us at the first of the year because an analysis of our 
programs at that time indicated that the $17 million would not be 
required for obligation purposes for the reasons which Admiral Russell 
has indicated. 

Mr. Wiceieswortu. Where is it? 

Captain Hirscn. It is in reserve in the Bureau of the Budget. held 
in reserve and available for release as required to carry out the 
program. 

Mr. Suepparp. In other words, this is just another feature of the 
withholding practice of the Bureau of the Budget with the acquies- 
cence of the Comptroller and the Defense Department; is that correct? 

Captain Hrrscn. Yes, sir. 

Mr. WiccieswortH. If not released will it revert to the Treasury? 

Captain Hirscu. It is no longer available for obligation after the 
end of the year. 

Mr. Suepparp. If they do not release the money for the purpose 
the Congress originally appropriated, it reverts back to the Treasury 
and you and your departments who were supposedly to have use of it 
do not get it? 

Admiral Russe.u. That is correct, sir. 

Admiral Smitx. This money is continually available to us at request 
until the end of the year. At this moment there is a request for 
reapportionment by Bureau of Aeronautics for 2% million. 

Mr. SHepparp. Two and a half out of the total of 17? 

Admiral Smitx. That is right. 

Mr. SuepparpD. That will leave 4% still in withholding category? 

Admiral Samira. Fourteen and a half. 

Admiral Russeiu. May we go off the record for a detailed explana- 
tion? 

Mr. SHEPPARD. Yes, sir. 

(Discussion off the record.) 


REPROGRAMING DURING CURRENT YEAR 


Mr. SHepparD. Now, I wish you would discuss with the committee 
the need for the various reprograming set forth in the special report 
to which I just referred. This has to do with reprograming. I 
would like quite a definite explanation of it, please. 

Admiral Russet. Unbudgeted items arise throughout the year 
which must be covered by reprograming funds available within this 
appropriation. 

Mr. Suepparp. What causes eventualities to arise? 

Admiral Russet.. Typical examples of increases in 1956 are un- 
budgeted classified and per diem wage increases; the price of labor has 
gone up, sir. There is an increase in fleet personnel costs, for fleet 
personnel who travel to take training. We also have decreases which 
require reprograming. For example there are fewer jets operating 
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than we originally had anticipated. And we have had some reduction 
in the number of aircraft being overhauled. These, Mr. Chairman, 
bring about the necessity for minor reprograming within the appro- 
priation. 

Mr. Wiaeteswortu. Why would your overhaul go down $13 
million? 

Admiral Russe.u. This reduction arises from the fact that the 
turn-in schedule from the fleet of aircraft to be overhauled is lower, 
because of a slippage in delivery of new aircraft to the fleet. 

Mr. WiaeLeswortH. What does that have to do with the overhaul? 

Admiral Russe... There are fewer aircraft available to be over- 
hauled, sir. 

Mr. WiaGLeswortH. You do not overhaul new ships? 

Admiral Russreiu. No, sir; but the new aircraft delivered for fleet 
use replace the older ones which we put in overhaul. 

Mr. WiccG.LeswortH. You have to overhaul the old ones whether 
you have the new one or not, do you not? 

Admiral Russrevu. Yes, sir; but within limits we can extend the 
time and fly them a little longer. 

Mr. Wieatesworts. I thought we had been into this item at great 
length in the past; I thought that requirements were computed very 
closely in terms of the age of every plane and just how many hours it 
should fly before overhaul, and the unit cost per overhaul. Either 
you must have made some error in your computation a year ago or 
else you must have overhauled fewer planes than you expected to. 

Admiral Russert. We did overhaul fewer airplanes than we 
expected, Mr. Wigglesworth. 

Mr. Wiacieswortu. Why? 

Admiral Russrtu. While there is a definite period of time after 
which an operating airplane is scheduled to be turned in for overhaul, 
this is somewhat flexible. We can extend month by month. If an 
aircraft has been inspected and found airworthy, its overhauling can 
be postponed, sir. 

Mr. WieeLeswortH. You do not extend it 10 percent; do you? 
I thought I was asking a question that could be easily answered. Off 
the record. 

(Discussion off the record.) 

Admiral Comps. I was going to add a word to Admiral Russell’s 
statement, sir. The fact that we are able to wait a little longer to 
overhaul some of our aircraft gives the fleet commander necessary 
flexibility. 

Mr. SuepparpD. Please insert these two pages at this point. 

(Information referred to follows:) 
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Special report of reprograming of appropriated funds from July 1—Dec. 31, 1955 


Appropriation title and 
budget activity 


AIRCRAFT AND FACILITIES, | 


NAVY 


. Flight operations, USN 

Flight operations, 
USNR. 

3. Aircraft overhaul, USN 


. Aircraft 
USNR. 


overhaul, 


. Station operations, USN _| 


. Station operations, 
USNR. 


Amount | 
| provided by | 
Congress in | 
fiscal year 

1956 plus 
unobligated 
balance 
brought 
forward 
| July 1, 1955 | 


22, 110, 000 
186, 219, 000 

40, 873, 000 
175, 777, 000 





11, 875, 000 


| Adjusted net 
| program as | ence, increase 


Net differ- 


of Jan. 1, 
1956 


(+) or de- 
crease (—) 


21, 530, 000 
172, 582, 000 
43, 146, 000 


— 580, 000 


+2, 273, 000 


178, 675,000 | +2, 898, 000 


13, 400,000 | +1, 525, 000 


— 13, 637, 000 | 


$216, 322, 000 | $204, 808,000 |—$11, 514, 000 | 


Explanation 


The aviation operating plans 
remain the same. Flying ana 
overhaul costs are lower due to 
the operation of fewer jet air- 
craft and a reduction in the 
number of overhauls required. 

Reflects current distribution 
between activities 3 and 4. 

Unbudgeted requirements © for 
per annum and per diem pay 
raises, 

Unbudgeted requirements in- 
cluding: Per annum and per 


diem pay raises, taking over 
new facilities at a new air 
station, assumption of certain 
additional costs at jointly used 
facilities. 
Projects for facilities in connec- 
tion with redeployment of 
| Marines have been funded un- 
der ‘‘Public Works, Navy.” 
106, 439,000 | 108,648,000 | +2,209,000 | Unbudgeted requirements for 
pay raise and increased rate 
| Of per diem for military travel. 
8,065,000 | +1,065,000 | Unbudgeted requirements for 
pay raise and minor expansion 
of personnel to keep pace. with 
expanding aviation programs. 
Excess of above reductions over 
increases for new requirements. 


. Alteration and replace- 41, 717, 000 —1, 300, 000 | 


ment of facilities. 


43, 017, 000 | 


. Supporting equipment, 
materiel, and services. 


. Departmental admin- 





istration. | | 


Planned unprogramed 


17, 061,000 | +17, 061, 000 
amounts. | 


} 


xx 





809, 632,000 | 809, 632, 000 





JUSTIFICATION OF THE ESTIMATES 


Mr. Suepparp. Also insert pages 2 to 6 in the justifications, omitting 
page 5. 
(Information referred to follows:) 


JUSTIFICATION OF ESTIMATES FOR FiscaL YEAR 1957 


The appropriation, “Aircraft and facilities, Navy,’ finances the cost of naval 
aviation except for research and development and for major items of equipment 
such as aircraft and missiles which are funded elsewhere in the Navy’s budget. 
This appropriation funds a multiplicity of essential costs including those for the 
operation and overhaul of aircraft and missiles, for the training of pilots and 
technicians, for operation of bases from which aircraft operate and are overhauled, 
and for the procurement of related technical equipment. 

Fiscal year 1957 estimates for this appropriation, totaling $813,400,000, are 
based upon force plans which determine individual requirements for specific 
program areas. Principal derivatives of these plans are the projected aircraft 
operating strength and flying hour levels. Although average operating strength 
and total flying hours are programed in 1957 to continue at approximately the 
1956 level, overall combat effectiveness is improved by virtue of the larger number 
of high-performance aircraft that will be operating in fleet complements. 

Based on planning factors, Navy and Marine Corps flight operations, including 
those of their Reserve components, are budgeted in 1957 at $225,733,000 as 
compared with $213,002,000 in 1956. The flying hour program covered by this 
budget estimate has been priced by model of aircraft at the 1955 experienced cost 
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per flight hour, adjusted for the most recent changes in fuel prices. The resulting 
estimate for this area reflects a substantial increase in the number of hours pro- 
gramed in newer high-performance aircraft with a corresponding increase in the 
total cost. The planned operating program, with its larger percentage of hours 
for high-performance aircraft, is deemed adequate to enable naval aviation to 
fulfill its assigned military mission and to maintain training at a level which will 
insure that early mobilization requirements can be met with an effective combat 
force. 

An estimate of $220,247,000 for the overhaul of aircraft in 1957 compares with 

$213,730,000 required for 1956. This estimate is based upon the number of air- 
craft and engine overhauls required to support the 1957 aircraft operating program 
after making allowances for aircraft and engines available from stock and new 
production. The increased overhaul estimate reflects the impact of steady ad- 
yancements in technology and correspondingly the increasing complexity of the 
aircraft and aircraft components comprising the overhaul workload. Costs used 
in pricing the workload are based on those experienced for 1955 adjusted to reflect 
a continuation of the management improvements instituted in the aircraft overhaul 
“a during 1955. 

The Aviation Shore Establishment programed for 1957 consists of 72 Regular 
Navy and Marine Corps air stations, 6 research and development stations, 21 
Naval Air Reserve stations and a number of outlying and auxiliary landing fields. 
Compared with 1956, the 1957 Shore Establishment reflects the addition of 4 
stations and the activation of 2 auxiliary landing fields. The Chief of Naval 
Operations has programed the activation of 2 stations to support patrol and fleet 
operations in the Eastern Atlantic area, a station to provide additional space for 
jet flight and gunnery training in the Advanced T raining Command, and a station 
to increase the capacity for carrier operations in the Far East. The two auxiliary 
landing fields consist of a new seaplane facility on the west coast, and a missile 
facility in the Hawaiian area to support fleet missile training and operations. 
The cost of Regular Navy and Naval omive station operations in 1957 is budg- 
eted at $209,930,000. This estimate satehien for the operation of the new stations 
and fields, continuing existing stations at minimum support levels, and for other 
additional requirements arising in 1957. The cost of operating research and 
development stations is budgeted under the ‘‘Research and development, Navy’”’ 
appropriation. 

Alteration and replacement of facilities for all air stations are budgeted at 
$58,156,000 in 1957, as compared with $41,722,000 in 1956. Aircraft overhaul 
shops and airfield supporting facilities at a great number of stations are inadequate 
to accommodate the larger and more complex aircraft comprising the operating 
forces. The increased funds required in 1957 provide for the modernization of 
overhaul facilities, procurement of specialized high precision tools, and major 
repairs and minor improvements to airfield facilities. Provision also is made for 
airfield lighting projects and for essential maintenance of Government-owned 
industrial reserve plants and tools. 

Requirements for the supporting equipment, materiel and services area of the 
estimate total $91,013,000 as compared with $86,968,000 for 1956. This budget 
area is comprised of a number of general programs which collectively support 
naval aviation operations. Among these programs are carrier installations 
associated with landing and takeoff of aircraft, ground equipment for servicing 
aircraft, photographic equipment for outfitting aircraft, equipment for service 
evaluation, and other essential programs supporting naval aviation. The addi- 
tion of a new project to this budget area together with the increasing complexity, 
speed and weight of new fighter and attack aircraft has generated additional 
requirements in fiscal year 1957. The largest single increase in this budget area, 
approximately $6 million, is for the procurement of limited quantities of promising 
new equipment, particularly in the field of aircraft fire control systems, which 
must be evaluated under service conditions before quantity procurement may be 
undertaken. Other increases consist principally of improvements for increasing 
the launching and arresting capacity of carriers to enable them to accommodate 
the heavier and faster aircraft entering the fleet, initial procurement of shore-based 
catapults to provide the Marine air units capability for operating high-perform- 
ance aircraft from small airfields in advanced areas, and the procurement of special 
fuels for use in evaluating newly developed aircraft powerplants. These latter 
increases, however, have been more than offset because of reduced vehicle replace- 
ment requirements for the three Marine air wings. 

In total, the requirements covered by the Navy’s “Aircraft and facilities’ 
budget for fiscal year 1957 amount to $813,400,000. This estimate is based essen- 
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tially on peacetime requirements and reflects economies which have been pro- 
gramed in naval aviation operations, but the grand total is approximately $58 
million higher than that for 1956 owing to reasons previously discussed. Programs 
overall are in balance each with the others, and with allied aviation programs in 
other Navy appropriations. 








Summary of obligations by budget activity 







Increase (+-) 



















or de- 
| crease (—), 
No. Budget activity 1955 actual | 1957 estimate | 1957 estimate| difference 
1957, com- 
pared with 
| b fica = ied 
—_ = OO eos Oe Oe: OO eo > eeneneeees ss i oo eee 
1 Flight operations, Regular Navy_-_-._-...-- $177, 817, 996 | $192, 675, 000 ‘saunders $203, 703, 000 | +-$11, 028, 000 
2 | Flight operations, Naval Reserve_....-..- 14, 556, 268 20, 327, 000 22, 030, 000 +1, 703, 000 
ee ag crea icddenudirnnenweatee 195, 057, 732 | 213,730,000 | 220, 247, 000 +6, 517, 000 
4 | Station operations, Regular Navy.-_.----- 154, 066, 337 178, 287,000 | 195,049,000 | -+-16, 762, 000 
5 | Station operations, Naval Reserve-_--_-_-__-_- 11, 135, 518 13, 400, 000 14, 881, 000 +1, 481, 000 
6 | Alteration and replacement of facilities._.| 33, 437, 347 41, 722, 000 58, 156,000 | +16, 434, 000 
7 | Supporting equipment, materiel and 
la iaiak etal 72, 239, 745 86, 968, 000 91, 013, 000 +4, 045, 000 
s | Departmental administration -. -... eae 7, 376, 824 8, 113, 640 8, 321, 000 +207, 
Total obligations pays able from 
appropriated funds____.......---. 1 665, 687, 767 | 2 755, 222,640 | 813,400,000 | +58, 177, 360 





1 Includes net comparative transfers of —$64,740,194. 
2 Includes net comparative transfers of —$37,777,360. 












REPLACING MILITARY PERSONNEL WITH CIVILIANS 





Mr. Suepparp. Please tell the committee briefly the status of your 
program for replacing military personnel with civilians. What is 
going on in that field? 

Admiral Russe.u. We have finished the major military reassign- 
ment program initiated during fiscal year 1955. The large reduction 
in military shore billets created, as you know, certain problems, 
particularly in sea-to-shore rotation assignments. Lack of adequate 
billets for this purpose has adverse effects on military morale and re- 
enlistment rates. We are currently evaluating the results of the pro- 
gram just completed. If experience indicates that further reductions 
in military shore billets can be made safely, we would plan to continue 
this program in 1958, sir. 

Mr. SHepparD. Mr. Wigglesworth? 













OBLIGATIONS AND EXPENDITURES 







Mr. WiaateswortH. As I understand it, from the appropriation 
angle you are asking for $813.4 million, or an increase of about $4 
million. From the point of view of availability, assuming approval, 
you are going to have $1.122 billion or about $32 million more than 
you have in the current fiscal year. If you look at expenditure, you 
want to expend $760 million instead of $725 million, and that is an 
increase of $35 million compared to the current fiscal year. Is that 
correct? 

Admiral Russe.u. That is correct, sir. 

Mr. Wiccieswortu. So that you want to expend $35 million more 
than in the current fiscal year, and in addition you want on hand some- 
thing like $345 million, which shows up in the form of an obligated 
balance to be carried forward into 1958; is that correct? 

Admiral Russe... That is correct, sir. 
Mr. WiacLeswortH. Have you been asked to furnish a breakdown 


of what that $345 million is?” 
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Admiral Russe.u. We have not, sir. 

Mr. Wice.ieswortu. I wish you would furnish one so that we can 
see what it is based upon. 

Admiral Russe.u. A breakdown will be furnished for the record, 
sir. 

(The information requested is as follows:) 


Analysis of obligations carried forward at June 30, 1957, aircraft and facilities, Navy 


[In millions of dollars] 


Budget activity 


| 
Carried forward from— 
| 


| 
| 


1956 account | 1957 eeneuns | 
. Flight operations, Regular Navy 

. Flight operations, Naval Reserve 

. Aircraft overhaul 

. Station operations, Regular Nav y 

. Station operations, Naval Reserve. peut 5 
Alteration and replacement of OE ee sas 
. Supporting a materiel and services 

. Departmental administration 


ee 
ON fw O 


Boece | 
oo eOoOaaconwnco 


3 





Mr. WiGcGcieswortu. It will no doubt come out as we go along, 
but in a general way why do you need to spend $35 million more for 
this activity than in the current fiscal year? 

Admiral Russe.u. I am prepared to speak to each item of difference, 
Mr. Wigglesworth. 

Mr. WiagGLeswortH. What is the reason in a general way, and why 
is your expenditure going up $35 million? 

Admiral Russe.tu. The program costs more, sir, because of the 
increasing complexity of aircraft and their operations. The value 
received is a more effective naval air organization. 

Mr. WiaeLeswortH. That does not give me a comprehensive 
answer, but no doubt it will come out as we take the individual items. 

Mr. Suepparpb. The increase would be reflected, I believe, and I will 
inquire when we come to respective activities. 

Mr. WiaeLeswortu. Could I have an obligation figure against 
your overall availability for this year, please? 

Mr. Lewis. It is on page N—9-1, first page of the green sheets. 

Mr. WieeLeswortH. What I want is against your availability of 
$1,090,320,532 in the current fiscal year and the obligation figure as 
of the most recent date you can give. 

Admiral Russexu. For the current fiscal year? 

Mr. Wiee.Leswortn. Yes. 

Admiral Russet. Mr. Medlin will give it. 

Mr. Mepurn. Mr. Wigglesworth, the obligations as of January 31 
are $380,068,000, sir. 

Mr. Wiae.teswortnH. Or about one-third of the total available. 

Mr. Mepuin. That is correct, sir, in relation to the total available 
for expenditures and in addition $244,842,000 are committed for a 
total incurred liability of $607 million or 80 percent of the total. 

Mr. Wiaeieswortn. I did not get that. I got $244,842,000. 

Mr. Mepuin. Those are the commitments, sir, in addition to the 
obligation figures that I gave you. 

Mr. WieGLeswortH. What was the rest? 
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Mr. Mepurn. The total is $607,136,000, against the 1956 avail- 
ability of $755,222,640 plus the obligated carryover from prior years 
of $309 million. 

Mr. WieaeLteswortH. That is obligation plus commitments? 

Mr. Mepuin. Yes, sir. 

Mr. Wiee.eswortH. That is all. 


Fuicgut OprerATIONS, Reagutar Navy 


Budget activity No. 1—Flight operations, Regular Navy 





Increase (+-) 
or de- 
crease (—) 
Description of activity content 1955 actual | 1956 estimate | 1957 estimate} difference, 
1957 com- 
pared with 
1956 


| 


Operation of airtraft and drones by Regular 
Navy and Marine Corps squadrons--_-..----| $177,817, 996 | $192, 675, 000 $203, 703, 000 | +-$11, 028, 000 





In addition to the accomplishment of routine peacetime military missions, 
Regular Navy and Marine Corps aviation must be prepared adequately to cope 
with sudden and large-scale warfare. Such preparedness requires the prosecution 
of a comprehensive flying program including both initial pilot training and combat 
training flights by fleet tactical units. It demands, also, experimentation by 
pilots and skilled tacticians to exploit to the fullest extent the capabilities of the 
modern aircraft becoming available to fleet units. Further, it dictates widespread 
deployment of trained and equipped units with complementary logistical flying to 
support the tactical combat forces. Only by extensive training, conditioning, 
and testing can all elements of naval and marine aviation be kept in the state of 
vigilance and readiness necessary to meet effectively emergencies that may arise 
during the current period of unrelaxed international tensions. 

Purpose and scope of work.—Naval and marine aviation is organized by func- 
tional units corresponding to the various missions for which it is responsible. 
These are: carrier air groups with their fighter and attack squadrons for aerial 
protection from enemy aircraft and for offensive air-to-surface attack operations; 
carrier-based antisubmarine squadrons; patrol squadrons for reconnaissance, 
antisubmarine warfare, and protection of shipping missions; airship squadrons 
for coastal patrol; airborne early warning squadrons for scouting and intercept 
operations; observation units for ships of the fleet; and those supporting aircraft 
in an operating status which are necessary for transport, training, research and 
development, and utility work. 


Mr. Suepparp. We will pick up budget activity No. 1 reflected on 
page number 7 of the justifications. 


INCREASE OVER 1956 


Mr. SHepparp. “Flight operations, Regular Navy,” your actual in 
1955 was $177,817,996; in 1956 it was $192,675,000: and in 1957 it is 
$203,703,000 requested or estimated, rather, and this reflects a total 
of $11,028,000 increase. 

I want you to give us a statement as to the required increases. 

Admiral Russeuu. The increase of $11,028,000 in this activity is 
attributable for the most part to continued delivery to operating units 
of modern high-performance aircraft with their relatively higher 
operating costs. For example, the 1957 estimate provides for a 12- 
percent increase in the number of jet aircraft to be in operation as 
compared to 1956. 
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Mr. WiacieswortH. Twelve percent increase in what? 

Admiral Russe.u. In the number of jet aircraft to be in operation 
as compared to 1956, sir. 

The increased estimate is attributable also to greater utilization of 
heavy propeller-driven aircraft equipped with electronic aircraft 
warning devices, to man effectively certain sectors of our continental 
defense system. ‘These, sir, are the major reasons for the increase. 

Mr. SuepparD. You say the major portion of the $11 million is to 
be applied to the operations you have just described? 

Admiral Russeuu. Yes, sir. 

Mr. SuHepparpD. An analysis of your estimated and actual obliga- 
tion fiscal year 1955 and 1956 discloses that you have not met your 
planned objectives. Is this due to section 1311 or has there been 
some slippage in the program? 

Admiral Russeiu. The revised programing results from the fact 
that fiscal year 1956 aircraft deliveries to the fleet did not materialize 
completely as we had planned originally, with the result that opera- 
tions were conducted in lower performance aircraft. which are some- 
what less expensive to operate. The 1957 program reflects the 
most sound approach which we can make to scheduling the operation 
of aircraft that have been and are being delivered. Based on the 
soundest planning data currently available, the estimate of $203.7 
million represents the cost of flight operations to support the mission 
of naval aviation as directed by the Joint Chiefs of Staff. We have 
estimated the cost to the best of our ability, sir. 

Mr. SuHeprarD. In other words, you figure that this particular 
amount that you refer to here is as firm as it can be established at this 
time? 

Admiral Russeuu. At this time, yes, sir. 


FUEL BLENDING ABOARD CARRIERS 


Mr. SHeprparp. Last vear you stated you had completed a jet 
fuel-blending system. What is the status of this program at the 
present time, and can you give the committee some idea of the savings 
you might incur through this new system? 

Admiral Russeuu. Yes, sir. During fiscal year 1956 all carriers 
which are operating with jet aircraft are equipped with fuel-blending 
systems. The savings that might be achieved would be the difference 
in cost between using 100-percent aviation gasoline and using a fuel 
blend. It is estimated that jet flying would cost $2.2 million more in 
fiscal year 1956 and roughly $2.5 million more in 1957 if the fuel were 
not blended. This is the order of savings involved, Mr. Chairman. 

Mr. Suepparp. In your system of expenditures, do you have any 
breakdown of an accumulation of cost factors for each type of plane 
that is operated by the Navy? 

Mr. Lewis. Yes; we do have, Mr. Chairman. 

Mr. SueEppaArD. Is that classified information? 

Admiral Russet. It is, sir. 

Mr. SuHepparD. Then supply a copy to the clerk of this committee 
for our information. 
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COMPARISON OF 1957 ESTIMATE WITH 1956 


Mr. SHepparD. Will you compare for the benefit of the committee 
the reciprocating engines and jets in flight operations for the past 
3 years, both as to number of atte and actual hours, and how your 
level of pilot training for 1957 compares with fiscal year 1956? 

(Discussion off the record.) 

Mr. Suepparp. How does the level of pilot training in 1957 compare 
with 1956? 

Admiral RussEtu. In both 1956 and 1957, pilot training anticipates 
an output of 3,300 pilots per year. 

Mr. SHEPPARD. For which year? 

Admiral Russet. Both fiscal years 1956 and 1957, sir. 

Mr. SHepparp. As of what date did you compute the fuel costs 
set forth in these justifications, and how do these costs compare 
with those at present? 

Admiral Russetu. The estimate before you reflects the average 
consumption of fuel by model of aircraft during fiscal 1955 at fuel 
prices as of January 1956. Seasonal price adjustments have been 
experienced at the first of each calendar year; and again this year, 
as of February 1, the fact is that Navy standard prices decreased for 
2 grades of gasoline and increased for 2 other grades. However, the 
combined impact of these price adjustments is not expected to alter 
materially the cost per flight-hour for fuel. 

Mr. SHepparp. The average cost per flying hour is perhaps the 
best test of this activity, since it indicates the training (flying hours) 
and the degree of modernization (fuel). The past several years show 
rather sloppy programing in this regard. 

How firm are your 1957 costs in this particular field? 

Admiral Russe.u. The composite average cost per flight hour is 
determined by the mixture of aircraft models which are flown. Higher 
performance aircraft consume a much greater quantity of fuel, which 
increases the cost per flight hour. However, when high performance 
aircraft are not available to the fleet operating units to be flown as 
planned, the flight mission is flown by lower performance aircraft at 
a lower cost per flight hour. This brings down the actual cost of 
operation per flight hour, below that projected on the planned program. 

Mr. SHepparp. Will you prepare and supply for the record per- 
formance data for the first 6 months of the fiscal year 1956? 

Admiral Russe... Yes, sir. 

The requested information is as follows: 

Flight performance during the first 6 months was 49.1 percent of the fiscal year 
1956 programed flight hours at an average cost per flight hour of $48.36. 

Mr. Suepparp. I do not think you answered the last portion of my 
question as to how firm the 1957 cost is. 

Admiral Russe.tu. The 1957 estimated average cost per hour is a 
composite of actual operating costs of the aircraft models scheduled 
for operation in that year. 

Mr. SuHepparp. Do you think you will be able to maintain that 
schedule? 

Admiral Russe.u. We expect so at this time. We are forecasting, 
though, something which will occur some time from now. 

(Discussion off the record.) 
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Mr. Suupparp. Are there any questions pertaining to activity 
No. 1? 

Mr. Anprews. Admiral, percentagewise how much more does it 
cost to operate a jet plane than it does the other type? 

Admiral Russe... Roughly, 4 to 1. 

Mr. AnprEews. And the reason for the increase in this request is 
that you expect to operate more jet planes in 1957 than you did in 
1956? 

Admiral Russeuu. Yes, sir. There is a rising number of operating 
hours for jets as against the other types. 


AVERAGE UTILIZATION AND COST PER PLANE 


Mr. WiceLeswortH. Admiral, I do not want anything on the 
record that should not be there; but last year you gave us figures for 
the average hours per plane per month for 1954 and 1955 of 40.6 and 
40.8, respectively. You also gave us the average cost per hour of 
$42.68 for 1954 and $49.19 for 1955. And if there is no objection, 
I would like to have your present figures for 1955 and your estimated 
figures for 1956 and 1957 in both of these categories. 

Admiral Comps. I see no objection to that average because the mix 
of the types of planes which would really divulge classified data is not 
disclosed. I think the Bureau of Aeronautics can supply that infor- 
mation. 

Admiral Russevu. The overall average utilization in 1955, was 40.7 
hours per plane per month; and the 1956 estimate is 40.5. 

Mr. WieGLeswortH. Do you have an estimate for 1957? 

Admiral Russextu. The estimate for 1957 is 40.1 hours per plane 
per month. 

Mr. WiacieswortH. How about thg average cost per hour? 

Admiral Russetu. The average costs per hour are: fiscal year 1955, 
$44.40; fiscal year 1956, $48.33 and, fiscal year 1957, $50.70. 

Mr. WicciteswortuH. So your cost per hour for 1955 actually is 
working out about $5 less than you thought it would a year ago when 
you were with us; is that right? 

Admiral Russet. Yes, sir. It is $4.79 less. 

Mr. Wicciteswortu. You state that the total number of operating 
aircraft and the total number of hours to be flown in 1957 are approxi- 
mately the same as those in 1956 and that the estimate of $203,703,000 
is based on the total estimated flying hours, priced on a model basis 
—_ 1955 experience, adjusted to reflect current prices for aviation 
uel. 

With the same number of planes and the same number of total 
hours over the requested increase of about 5 percent, reflect an antici- 
pated fuel increase? 

Mr. Lewis. There is a very minor increase, Mr. Wigglesworth, in 
the cost of jet fuel. 

Mr. WiaG.Leswortu.. Does that account for the whole increase? 

Mr. Lewis. On a per gallon basis, yes, sir; but the primary fac- 
nn 

Mr. Wiace.teswortn. Are you telling us that the $11 million in- 
crease is due to the increase in the price of fuel? 

Mr. Lewis. No, sir. 

Mr. WiceieswortH. To what is the increase due? 
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Mr. Lewis. The primary factor in the increase is the rising number 
of jet aircraft in the operating complement, which is along the lines 
Admiral Russell was discussing earlier this morning. 

Mr. WiccLesworta. Perhaps that is consistent with your state- 
ment, but it certainly is not clear when you say in the justifications 
The total number of operating aircraft and the total number of hours to be flown 
in 1957 are approximately the same as those in 1956. 

Admiral Russe.u. Within the total operating aircraft complement, 
the mix ratio between the high-performance, high-fuel-consumption 
models and the other models changes. 

(Discussion off the record.) 


Fiicut Operations, NavaAL RESERVE 


Budget activity No. 2—Flight operations, Naval Reserve 


} 
Increase (+) 
or de- 
crease (—) 
Description of activity content 1955 actual | 1956 estimate | 1957 estimate} difference, 
1957 com- 


Operation of aircraft by Naval and Marine 


Corps Air Reserve squadrons. ----..-- $14, 556,268 | $20,327,000 | $22,030,000 | +$1, 703,000 


Mr. Suepparp. Pick up budget activity No. 2, reflected in the table 
on page 9 of the justifications. 


EXPLANATION OF 1957 REQUEST 


I wish you would explain thé increase reflected here in the amount 
of $1,703,000. 

Admiral Russetu. The increase of $1,703,000 in the cost of flight 
operations, Naval Reserve, reflects the increased utilization of jet 
aircraft in fighter and associated classes, at a higher unit cost. 

Mr. SHepparD. The number of aircraft has been reduced from 
approximately 1,560 to approximately 1,440. Why the decrease? 

Admiral Russrexi. This resulted from a general reassignment of 
types of attack and antisubmarine aircraft to Organized Reserve 
squadrons, which is being reflected in the Naval Reserve training 
program. The plan is to place as many aircraft of one type in these 
squadrons as possible and not to assign a variety of types of aircraft 
to support a multitype squadron at any one station. 

Mr. SHEepparD. Is this reduction caused by the cost factors 
involved? 

Admiral Russx.u. It is a more effective way of getting the job done. 

Mr. SHepparp. It does not interfere with the actual required 
training within the reserve component? 

Admiral Russsexu. No, sir; we think it will aid it by concentrating 
the training and the types. 

Mr. SHeprarp. Will you compare for the committee the number of 
reciprocating and jet engines as to number of flying hours for 1956 
and 1957? 

(Discussion off the record.) 
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Mr. SuHepparp. Will you compare the number of pilots to be 
trained and the number of Reserve squadrons in 1956 and 1957? 
Admiral Russe.u. Yes, sir. 
(The table referred to is as follows:) 
The average number of pilots in the Reserve, including Marine, in 1956 is 


7, 914 and in 1957, 8,329. The number of Reserve squadrons, including Marine, 
in 1956 is 568 and in 1957, 655. 


AVERAGE COST PER FLYING HOUR 


Mr. Suepparp. I would like the same statement with reference to 
the cost per flying hour in the Reserve Forces and in the Regular 
Forces. 

For example, I find reflected the following: 


Actual or 
Fiscal year | Estimate later 
| estimate 





ooare 5. $29. 95 





What are the reasons for these differences and how firm is the cost 
figure for 1957? Is this generally comparable with the statement 
we had pertaining to the same subject matter in another category a 
few moments ago? 

Admiral Russeuu. It is primarily related to the fact, as you know, 
we are undergoing a substantial conversion to jet aircraft in the 
Reserve and as the change occurs the cost per flight hour increases. 
Inability to release high performance jets from the Regular Navy 
squadrons has made it necessary to postpone current transition. 
This factor accounts for our somewhat lower average cost per flight 
hour. 

Mr. SHepparp. Are there any questions pertaining to activity No. 2? 


UILILIZATION 





OF PLANES 


Mr. Anprews. Do you use the same planes for Reserve flight 
operations that you do for fleet operations? 

Admiral Russexu. Yes, sir. Generally the Reserves fly aircraft 
which have been used in the fleet and we are attempting to get them 
more modern aircraft. 

Mr. AnprREws. What I would like to know is do you have a separate 
group of planes that are used by the Reserve Forces, or that you use 
jointly between the Regular Forces and the Reserve Forces? 

Admiral Russet. The Reserve organizations are assigned their 
own aircraft. They maintain and fly their own aircraft. These are 
separately assigned from Regular Navy. They are the same types 
generally. 

Mr. Anprews. Are they interchangeable? 

Admiral Russe... Yes, sir; they are interchangeable. 

Mr. Anprews. Your request for flight operation for the Naval 
Reserve reflects an increase of $1,703,000 over the 1956 appropriation, 
and that is due to the fact you expect to use more jet planes, which 
cost more to operate. 
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Admiral Russet. And also to an expansion in the Reserve pro- 
gram, Mr. Andrews. 

Mr. WiceLeswortH. How much have you obligated against the 
$20,327,000 for the current fiscal year? 

Mr. Lewis. Obligated to January 31, $8,719,912. In addition, 
there were outstanding commitments of $7,125,347 for a total as of 
January 31 of $15,845,259, or 78 percent of the availability. 

Mr. WicciteswortnH. This request for ‘Flight operations, Naval 
Reserve,’ seems to reflect about the same percentage increase as 
reflected for “Flight operation, Regular Navy,” and apparently for 
the same reason. I have no further questions. 












AIRCRAFT OVERHAUL 






Budget activity No. 3—Aircraft overhaul 











Increase (+) 
or de- 
crease (—), 
Description of activity content 1955 actual | 1956 estimate | 1957 estimate| difference, 
1957 com- 
pared with 
1956 













Overhaul of aircraft and engines for Regular 


Navy, Marine Corps, and their Reserve com- 
8. ou hes cba deherwemnnireds $195, 057, 732 | $213, 730,000 | $220, 247,000 | -+-$6, 517,000 














Mr. SHEPPARD. We will pick up the next activity, No. 3, “Aircraft 
overhaul,’’ reflected in the table on page 11 of the justifications. 

This table indicates an increase of $6,517,000. What is the réason 
for the increase? 

Admiral Russe.u. The increase in this budget activity over the 1956 
estimate is generated by the increase in the number of aircraft and 
engines to be overhauled to permit the accomplishment of the aircraft 
operating program. 

Mr. Suepparp. I note you have combined Naval Reserve and Reg- 
ular Navy in this activity. I think it is an excellent idea, but what 
are the motivating factors? 

Admiral Russre.ui. Heretofore we separated statistically the two 
programs in order to show the Reserve from the Regular Navy air- 
craft overhaul. This was only a statistical separation and it would 
appear to be more consistent with actual practice to present. the 
entire picture as one activity, sir. 



















RELATIONSHIP OF ENGINE OVERHAULS TO AVERAGE OPERATING AIRCRAFT 


Mr. SHepparp. With reference to the relationship between engine 
overhaul and the number of operating aircraft I note the following: 







Percentage relationship of overhauls to average operating aircraft 


I wish you would clarify the relation of overhaul to the average 
number of operating aircraft. 
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Admiral Russe.u. The increasing use of jet engines, which have 
shorter operating periods between overhaul, accounts for a large part 
of this increase percentagewise in the required number of engine 
overhauls. 

I would point out, also, that in the reciprocating engine field we 
are operating new multiengine planes. The S2F has 2 engines, and 
we are operating more of the 4-engine airborne early warning type. 

Mr. SHerparpD. I notice quite an interesting factor in Navy’s 
time between overhaul of the J—57 engine, which is 165 hours, and for 
that same engine the Air Force’s time is 325 hours. What would be 
the reason for that extreme difference? 

Admiral Russrtu. There is a difference in employment, and the 
extent of work performed during our overhauls may vary considerably. 
The J-57 engine that we have, for example, in the F—8U is an after- 
burner type. It is used in fighter airplanes for maneuvers, which 
subjects the engine to additional strain. The J—57 is used for a differ- 
ent purpose by the Air Force. 

Mr. SHEPPARD. In other words, you have the same identical 
engine? 

Admiral Russe.u. No, sir; it is different. 

Captain Hrrscu. The Air Force model has been in use longer than 
the Navy model. As Admiral Russell mentioned, we use afterburner 
models; they use a different type for high altitude bombers. Theirs 
was an earlier model and they have had a great deal more experience 
with it. Also, the serviceability between overhauls of their engine is 
higher than is now forecast for the engines of the models we are 
getting. Ours are the first J—57’s of a new configuration we are getting, 
and the hours between overhaul reflect our limited operating expe- 
rience, 

Mr. SHepparD. What do you expect the flying hours for the J—57 
to be in the future so far as overhaul is concerned? 

Admiral Russe.t. We would expect the flying hours between 
overhaul to increase. I would like also to point out that these are 
estimates for the future and these might change, of course. 

Mr. SHepparp. They are estimates for 1957. 

Admiral Russserut. That is correct; and we would expect as the 
aircraft engine experience increases that the time between overhauls 
will increase. 

(Discussion off the record.) 

Mr. SHEPPARD. Do you have any power factors, to wit engines, 
that are absolutely comparable with that of the Air Force? 

Admiral Russe.u. We do; yes, sir. 

Mr. SHepparD. What would be the type of engines that would be 
absolutely comparable? I am not talking about flying time, but I 
mean mechanically comparable one with the other. 

Admiral Russe.tu. The engines in the Constellations which we use 
for radar reconnaissance are identical; the J—33 Allison engine is the 
same; the J-48 engine is the same. These last two are turbojets. 
Those are the principal ones; there probably are others. 

Mr. SHepparp. I wish you would supply for the record what your 
flying time is for overall purposes as related to the comparable engines 
you have just described. 

Admiral Russeuu. Yes, sir. 
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(The information requested is as follows:) 


1957 estimated in- 





Engine Type of aircraft terval between 
overhaul 
OE oasis Ss ots dbecdweriiecmusss arty Warming. «Wi 26<2~ cviscesei cteseus 650 hours. 
I iia noni dicen cei ceaein hall odtnibeiaamethi BEI soci: snivin deciainti- cst is taieedariatateee ihe aad 350 hours. 
PPP Lic itdi tds do ccacddwdbeba cell p dO its eS hsE boc chc onlbietin Do. 


INCREASE FOR NON-COMBAT-TYPE AIRCRAFT, DRONES AND JET COMBAT 
ENGINES 


Mr. SHepparp. [ have a table before me that reflects your 1955 
overall operation, and it is reflected here that you have made pretty 
fair success in cutting the unit cost of aircraft in engine pyar. 
However, you show increases in the non-combat-type aircraft, drones, 
and jet combat engines. What is the condition that prevails to that 
particular aspect? 

(Table referred to follows:) 
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Admiral Russe.u. The increase over the fiscal year 1955 in the 
noncombat category is due to the mix of the various models over- 
hauled. Particularly is this true in our transport class, since the 
composition within that class reflects an increase in the numbers of 
heavier transports requiring rework. 

The fiscal year 1955 unit cost for drones, another comparison on this 
sheet, Mr. Chairman, was low due to the lesser depth of work required 
in completing certain drones. In other words, it required less work to 
convert the drone. The slight increase in fiscal year 1957 over fiscal 
year 1956 which we forecast for drone overhaul is occasioned again by 
the composition, the mix of the type of drones to be put into shape 
for use. 

Mr. SHepparD. Does that indicate that the drones are of a different 
class? Just what is indicated in the field of operation which influences 
that factor? 

Admiral Russe.tu. The type of drone, which is the target for guided 
missiles, has to be more complex than the one we have used heretofore, 
sir. We have more photographic equipment in it so we can determine 
the distance of a miss. 

Other complex equipment is installed because we like to control it 
farther, as a drone, that is, farther away from the controlling station 
because of the danger due to the exploding missile. 

We would like to have a little more data as to what goes on in the 
case of ahit. The overhaul of this added instrumentation and equip- 
ment accounts for the increased overhaul unit cost. 

We also were using some larger drones and some different types of 
drones. 

Mr. SHepparp. In the table you reflect: 


Fiscal year Fiscal year Fiseal year 
1955, Regular | 1956, Regular| 1957, Navy 
Navy only Navy only | and Reserve 


Aircraft: 
III = cnuiica: nen ics atabecplonn es olualieerk et eee eee camene te baseicaa ee $55, 022 $52, 035 $51, 449 
ain = an, cilia taco co cui ae miei cae eeeiewl 27, 426 29, 467 32, 185 
EE oa Fai Giseetnecetadnadntadenaenankediin eis 4 11, 902 30, 422 32, 654 
I< wnt aincieen teiinageem enn elpasee ks iébGnece piecaeets 40, 650 42, 917 43, 458 
Engines: 
Jets: 
NS tars oni ck eieiaiabinareidbamaeeal asides Schl iansapiitie 4,415 4, 589 4, 877 
Re ik. snincie aetgtninpciaiaksaaanuticd ie sig rn tacadlaiceihloriacales eels 5, 028 4, 588 4, 147 
Propeller: 
I cscs co ste altel cacao enema drake 5, 659 4, 783 4, 323 
SEN aioe kbodunucedesaiteelwushacedbacanekmkieddunene 1, 578 1, 437 1, 490 


I presume that is obviously within the operation of the field of 
combat. Is that correct or incorrect? 

Admiral Russreuu. In general, that is correct, sir. The types of 
which we are speaking are used in combat. The variation of cost is 
due to the mixture of particular types. 

Mr. SHepparD. But not to operational requirements as such? 

Admiral Russreuyi. Not necessarily; no, sir. 

Mr. SHepparp. Let us pick up percentage reflected in your engines. 

Admiral Russevtu. As the greater numbers of newer complex jet 
engines require overhaul, the unit cost of the jet category will increase 
in relation to the complexity and time required to establish assembly 
line processes. In 1956 the proportion of this complexity is higher 
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than it will be in 1957. It is just a matter of the mixture of engines 
coming up for overhaul, sir. 

Mr. SHEPPARD. Same explanation applies to others? 

Admiral Russe. Yes, sir. 

Mr. Suxpparp. I notice there is a recession in cost in the propeller 

operations, in other words, from 1955 it was $5,659, in 1957 contem- 
7 ated it is $4,323. Does that explanation also come out of the same 
field you gave us pertaining to the other operations percentagewise? 

Admiral Russexu. Yes, sir. Plus the fact that as experience in- 
creases this operation can be done a little more cheaply. 


EFFICIENCY IN OVERHAUL OPERATION 


Mr. SHEPPARD. Last year you estimated 8 percent savings in im= 
proved management and operating techniques. What specific success 
have you had in this field and what is ‘the outlook in the fiscal year 
1957? 

We get pretty severe in our interrogations at times and here is one 
place I will let you go ahead and talk. Let us see what you have done 
and what you can do. 

Admiral Russre.u. During fiscal year 1955 we achieved a 6% percent 
increase in efficiency in our aircraft and engine overhauls over that in 
fiscal year 1954. We expect to reach an 8 percent improvement over 
the original 1954 figure and maintain this improvement throughout 
1957. 

This increase in efficiency we would hope to hold in the future. 

As to detail, Mr. Chairman, if you wish detail on this subject, I 
would ¢all on my maintenance division officer for a short statement as 
to the methods which have been introduced to obtain greater efficiency. 

Mr. SuepparD. I think it is your privilege. Do you have somebody 
who can address himself specifically? 

Admiral Russeiu. Captain Reynolds, Director of the Maintenance 
Division, Bureau of Aeronautics, sir. 

Captain Rrynotps. We have instituted a number of management 
improvement programs in our industrial plants to achieve greater 
efficiency in operation and to gain savings in manpower and money. 
These programs include, for example, the establishment of job per- 
formance standards as the result of having made operational analyses 
of the-jobs to be done and having improved the methods used. These 
programs have been of great assistance. the achievement of the 
6% percent increased efficiency. 

The gain in efficiency which we have experienced in the past 2 or 
3 years, we expect will continue, but at a reduced rate, because as 
more complex types of aircraft and engines come into our shops to be 
overhauled, our methods of operation must be changed; our perform- 
ance standards must be reengineered. Major gains as the result of 
experience on specific models will be offset partially by relatively 
lower efficiency on newer types. 

As those aircraft develop and stabilize and the complexities become 
routine, the rise in overall efficiency gains will again begin to grow. 

Mr. Suepparp. That is by operational experience? 

Captain Reynoups. By operational experience and by getting into 
those new operations and those new procedures. 





466 


The tooling and facilities are having to be changed and modernized, 
and as those come in there will be additional gains. Those gains 
will show up in the next few years. We expect to exert every effort 
to hold the gains we have made and in the next 2 or 3 years we will 
again begin to get further gains in efficiency. 

At the present time we are just about able to hold our own at 8 per- 
cent. 

Mr. Suepparp. In establishing your percentage you can do it on 
a basis of firmer determination at the expiration of the year than you 
can in the anticipated function. Is that correct, Captain? 

Captain Reyno.tps. By far, sir; yes, sir. 

Mr. SuepparD. In other words, there are many times when these 
planes are brought in for overhaul where under normal procedure 
you anticipate a pretty regular flow of rehabilitation requirement. 
You then find other factors develop which are unforeseeable and unde- 
terminable. Is that true? 

Captain RryNo ps. Yes, sir. 

Mr. SHepparD. So that so far as forecasting your efficiency and 
percentages here, it is all right to take an estimated account of per- 
centage, but the real answer comes at the expiration of the year because 
then, after you have completed your bookkeeping, you know your 
cost factors involved behind each contract; do you not? 

Captain Rryno.ps. Yes, sir; then one can figure the dollars put in, 
the products that come out, and arrive at an answer of efficiency 
gain based on what actually was done. 

Mr. SHepparD. Last year when you came up, Captain, you gave us 
an estimated 8 percent. 

Have you accomplished the 8 percent insofar as your records will 
permit an answer at this time? 

Captain Rrynotps. We have achieved the 6% percent, and our 
records show we are approaching the 8 percent. By the end of the 
year, we expect to be there. 

Mr. SuHepparp. I think that is a very fine statement and it covers 
the situation very well. 

What portion of your overhaul activities are done commercially? 


COMMERCIAL OVERHAUL 


Admiral Russetu. In fiscal year 1957 we are requesting $27.9 
million to overhaul aircraft commercially. This represents about 12 
percent of our request, Mr. Chairman. 

Mr. Suepparp. How does that compare with the past 2 or 3 years? 

Admiral Russevu. I have data at hand for 2 years, fiscal years 
1955 and 1956. They are about level at $15.9 millions and about 8 
percent of our dollar cost of overhaul, sir. 

Mr. WiaGLeswortnH. An increase from 8 to 12 percent? 

Admiral Russrevu. Yes, sir; more commercial overhauls are being 
scheduled for 1957. 

Mr. Suepparp. Is that being done on the basis of giving to private 
business an additional amount of that work as compared to what 
Navy heretofore would have done within its own confines or abilities? 

Admiral Russe.u. No, sir. It is due primarily to the nature of 
overhauls, those overhauls which adapt themselves to commercial 
work, and to the need for the work to be done. 
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Mr. SHePparD. Have commercial unit costs increased or decreased 
in the last fiscal year? 

Admiral Russe.u. They have increased, sir, together with the cost 
of, labor and material. 

Mr. SHeppParD. Is that increase reflected also in new devices being 
handed to them to overhaul as compared to what they had prior? 

Captain ReyNnoutps. To a degree, sir. However, unit costs them- 
selves are going up for the same work. 

Mr. SHEPPARD. How do commercial overhaul practices of the 
Navy compare with those of the Air Force, if you can tell us? 

Mr. Lewis. We do not have the Air Force cost immediately 
available except in those cases where we overhaul for the Air Force, 
in which case, of course, the costs are identical. 

Mr. SHepparp. That I would assume. 

Now, Mr. Secretary, that presents a rather interesting question. 
Those gentlemen are sitting there in the ivory tower of the Depart- 
ment of Defense, and I am wondering how many cost factors they 
take into consideration when they apportion and adjudicate the funds 
for the Navy. Have you any answer, either on or off the record? 

Mr. Franke. Off the record. 

(Discussion held off the record.) 

Mr. SHepparD. What is the method that you use to handle your 
contracts for overhaul purposes where you are contracting into the 
field of private business? 

Captain Reyno.ps. In contracting for this commercial work, 
when it is the type of which we were just speaking (modification or 
rework due to changes required or modernization), it is almost neces- 
sary to go back to the company which originally made the item and 
which did the previous engineering to carry on with that engineering. 

Otherwise, it is a question of bidding, setting out specifications 
and having the capable companies bid on those specifications. 

Mr. SHepparpD. Captain, before we get into a commitment category, 
I want to get amplification. When you say “bidding” what do you 
mean? It seems to be a confused concept between the Congréss and 
the military. Will you define for me how you apply that word 
“bidding”? What does it mean? 

Captain Reynoups. We set up a specification of the work we want 
done and advertise that specification to those firms which have 
indicated they can do that kind of work and have been approved. 
They submit bids as to what they will do the job for under the specifica- 
tions, the costs that they will charge, and then the bids are considered 
’ and a contract is let. 

Mr. SuHepparpb. To the low bidder? 

Captain Rrynotps. The low bidder or the capable bidder. There 
are sometimes extenuating conditions where the low bidder—— 

Mr. Suepparp. Who defines ‘“‘capability’’? 

Admiral Russexu. It is the combined judgment within the Bureau 
of Aeronautics, sir. 

Mr. SHepparp. What does it constitute? 

Admiral Russe.u. We have a contract review board which sits and 
determines, after examining the intended contractor’s resources, his 
skills, and his reputation, even his financial soundness in certain cases, 
that he can complete the job satisfactorily for the Government. If he 
then has the low price he will get the work. 
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Mr. SHEpparD. Is it part of the qualifications that he has functioned 
in the field to which the bid is being directed? 

Admiral Russe.u. Not necessarily, sir. 

Mr. SuHepparpD. Then the only reason a low bidder would be rejected 
would be that of inability to perform the work, underfinanced, and 
what else? 

Admiral Russexu. Technical capability. 

Mr. SHepparpD. Available or unobtainable? 

Admiral Russe.u. He could obtain the technical skill presumably. 

Mr. Suepparp. In other words, you would not throw him out just 
because he didn’t have the amount of technicians you thought advis- 
able if he assured you that he could get them? 

Admiral Russe.u. That is correct, sir. 

Mr. SuHepparD. Now under a specification of that character it is a 
very fine operation. What happens when he opens up the job and 
finds something else on the plane which is not blanketed within the 
specifications? 

Admiral Russe.u. We can amend the contract, sir, to include the 
work, provided we are satisfied with the price and the manner in 
which the work will be done. 

Mr. SHepparD. Well, if he has the plane in the shop what would 
happen if his price didn’t meet with your approval? It is there. 
What will you do then? 

Admiral Russe.u. We would have the alternative of telling him we 
would not have the work done there, or possibly we could negotiate 
with him for a better price, telling him his price is out of line but if 
he would give us a satisfactory price we would then have him go 
ahead with the work. 

Mr. Suepparp. I don’t want to go into too much detail, but it does 
occur to me that even for a reasonable price differential there would 
be quite a field of negotiation there as against taking the plane out 
and having it done some place else because of additional cost. Is 
that right? 

Admiral Russe.u. Yes, sir; but usually changes would be minor in 
nature, and we would hope not to have any changes once we settled 
on a firm deal. 

Mr. SHepparD. What is the field you have available today in 
recognized and established overhaul operators? How big a field do 
you feel you have access to? 

Captain Rryno.ps. It depends on the type. There are about 12 
in some of the larger types of aircraft, and in the smaller types it runs 


as high as 60. Qualifications as to the size of the facilities and past ° 


capabilities in machinery and equipment give us a maximum of about 
60 contractors. 

Mr. SuepparD. Have you been called on at any time, counting 

your experience in this field, to in any manner deviate from your 
contractual procedure, the procedure you have just conveyed to the 
committee, because of employment status within geographical areas? 

Admiral Russe.u. Distressed areas? 

Mr. SHEPPARD. Yes. 

Admiral Russretu. We have a policy of directing work, where it is 
reasonable to do so, to areas that need the work, either because of a 
surplus of labor, or because of a catastrophe which has set the people 
back in that particular area. 
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Mr. SHEPPARD. Have you had to do that? 

Admiral Russe... In the case of the overhaul of aircraft, no, sir. 

Mr. SHEPPARD. So we have no cost factor involved there? 

Admiral Russexu. That is right, sir. 

Mr. SHepPparD. How many of the total firms to which the captain 
referred in their respective fields of competency do you consider are 
necessary for so-called standby use? Other terminology might be 
applied to it, such as D-day, and what not, in other words, to keep 
them in business because of future necessity? 

Admiral Russevu. Of course, we like to see a reasonable base upon 
which to expand; and the type of concern which can handle overhaul 
work, to which Captain Reynolds has spoken, is normally the airplane 
component manufacturer. He makes such items as tail surfaces, 
ailerons, wings, sections of the fuselage for the larger companies. Or, 
on the other hand, it might be the major company itself which would 
undertake to overhaul, depending on the workload in the factory. 

I should like to point out, sir, that the availability of firms to do 
contract overhaul work for the Navy varies, and if the——— 

Mr. SHEPPARD. J thought it was presently highly competitive. 

Admiral Russe... It is currently; yes, sir. However, should 
another Korea come we would be denied the services of these firms to 
do this work because they would be engaged in making new airplanes. 

Mr. SHepparD. Something more important? 

Admiral Russe.u. It is a very uncertain area in which to go. You 
never can tell how many might be available to do overhaul. 

Mr. Suepparp. I think for the purpose of the record you have 
covered the situation so that all the answers are there. There has 
been considerable discussion about competitive factors versus negotia- 
tions. The Navy policy has been established that you operate in the 
bid area to the degree there are competent and capable people to 
function under the contracts you desire to issue. 

Admiral Russevu. That is correct, sir. 

Mr. SHEPPARD. Questions on activity No. 3? 

Mr. Andrews? 


OVERHAUL OF AIRCRAFT BY PRIVATE INDUSTRY 


Mr. Anprews. Admiral, what determines the amount of work you 
give to private industry? 

Admiral Russet. In the overhaul of aircraft, sir? 

Mr. ANpReEws. Yes. 

Admiral Russeuu. It is determined largely by the nature of work 
to be done. For example, an aircraft which is a transport type similar 
to a commercial version is a very suitable item to put out to industry, 
because there we have advance knowledge of the kind and amount of 
work to be done, can have it bid for competitively and can get a firm 
contract. 

Mr. Anprews. In just the ordinary run of engine overhaul, do you 
try to do all of it that you can in your Navy shops? 

Admiral Russe.u. Yes, sir. 

Mr. Anprews. And then give what surplus remains to private 
industry? 

Admiral Russex.y. Well, it is a matter of capacity, and ordinarily 
the engines are done entirely within the Navy. 














470 


Mr. AnprEws. So there is some special reason, then, why you place 
work with industry? 

Captain Reynoups. One of the most important things is that this 
workload varies, and it peaks at times. In order to do it in our own 
establishment we would have to hire for the peaks and then fire. We 
try to level off those peaks and keep a normal workload. That is 
one of the biggest determining factors in doing these things, to keep 
a level workload, a sold base, and put out to contractors the work.that 
can be done by them to eliminate that peak. 

Mr. Anprews. Off the record. 

(Discussion held off the record.) 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Suepparp. Mr. Norrell? 

Mr. Norrevyi. What is the average life, first, of a plane; secondly, 
of an overhauled plane? 

Admiral Russe.u. The life between overhauls varies with the type 
of airplane, and we can give you in general terms an answer on that. 
Let us take a jet fighter, for example. It would be on the order of 23 
months. A patrol plane might be longer. 

But the aircraft, having gone through this particular service use 
and been overhauled, then goes back to the fleet, and normally is 
used through three cyeles of operation. We do not overhaul an 
airplane unless it is to be used for at least 12 months after the overhaul. 

Eventually the airplane’s use is discontinued. It is put into storage 
or disposed of, either by sale or for scrap. 

Mr. Norrevu. That is all, Mr. Chairman. 
Mr. Suepparpb. Mr. Wigglesworth? 


COMPARISON OF 1956 WITH 1957 ESTIMATES 


Mr. WiaeieswortH. You are asking $220 million as against $213.7 
million in the current fiscal year, an increase of $6.5 million. 

In the reprograming to which we referred to this morning there 
appears to be an item against aircraft overhaul, United States Navy, 
a reduction of $13.6 million. Would that reduction be reflected in 
the $213.7 million figure? 

Mr. Lewis. The reduction, Mr. Wigglesworth, occurred basically 
because of a decrease of 503 in the number of aircraft being overhauled 
during the current year. 

Mr. WicGLreswortu. I am trying to ascertain whether or not the 
decrease of $13.6 million is reflected in the $213.7 million estimated 
obligation figure on page 11 of the justifications. 

Mr. Lewis. That decrease is reflected there, sir. 

Mr. WigGLeswortH. What is an actual obligation figure against 
the $213,730,000 estimated for fiscal 1956? 

Mr. Lewis. $113,540,165 under the section 1311 criteria, with an 
additional $54,978,245 committed, or a total obligated and committed 
of 78.8 percent as of January 31. 

Mr. Wiaeieswortnh. This is the first year, as I understand it, 
that the Regular item and the Reserve item have been handled 
jomtly. Is that correct? 

Admiral Russeut. It is, Mr. Wigglesworth. 
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NUMBERS OF AIRCRAFT TO BE OVERHAULED 


Mr. WiacieswortH. I understand in terms of number of aircraft 
to be overhauled you estimate 3,943 in 1957, 3,651 in 1956, and 3,858 
in 1955? 

Admiral RussE.tu. Yes, sir. 

Mr. WiceLeswortu. Can you tell me of that 3,858 in 1955 how many 
were in the Regular item and how many were in the Reserve item? 

Captain Rnynoups. 631 of the 3,858 in 1955 were in the Naval 
Reserve. 

Mr. WiceLeswortuH. That left an actual figure for the Regular 
Navy of 3,227. Is that right? 

Captain Reyno.tps. Yes, sir. 

Mr. WiGGLeswortu. I was interested in that because when you 
gave us that figure originally it was 3,373 and when you came up a year 
ago it was 3,331, and actually it is apparently 3,227. 

Similarly with respect to engine overhauls, I understand you esti- 
mate 12,005 for 1957 as compared to 9,563 in 1956, and 8,806 in 1955. 
Can you tell me how many of that 8,806 in 1955 were Regular and how 
many in Reserve? 

Captain Reynoups. Reserve was 528 of the 8,806. 

Mr. Wiccieswortu. Leaving a balance of 8,278? 

Captain Rryno.ps. Yes, sir. 

Mr. Wiaatesworta. The first figure you gave us for engines to be 
overhauled in 1955 was 11,323, and last year when you were here you 
gave us an estimate of 5,899. Now you tell us, a few months later, 
it turned out to be 8,278. Offhand it would not seem possible there 
could be such a variation as that. It would look as though the 
figures you now give us, or the figures which appear in the record of 
last year, on page 547, have something wrong with them. 

Captain Reynotps. There must be something wrong with that 
figure, sir. 

Mr. Wiaaresworts. I wish you would look into this, when you 
revise your remarks, and try to reconcile the differences in both cases. 

Captain Rryno.ps. Yes, sir; we will do that, sir. 

(The information requested is as follows:) 

The 1955 engine overhaul schedule presented with the 1956 budget contained 
8,669 engine overhauls to support the Regular Navy operating program. The 
8,669 engine overhauls included 5,899 reciprocating engines and 2,570 jet engines. 

Mr. Wiac.ieswortu. Generally speaking why are the costs of non- 
combat-aircraft overhauls increasing substantially from year to year 
while the cost of combat-aircraft overhauls are coming down? 

Admiral Russetu. The increase over fiscal year 1955 in the non- 
combat category, Mr. Wigglesworth, is due to the mixture of the 
various models to be overhauled. This is exemplified particularly in 
the transport class. 

Mr. Wiacaiesworrn. I notice non-combat-overhaul costs 2 years 
ago was 27,000 plus. This year it goes up to 29,000 plus. Next year 
you anticipate it will go up to 32,000 plus. 

Then you go from 11.9 to 30.4 to 32.6 for drone overhauls. The 
combat unit cost is less. Why does that condition prevail? 

Admiral Russetu. I do not have those particular comparative 
figures, sir; but they appear to be regular Navy figures only for the 
prior years. In the comparative figures I have on the total overhaul 
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programs for 3 years, the noncombat overhauls do show a steady in- 
crease in average unit cost due to the composition of model types. 

Mr. Wice.eswortsH. And the drones, also? 

Admiral Russe.tu. And the drones, also; yes, sir. 

Mr. WiacieswortsH. Do you have some mathematical computation 
in each of these cases? 

Admiral Russreiu. Yes, sir. We know exactly the number and 
the type and cost. 

Mr. Wiceiesworts. It does not help me to state simply that 
there is a change in the general mix. I would like to see a computa- 
tion showing how you arrive at these increases. 

Admiral Russre.u. Yes, sir. You understand, sir; there are certain 
numbers of aircraft to be overhauled in 1 year and that these aircraft 
are of different types? 

Mr. WiceteswortH. Yes. Please furnish the committee, if you 
will, a tabulation showing how you arrive at these figures. I under- 
stand the general process. I want to see the mathematics of it. I 
don’t care about it for the record. Let us have it for the committee. 

* Admiral Russet. It will be supplied, sir. 
(This information was supplied to the committee.) 


ADEQUACY OF ESTIMATE 


Mr. Wiee.teswortu. How good is this estimate? I have in mind 
the fact I have referred to of a $13-million reprograming downward, 
and the fact that the estimates as to numbers of overhauls seem to 
have been substantially different from actualities, at least in 1955. 

Admiral Russeti. Mr. Wigglesworth, we consider this to be the 
firmest estimate we can make of something which will happen in the 
future. 

We cannot guarantee, of course, that things will evolve exactly as 
we have forecast here; but we must plan, we must plan as firmly as 
we can, sir, and you see before you the result of that planning. 

Mr. WiaeteswortH. You really expect to overhaul 3,943 planes 
and 12,005 engines in fiscal 1957? 

Admiral Russse.u. This is our plan, sir. 

Mr. Wiae.eswortnu. I know it is the plan, but I want to know how 
good the estimate is. Would you be surprised if a year hence it 
turned out you had not been able to make that number of overhauls? 

Admiral Russetu. There are always variations, sir, and it is my 
personal opinion that we are very conservative in this matter bere. 
We have set forth a schedule of overhaul requirements which will be 
hard for us to meet at the cost we have expressed here; in other 
words, I think if anything we have underpriced the overhauls required 
to support the flight operations program. 

Mr. WiecteswortH. How about the numbers? 

Admiral Russeiu. The numbers are a function of how many come 
from the fleet, our capacity to do the work, and, as I say, sir, this is 
the best forecast we can make at this time. 

Mr. WiGGLEeswortH. Would you be surprised if you came back 
here a year hence and told us you had been unable to make 3,943 over- 
hauls in planes and 12,005 in engines? 

Admiral Russe.u. I would not be unduly surprised, sir. 
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Mr. Wiae.eswortH. This is the best guess you can make as this 
time, but it may well develop you cannot make that number of over- 
hauls? 

Admiral Russe.u. Yes, sir; that is correct. 

Mr. WiaeieswortH. That is all, Mr. Chairman. 


INSURANCE ON AIRCRAFT 


Mr. SuepparD. Gentlemen, I have before me at the present time a 
report to the Committee on Appropriations from the General Account- 
ing Office and I am referring to page 13 of said report in which I find 
the following: 

By letter dated July 28, 1955, the Assistant Secretary of Defense (Supply and 
Logistics advised the Comptroller General that Government assumption of risk 
on airplanes in the open had been approved in principle and that appropriate 
modifications to the Armed Services Procurement Regulation are being developed. 
As of October 15, 1955, the ASPR had not been modified to implement the Govern- 
ment assumption of risk on airplanes in the open and the General Accounting 
Office has been advised informally that the delay was due to difficulty in obtaining 
agreement among the participants in the ASPR subcommittee as to the precise 
terms to be included in the revised ASPR. Pending release of a revision to 
ASPR implementing Government assumption of risk on airplanes in the open, 
pane os Force and Navy contracts continue to absorb this unnecessary insurance 
cost. 

Now, there has been a considerable length of time involved here, 
gentlemen, wherein if it is determined that we are to eliminate it, I 
think this committee and other committees interested in the appro- 
priations aspect of your function ought to have some explanation as 
to why this has not been consummated before this time. Any com- 
ments, Mr. Secretary, that you may wish to offer? 

Mr. Franke. I am not familiar with this, sir. 

Admiral Russreuy. I can speak generally to the proposition of 
aircraft insurance, sir. 

Mr. SHepparp. Very well. 

Admiral Russre.u. Under fixed-price type contracts, except with 
respect to Government-furnished property and except in two cases, 
which I will discuss later, the contractor normally assumes the risk 
of less of or damage to aircraft at contractor’s plant during manufac- 
ture and until delivered to and accepted by the Government. The 
Government assumes risk of loss or damage to Government-furnished 
property installed or to be installed in aircraft in accordance with the 
terms and conditions of the Government-furnished property clause 
of our standard contract. 

To the extent that the Government does not assume risk for loss or 
damage, the contractor, in accordance with normal business practice, 
customarily covers risk by insurance, most of which is reflected in 
the price of the aircraft. 

The first exception to the foregoing is the case of flight tests, taxi 
tests and other tests made in accordance with the provisions of the 
contract or previously approved in writing by our Bureau of Aero- 
nautics representatives at the contractor’s plant. 

Here, because of the extraordinary risk involved and the greatly 
increased rates, the Government elects to be a self-insurer and assumes 
the risk of loss or damage to the aircraft and Government-furnished 
property installed therein. Accordingly, the contractor does not 
carry insurance on aircraft during those periods. 
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The second exception is the one to which I think you have reference, 
the case of aircraft parked im the open. In order to conform with 
Government self-insurance policy, the Government now assumes risk 
of loss or damage to aircraft in the open which is defined to mean 
aircraft located wholly outside of buildings or roofed structures. 
This is intended primarily for application to aircraft shop-completed, 
but which are not ready for delivery by reason of noninstallation of 
unavailable either Government- or contractor-furnished equipment 
and which are removed from the production line to an area of the 
contractor’s premises which is wholly outside of the building or roofed 
structures of his plant. Here, again, the risk is considered to be over 
and above the normal business risk and has increased insurance rates. 
The Government assumes this risk rather than bear cost of insurance 
on the aircraft. 

In cost-type contracts, of course, title to the property acquired or 
purchased by the contractor, the cost of which the contractor is to be 
reimbursed under the contract, vests in the Government upon purchase 
or acquisition and the Government assumes risk of loss or damage to 
such property, including the aircraft during the various stages of its 
manufacture in accordance with the provisions of the Government 
property clause which is standard in our contracts. We have been 
proceeding under this general policy since I have been Chief of. the 
Bureau of Aeronautics, a period of about a year, sir, I would like to 
consult my staff as to the exact provisions. 

Mr. Chairman, insurance under fixed-price contracts is covered by 
Armed Services Procurement Regulation, paragraph 10-404. 

(This regulation is as follows:) 


INSURANCE UNDER FIxEp-Price CONTRACTS 


10-404 Aircraft in the open. Negotiated fixed-price type contracts for 
production or modification of aircraft (or missiles having the general character- 
istics of aircraft) shall provide that the Government shall assume the risk of loss 
or damage to aircraft in the open, and such contracts shall include the clause set 
forth below. Such assumption of risk shall be limited to aircraft in the open 
under conditions approved by the contracting officer. 


AIRCRAFT IN THE OPEN 


(a) Subject to the definitions and limitations prescribed in this clause, the 
Government assumes the risk of damage to or loss or destruction of aircraft! in 
the open; provided, that such damage, loss, or destruction is caused by any of the 
following perils: 

(i) Fire; lightning, windstorm, cyclone, tornado, hail; explosion; riot, 
riot attending a strike, civil commotion, vandalism and malicious mischief, 
sabotage; aircraft or objects falling therefrom; vehicles running on land or 
tracks, excluding vehicles owned or operated by the contractor or any agent 
or employee of the contractor; smoke; earthquake or voleanic eruption; 
flood, meaning thereby rising of a body of water; hostile or warlike action, 
including action in hindering, combating, or defending against an actual, 
impending or expected attack by any government or sovereign power (de 
jure or de facto), or by any authority using military, naval, or air forces, or 
by any agent of any such government, power, authority, or forces; or 

(ii) Other peril of a type not listed above, if such other peril is customarily 
covered by insurance (or by a reserve for self-insurance) in accordance with 
the normal practice of the contractor, or a prevailing practice in the industry 
in which the contractor is engaged with respect to similar property. 

1 When the above clause is ineluded in contracts for the procurement of missiles having the general char- 


acteristics of aircraft, substitute in the clause the word ‘‘missile’’ for the word “‘aircraft,’’ in each instance 
where the latter appears. 
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(b) For purposes of this clause: 

(i) The term “‘aircraft”’ means aircraft to be furnished to the Government 
under this contract, including complete aircraft; and aircraft in the course 
of manufacture or modification, including engines, instruments, subassem- 
blies, parts, and equipment instelled therein, or in process of installation, 
and all uninstalled property withdrawn from stores for installation in air- 
craft in the open or temporarily removed from such aircraft, provided such 
uninstalled property is in the open. 

(ii) The term “in the open” means located wholly outside of buildings or 
roofed structures. 

(c) The Government’s obligation under this clause shall extend only to aircraft 
in the open under conditions approved by the contracting officer, and shall not 
extend to the following: 

(i) loss, destruction, or damage resulting from failure of the contractor, 
due to willful misconduct or lack of good faith in any of the contractor’s 
managerial personnel, to maintain and administer a program for the main- 
tenance, repair, protection, and preservation of aircraft in the open, in 
accordance with sound industrial practice. The term ‘“Contractor’s 
managerial personnel” means the contractor’s directors, officers, and any 
of its managers, superintendents, or other equivalent representatives who 
have supervision or direction of all or substantially all of the contractor’s 
business, or all or substantially all of the contractor’s operation at any one 
plant or separate location at which this contract is performed, or a separate 
and complete major industrial operation in connection with the performance 
of this contract; 

(ii) loss, destruction, or damage to aircraft in the possession or control 
of any subcontractor, except to the extent that the subcontract, with the 
approval of the contracting officer and consistent with this clause, may 
otherwise provide. 

(d) The contractor warrants that the contract price does not and will not 
include any charge or reserve for insurance (including self-insurance funds or 
reserves) covering damage to or loss or destruction of aircraft in the open caused 
by any of the perils set forth in paragraph (a) hereof. 

(e) In-the event of damage to or loss-or destruction of aircraft in the open, the 
contractor shall take all reasonable steps to protect such aircraft from further 
damage, separate damaged and undamaged aircraft, put all aircraft in the best 
possible order, and furnish to the contracting officer a statement of: 

(i) the lost, destroyed, or damaged aircraft; 

(ii) the time and origin of the loss, destruction, or damage; 

(iii) all known interests in commingled property of which aircraft in the 
open are a part; 

(iv) the insurance, if any, covering any part of the interest in such 
commingled property. 

The contractor shall be reimbursed for expenditures made by it in performing 
its obligations under this paragraph, to the extent approved by the contracting 
officer and this contract shall be modified in writing accordingly. 

(f) If prior to acceptance by and delivery to the Government any aircraft in 

the open is lost, destroyed, or damaged due to any of the perils set forth in para- 

graph (a) hereof, the Government may, unless otherwise provided in this con- 
tract, elect to require that such aircraft be replaced by the contractor or restored 
by the contractor to the condition in which it was immediately prior to such 
damage. If the Government requires the aircraft to be replaced or restored, an 
equitable adjustment shall be made in the amount due under this contract and 
in the time required for its performance, and this contract shall be modified in 
writing accordingly. Alternatively, the Government may elect to terminate 
this contract as to any such lost, destroyed, or damaged aircraft, and in that 
event the rights of the parties shall be as provided in the clause entitled “Termi- 
nation for convenience of the Government.” 

(g) In the event the contractor is at any time reimbursed or compensated by 
any third person for any damage to or loss or destruction of any aircraft in the 
open caused by any peril set forth in paragraph (a) hereof for which the contractor 
has been compensated by the Government, it shall equitably reimburse the 
Government. The contractor shall do nothing to prejudice the Government’s 
rights to recover against third parties for any such loss, destruction or damage 
and, upon the request of the contracting officer, shall at the Government’s ex- 
pense, furnish to the Government all reasonable assistance and cooperation 
(including the prosecution of suit and the execution of instruments of assignment 
or subrogation in favor of the Government) in obtaining recovery. 
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(h) Any loss or destruction of, or damage to, property furnished by the Gov- 
ernment will be governed by the clause of this contract entitled ‘“Government- 
furnished property,” to the extent that such clause is, by its terms, applicable. 

(¢) Any loss, or destruction of, or damage to, aircraft occurring in connection 
with operations of said aireraft will be governed by the clause of this contract 
entitled ‘‘Flight risk,” to the extent that such clause is, by its terms, applicable. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. Am I to interpret from your answer that no place 
in the appropriation presently bemg requested, to wit for 1957, is there 
any allocation of money for plane insurance purposes? 

Admiral Russexu. Only insofar, sir, as this might be covered in the 
price of the aircraft. The contractor would insure and undoubtedly 
in the target price set he would contemplate the price of insurance 
under the conditions which are not covered here. 

Mr. SHepparD. That would be considered as a part of the contrac- 
tor’s cost factors, anyway? 

Admiral Russeuu. Yes, sir, under normal business practice. 

Mr. Suepparp. That is right, normal business practice; but again 
there are no moneys any place in this 1957 budget for you, to wit, the 
Navy, to pay premiums on insurance. I want to separate that from 
the cost factor that would be evidenced from a manufacturer. 

Admiral Russexu. In the fabrication of aircraft? 

Mr. SHepparp. That is excluded. We accept that as being an 
acceptable formula of business procedure. Aside from that is there 
any money in this 1957 budget that has insurance premium funds in it? 

Admiral Russetu. Not that I am aware of, sir. 

Captain Hirscu. There is none that I know of, sir. 

Admiral Russe.u. Let us make it affirmative. I am advised by my 
staff that there is not, sir. 

Mr. SHepparp. Any questions on that insurance issue? 

Mr. WiccLeswortH. No 
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Mr. SHEPPARD. Very well, we will pick up budget activity No. 4, 
“Station operation, Regular Navy,’ reflected on page 14 of the 
justifications. 
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I find your appropriation actual for 1955 was $154,066,337, and in 
1956 estimate it was a total of $178,287,000. Your estimate for 1957 
is reflected as being $195,049,000 and that reflects a differential, to 
wit, an increase of $16,762,000. 

I would like to have an explanation as to the increase, please. 

Admiral Russexy. In 1957 we are programing operations at most 
regular naval air stations at approximately the same level as 1956 
except for certain costs which are in addition to those experienced in 
1956. The increase consists of $4 million for maintaining and operat- 
ing new stations and facilities being opened in 1957; $2.2 million for 
maintaining and operating new construction becoming operational at 
existing stations in 1957; $2.5 million for implementing the Federal 

cataloging program; $1.2 ‘million for costs of re vising and maintaining 
the master shore station development plans; $4.4 million for stock fund 
issues of ship, electronic and automotive repair parts that were ob- 
tained formerly without cost to this particular budget activity. 
Finally, there is $2.5 million principally for full-year financing in 1957 

f new stations and new construction in being at the beginning of 1957 
which were operated for only a part of 1956. 

These figures add to a total of, in round figures, $16.8 million. 

Mr. SHepparp. Now, last year you estimated operation of 70 
stations; the present estimate for fiscal year 1956 is 68. What is the 
reason for the difference, and what stations are involved, if you please? 


CONSTRUCTION SLIPPAGE 


Admiral Russe.u. The reason for this difference, sir, is construction 
slippage involving 3 stations overseas, and additionally we have 
1 station, the Naval Ordnance Plant at Indianapolis, which is 
being transferred to Bureau of Aeronautics cognizance because the 
aircraft fire control manufacture, development, and repair carried on 
there are so integrally related to aircraft production. In this manner 
we show a net difference of two stations. 

Mr. SHepparp. What was the cause of the slippage in the stations 
you referred to? Do you know or do we have to get that information 
from the other Bureau? 

Admiral Russrevu. It is generally construction slippage. In one 
case there was some delay in arrangements for use of the station, but 
generally, sir, it was construction slippage. The details I do not have, 
Mr. Chairman. Thev would be available in the Bureau of Yards 
and Docks. 


ADDITIONAL STATIONS 


Mr. SHEPPARD. We will take that up with them. 

You anticipate the addition of four stations for fiscal year 1957 as 
well as certain other station changes. Where are those stations and 
what is their actual status at the present time? 

Admiral Russetu. The 4 stations are the naval auxiliary air station 
at Port Isabel, Tex., and 3 overseas stations which I shall give you off 
the record. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 

Mr. SHepparp. Will you give the date of commissioning of each? 

Admiral Russetu. The date of commissioning is June 1957 for 
Port Isabel, and its mission is to support the advanced training com- 
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mand and jet gunnery training. The plant account in this case is 
$5.5 million, and it is being funded in this current fiscal year, 1€56. 

Mr. WiaGcLeswortH. You mean that is the value when completed 
or as of now? | 

Admiral Russeuu. That will be the value of the new construction 
when completed, sir. There are four 5,000-foot runways, one hangar, 
and a parking area in existence at this site. 

Mr. WiccieswortH. What does the $5.5 million figure represent? 

Admiral Russev. It represents lengthening the runways and 
rehabilitating the hangars and parking areas. 

Mr. WiccLeswortH. Value when completed or value now? 

Admiral Russeuu. It is the value when completed, sir, of work to 
be done this fiscal year. 

Off the record. 

(Discussion off the record.) 


STATION ESTIMATES 


Mr. Suepparp. Now we will turn to page 2 of your justifications 
and I wish you would explain to me what is contained in the respective 
items starting with the first one, “‘Station estimates,’”’ $180,000,773. 

Admiral Russe... In the $180 million, sir, the station estimates 
are derived by application of standard unit costs. We contemplate 
a level of operations which is roughly 2.48 million more than 1956, 
which is accounted for by a partial year operation of some of the 
stations which were put into commission last year and which now 
reflect a full year’s workload as far as this funding is concerned. In 
addition there are other small items. 

Mr. SHepparpD. Taking in the complete unit costs as reflected— 
and you say that is what the composition is of $180 million? 

Admiral Russe.u. Yes, sir. 

Mr. SHepparpD. Has there been a series of increases reflected in the 
increments of the expenditures here? 

Admiral Russrevu. I am speaking only to the $180 million, Mr. 
Chairman. The other items are new items. 

Mr. SHepparp. Let us confine ourselves to the $180 million, and 
I will address myself to the others when we come to them, please. 

Admiral Russetu. Yes, sir. My explanation pertains to the $2.48 
million increase which is accounted for largely by the full year opera- 
tion of functions which were required to be performed during only a 
part of a year in 1956. 


COST OF NEW STATION FACILITIES BEING ACTIVITATED IN 1957 


Mr. Sueprarp. All right. Pick up your cost of new station facili- 
ties being activated in 1957, reflecting a request for $3,951,000. 

Admiral Russetu. Port Isabel, $940,000. I have amounts for the 
three overseas stations (off the record.) 

Mr. SHepparp. All right. 

(Discussion off the record.) 

Admiral Russe... For one overseas station, $1,275,000; for another, 
$518,000; for a third, $368,000. In addition, there is for the Photo 
Intelligence Center at Suitland, Md., $300,000; for the South San 
Diego Bay facility for seaplanes, $300,000; and for an outlying field 
in the Hawaiian Islands, $250,000. 
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COST OF OPERATING AND MAINTAINING NEW CONSTRUCTION BECOMING 
OPERATIONAL AT EXISTING STATIONS FOR 1957 


Mr. SHepparp. Let us pick up the next item, cost of operating and 
maintaining new construction becoming operational at existing 
stations for 1957. You reflected $2,180,000. 

Admiral Russetu. The $2,180,000 is made up of the cost of oper- 
ating and maintaining new construction becoming operational at 
existing stations. By this we mean, sir, new hangars, in some cases 
new housing and generally structures which have been added to 
existing installations. 


COST OF FEDERAL CATALOGING PROGRAM 


Mr. Suepparp. All right, your next item is cost of Federal 
cataloging program, $2,490,000. 

Admiral Russretu. Captain Davison will speak to the Federal 
cataloging, sir. 

Captain Davison. This is the conversion of existing stock numbers 
to the new Federal stock numbers at the direction of the Congress 
which has been in progress for several years. It is computed on the 
basis of the number of line items of inventory to be converted at a 
unit price of $1.84 per line item. The total number of line items for 
conversion is 1,632,776. This embraces an increase over the current 
vear because the classes of material which are undergoing this process 
in 1957 are primarily in the aviation categories on our stations. 

Mr. SuHepparD. That is what you attribute the present-day cost to? 

Captain Davison. Yes, sir. 

Mr. SHepparp. As against the cost of last year’s operation; is that 
correct? 

Captain Davison. Yes, sir; the program is much larger because we 
are now going to convert our aviation items. 


COST OF REVISING MASTER SHORE STATION DEVELOPMENT PLANS 


Mr. SHepparp. All right, pick up the next item, “Cost of revising 
master shore station development plans, $1,260,000.’’ Gentlemen, | 
want some pretty explicit information on that revision operation. 

Admiral Russe... Right, sir. In order to further economy and to 
have the most practicable shore station support for naval aviation, 
we must have good, sound development plans. The figure here, 
$1,260,000, involves some twenty-seven hundred individual plans, and 
the unit cost thereof is on the order of $370 per plan. It also involves 
a series of power surveys so that we will know what our power needs 
are and now we should plan for them. There are 29 stations to be 
surveyed for power needs and it will cost about $9,000 per station to 
run these surveys. 

Mr. SHepparD. Who is functioning for the Navy in this revisional 
operation? Are you doing it yourself or having it done by contract? 

Captain Davison. Primarily by contract, sir. In some cases there 
may be a staff available which can be expanded to do it, but in general 
our public works department staffs are not adequate to carry out this 
program. 


74195—56——31 
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Mr. Suepparp. As I understand it from past experience and infor- 
mation to the committee, each one of your shore stations has and has 
had from almost its inception a master plan. Am I right so far? 

Captain Davison. That is correct, sir. 

Mr. SHEPPARD. All right. Now, because of certain improved con- 
ditions or revised requirements you find it necessary to go in and make 
a complete revision or proportional revision of those master plans for 
clarifying purposes. Is that correct? 

Captain Davison. That is correct, sir. 

Mr. SHepparp. All right. I would assume these people doing your 
revision are engineers; is that correct? 

Admiral RusseEuu. Yes, sir. 

Mr. SHepparp. They would go to a station and about the first 
thing they would do is sit down with your public works officer and 
— over the master plan and start revisional requirements from 
there? 

Captain Davison. That is correct, sir. 

en SNR When they get done, they submit their report to 
whom 

Captain Davison. They submit it to the Bureau of Aeronautics, 
sir. ‘The reports are submitted also to the Bureau of Yards and Docks 
and to the Chief of Naval Operations for approval. 

Mr. SHepparpD, Now, having employed these firms for a specific 
purpose, to wit, revision of these plans, who, then, second guesses the 
operation, if anybody? Do you accept the plans as you bought them 
and paid for them, and the revised recommendations made by the 
contractors, or your own people who are making the survey, or is there 
rereview and readjustment of the plans? 

Captain Davison. The contractors are given the criteria from which 
to work and the general instructions that would be applicable to the 
carrying out of our mission. They then look into the feasibility of 
meeting the requirements to meet that mission and locating the con- 
struction, drawing the general layout plans, and providing them to us. 

With the guidance which they are given at the start and the general 
liaison and supervision during the course of the contract, we feel that 
with their own professional competence they should give us a plan for 
the projected mission of the station which will be realistic, feasible, 
and worthy of becoming the basis for planning new or replacement 
construction. 

Mr. Suepparp. All right. Assuming that the plans have gone 
through the required review premise, whatever that may be, how 
soon or how long does it take to have the master plan reflected back 
again to the particular station where revisions have been suggested 
and formulated? 

Captain Davison. The stetion has the master plan, as soon as it 
is completed and approved. When they are given any change in 
mission due to relocation of squadrons or changes in missions of 
squadrons that occupy the station, they, at that time, make a recom- 
mendation for a revision to accommodate it and we in the Bureau 
attempt to sponsor the revision in the public works program. 

Mr. SuepparD. In other words, as I interpret your answer the 
value emanating from the revised functions to which we are presently 
addressing ourselves is of more value perhaps to you in the Bureau 
for the purpose of assigning missions than it might be to the local 
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public works officer so far as the immediate concept is concerned; 
is that right or is that wrong? 

Admiral Russe... That is right, sir. I believe you can see in the 
long run we would save a great deal of public funds by having a plan 
to work toward. 

Mr. SHepparD. There is no question of that. 

Admiral Russeuu. I should point out this is not only for peace 
time operations, but the master plan involves what we should do in 
the way of development if we go to war. 

Mr. SHeprarp. How long have we been in the operation of this 
revision reflected here that we are just discussing? 

Admiral Russe.u. There have, of course, been plans right along, 
but this is our effort to plan our shore facilities to match the ever- 
changing complexion of aviation. Jet airplanes are quite different 
from the World War II planes for which a great number of the stations 
we have were designed. In length of runways, strength of runways, 
facilities for handling traffic, air-approach clearances, and generally, 
our stations are somewhat outmoded because of the revolutionary 
change in aviation. 

Mr. SuepparpD. Having perfected the plans you are referring to and 
having them available for the purpose of assigning operations on these 
particular stations, would that not obviously give you a more deter- 
minable factor as to where ‘“‘A”’ operation should be located as against 
possibly “B’’ operation? 

Admiral Russe... Yes, sir, it would. 

Mr. SHEPPARD. I assume that in some circumstances in which here- 
tofore you might have been criticized for locating an activity in “‘X”’ 
geographical area, that you have done it largely premised upon the 
result of your master planning to the degree it was available at the time 
you made your assignment? 

Admiral Russguu. Yes, sir. 


COST OF STOCK FUND ISSUES OF REPAIR PARTS 


Mr. Suepparp. Let us pick up the next item, ‘“‘Cost of stock fund 
issues” of repair parts formerly obtained without cost to this budget 
activity, in the amount of $4,395,000. 

Admiral Russe.u. This is due to conversion of common repair 
parts to the Navy stock fund, specifically, ship, electronic, and auto- 
motive repair parts. 

Mr. WiaGieswortn. Putting them under stock fund control now? 

Admiral Russe. Yes, sir. 

Mr. Wiaeiesworrtu. They have not been there before? 

Admiral Russe.u. That is correct. This change in financing has 

resulted in an increasing cost to this particular budget activity. The 
amount reflected in this table is Bureau of Aeronautics annual usage 
of parts being converted to the Navy stock fund in 1957. 
_ Mr. Suepparp. What was the cost factor that was involved in this 
issue last year, where was it located in your budget, and what is the 
cost factor composed of? It could be stock, it could be a series of 
things’ here. Please define it, will you? 

Captain Hirscu. This was not in this particular budget activity 
last. year because these parts were being supplied at no cost to the 
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individual station using them. They were paid for by the Bureau 
and distributed as required to meet the needs of the stations. 
Mr. SHEPPARD. Out of what fund? 


Captain Hrrscu. Out of the appropriation purchase account, the 
APA account. 


Mr. Suepparp. Can you give us a comparable cost of last year even 
though it was taken out of APA funds? 

Captain Hirscu. I believe that this is about an annual usage rate 
for this type of material, though I do not have specific figures. 

Mr. SHepparp. Your answer at the moment would be approxi- 
mately this figure? 

Captain Hirscu. Yes, sir. 

Mr. SueprparD. When the record comes down, run a general check 
and make it as accurate as you can. 

(The information referred to follows:) 


The 1957 estimates for the cost of repair parts to be withdrawn from the Navy 
stock account were based on projections of the issues of these same items during 
fiseal vear 1955. Past issues of these repair parts, therefore, were about the same 


as those estimated for 1957, or approximately $4 million. 

There seems to be approximately a 30-percent increase in funds at 
the Naval air station at Chincoteague, Va.; why is that? 

Admiral Russexu. It is due to a change in accounting. During the 
last half of 1956 this appropriation will finance initially all. overhead 
costs at Chincoteague. Reimbursement will be obtained from Bureau 
of Ordnance for the portion of overhead applicable to its operations. 
This increase in 1957 is for the additional cost required for a full year 
operation of this method of financing. A comparable reduction is 
shown in the deductions for reimbursement in exhibit 9—D of the 
confidential supplement. 


TRAINING IN GUIDED-MISSILE OPERATIONS 


Mr. SuHepparpD. Where does the Bureau of Aeronautics conduct its 
training in guided missiles? 

Admiral Russe.u. Mr. Sheppard, could I go off the record at this 
point and give you a complete summary? 

Mr. SHEPPARD. Give me your answer in general now and then file 
with the clerk a record of the response to the question; will you, please? 

Admiral Russetu. All right, sir. 

Off the record. 

(Discussion off the record.) 

Mr. SHepparD. Point Mugu is already established; let us have the 
answer as to that on the record. 

Admiral Russe.u. The training at Point Mugu is not appropriately 
classified as such here because Point Mugu is an experimental station 
only, sir, and training which is done there is only incidental to the 
reserch and development, evaluation and proving of the guided 
missiles. This applies also 

Mr. Suepparp. Point Mugu works more or less as a wedded opera- 
tion with Inyokern? 

Admiral Russet. Yes, sir; the same applies at Inyokern which is 
called China Lake now, sir. Training at both Point Mugu and at 
China Lake is limited to units which are formed and assist in evalua- 
tion. Training is not conducted as training per se. 
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Mr. SHepparD. Then the training that you are literally doing 
insofar as the guided-missile functions are concerned is elsewhere 
because, as you have stated, those at Point Mugu and Inyokern are 
not literally in the training category as such. 

Admiral Russexu. That is correct, sir. 

Mr. SHepparpD. They are more confined to testing and evaluation 
than training. 

Admiral Russeuu. Yes, sir. 

Mr. Suepparp. As I understand, at Point Mugu you have possibly 
18 bodies that might be classified as training. So far as the training 
aspect is concerned you might have as much as 28 to 32 at China Lake 
or Inyokern wherein their operations there could be typified as train- 
ing; not totally applied to training, but proportionately speaking, that 
is reasonably right? 

Admiral Russe.u. | do not recall personally, Mr. Chairman. 

I am informed by the staff, however, that operational development 
force squadrons of the fleet do work here in connection with evaluation. 
And this could be classified partly as training. 

Mr. Suepparp. What activities within the Navy actually handle 
training? 

Admiral Russe. There is a school at the Naval air station, Jack- 
sonville, Fla., which is specifically devoted to guided missile training 
and there is one at Dam Neck, Va., for the same purpose. 

Mr. Suepparp. How many enlisted and officer personnel are being 
trained at this time in the use of guided missiles, by each category 
air to air, air to ground, and ground to air? Do you have that informa- 
tion or does it have to come from some other source? 

Admiral Russeuu. Off the record. 

Mr. Suepparp. I wish you would supply, for the use of the clerk 
and the committee, the total amount of enlisted and officer personnel 
in air to air, air to ground and ground to air. 

Admiral Russet. Yes, sir. 

(Nore.—This information was supplied the committee.) 

Mr. Suepparpb. Are guided missiles recoverable? 

Admiral Russextu. Only in the case of one type of the Regulus 
missile which is called the fleet training missile. It has landing gear 
attached which can be lowered and the missile itself can be controlled 
until actually back on the ground. 

Mr. SHepparp. How many missiles does each team or group fire 
during a training period? 

Admiral Russexu. Air to air fire 12 and air to ground fire 6 in a 
normal training period. 

Mr. SHepparp. Are the naval reservists being trained at this time 
in the use of guided missiles; if so, how many? 

Admiral Russexu. Training of the naval reservists has not yet been 
initiated, 

Mr. Suepparp. What are the plans in that respect? What we are 
trying to establish here, very frankly without any concealment, is just 
how much effort is being applied by the Navy in its training program 
as of now, or as contemplated in the budget for 1957, in the guided- 
missile field. 

The reason for making the inquiry is that we have been told by all 
of you gentlemen in the past that this is a very difficult and intricate 
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field of operation that is going to require exstensive and high intellectual 
personnel to handle it. Now we want to know what the score is. 

Admiral Comss. I do not have all those answers here now, but we 
will supply them for the committee. 

Mr. SHepparpD. What is the ordinary length of time it takes to train 
a — to handle a guided missile that you already have experience 
with? 

(Discussion off the record.) 

Mr. SHepparD. Do you feel that under your present training 
arrangements in the guided-missile field you have adequate training 
provided for to take care of the potentials you presently are con- 
fronted with and for which you are presently budgeting? 

Admiral Russe.u. We feel we do, sir. I should like to point out 
this is an expanding activity. 

Mr. SHepparD. Are there any questions? 


STATION OPERATIONS AND MAINTENANCE 


Mr. Wice.teswortu. This item covers both operations and mainte- 
nance, does it not? 

Admiral Russeuu. Yes, sir. The operations in this case, however, 
are all operations of the plant. 

Mr. WicGLEswortH. Well, what is the maintenance? 

Admiral RussreLut. The maintenance is of the buildings and the 
facilities at the air station. 

Mr. WiceLeswortH. Roughly how much of the total is for opera- 
tions, and how much is for maintenance? 

Admiral Russe.u. Seventy percent is for operations and _ thirty 
percent for maintenance, roughly. 

Mr. WiecLeswortH. What is your obligation figure against the 
$178,287 ,000 which you expect to obligate in the current fiscal year? 

Mr. Lewis. The obligations as of January 31 were $101,708,064, 
with commitments outstanding on that date of $36,124,801—for a 
total obligated and committed of $137,832,865, which amounts to 
77.3 percent of the availability. 

Mr. WiaGLeswortH. You gave us a breakdown of the increase of 
$16.7 million a little while ago in 6 categories. I assume that all of 
the new stations are already specifically authorized? 

Admiral RussEtu. Yes, sir; they are. 


FEDERAL CATALOGING 


Mr. WicGLeswortH. You gave us a figure of $2.5 million increase 
in the Federal cataloging work. What is the total for that activity 
and why the increase? 

Mr. Jones. The total number of items to be converted in 1957 is 
1,632,776. 

Mr. WiccLeswortH. What are the total obligations contemplated 
for this work in fiscal 1957? 

Mr. Jongs. $2,490,000. 

Mr. Wicc.Leswortu. Is that the total, or is that the increase? 

Mr. Jonss. That is the increase, sir. 

Mr. WiccLteswortH. What is the total? 

Mr. Jones. $3,228,000, sir. 
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Mr. Wicc.ieswortu. Why are you stepping that up so high? 

Mr. Jonss. This is the year for the conversion of all aviation items 
for which the Bureau of Aeronautics has primary responsibility. 

Mr. Wiccieswortn. Is this going to complete the job? 

Mr. Jongs. No, sir. 

Mr. WiacieswortH. Give us some yardstick for comparing the 
work in 1956 with the work in 1957 justifying the increase here from 
$700,000 to $3,200,000. 

Mr. Jonzgs. We will expend $738,000 in fiscal 1956 for this purpose. 
I do not have the number of line items here that were converted this 
year. It is the same unit cost—$1.84. 

Mr. WicGLeswortH. When you revise your remarks, either in 
terms of line items or some other yardstick, give us something that 
will show a comparison in the work in the 2 years, justifying this 
300-percent increase. 

Admiral Russetu. This year is the year in which most of the 
aviation items are scheduled to be placed under Federal catalog 
numbers and this accounts for the extreme effort represented by the 
increase shown here. 

Mr. WicGLEswortH. It may in general terms; but, specifically, 
I would like to know something by way of comparison justifying this 
very substantial dollar increase. You must have arrived at it on 
some mathematical basis. 

(The information requested is as follows:) 











1956 1957 
Cataloging of Navy supply items at air stations: | | 
Number of items to be converted... _- meee ete ids ansaid 361, 565 | 1, 632, 776 
aa ge Se cecceeeeeee-eee----| $666,000 | $3, 003, 000 
Cataloging of industrial production equipment: Estimated cost ini 2S 72, 000 | 225, 000 
Total estimated cost...........---.-- Ta Saute abies <inanstoncubh oko 738, 000 | 3, 228, 000 


STOCK FUND ISSUES OF REPAIR PARTS 


You say there is a $4.4 million increase in stock fund issues formerly 
obtained 

Admiral Russreti. Without cost to this budget activity, sir. 

Mr. Wiee.Lesworta. That represents, as I understand it, items that 
you plan to convert to stock fund control in fiscal 1957. 

Admiral Russe. Yes, sir. 

Mr. WieeLeswortH. When you revise your remarks, I wish you 
would define just what those items are. You told us in a general way, 
but define them specifically so that we can see what items you plan to 
put under that control in 1957. 

Admiral Russe. Yes, sir. 

(The information requested is as follows:) 
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Summary of material categories being placed under the Navy stock fund in fiscal year 
1957 
Material category: Representative items 


? DREW don on ddan babnengend ee Propellers, shafts, fuel pumps, and 
accessory and engine parts. 

Electronic repair parts-_---...---- Electron tubes, crystals, resistors, and 
capacitors. 

Clutches, gears, crankshafts and tires; 
also parts for construction and exca- 
vating equipment such as tractor 
treads, steam-shovel buckets, and bull- 
dozer blades. 

Mr. WieGLeswortH. When you say ‘Formerly without cost,’ you 
mean you did not have to procure them for the stock fund so it was 
not reflected in any cost in this item? 

Admiral Russetu. No, sir; those would not appear in this particular 
portion of the appropriation. 

Mr. WiaGLeswortu. In previous years— 

Admiral Russet. They would be procured through appropriated 
funds but not from this budget activity, sir. 

Mr. WiacieswortH. Does that mean there is a corresponding re- 
duction elsewhere? 

Admiral Russeuu. Yes, sir, it would mean that. 


COMPARISON OF ESTIMATES 


Mr. WiacLteswortH. Reading from last year’s hearings at page 557, 
I note the following statement: 

* * * Tn the confidential supplements before us you have given us a total of 
90 stations aggregating about $174,300,000 in 1956 as compared with $151,700,000 
in 1955 and $142,900,000 in 1954. 

This year you present your request in terms of 72 stations, including 
4 additional stations. Is this a reclassification of stations, or has there 
been a reduction in the number of stations, or what is the explanation? 

Admiral Russetu. The 90 stations last year included the Reserve 
stations, of which there are 21. The figures which you now see on 
page 14 include only the fleet support, the training, the miscellaneous, 
and the extra continental stations. 

Mr. WicGLeswortH. When you were here before you estimated 
you would require $174.3 million for the current fiscal year and you 
now estimate you will require $178.3 million, or an increase of $4 
million. That, I assume, represents some reprograming? 

Admiral Russe.u. It does, sir. 

Mr. WiecieswortH. Why the increase and from where did you 
get the additional $4 million? 

Mr. Lewis. The Congress in the spring of 1955 enacted a classified 
wage increase for per annum employees throughout the Federal 
Government. None of that wage increase was reflected in the estimate 
presented to this committee last year. We, therefore, had to repro- 
gram to cover the increase authorized by the Congress. The funds 
were derived from the reduced amounts in the flight operations and 
aircraft overhaul programs which were under:discussion this morning. 
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INCREASE REQUESTED FOR 1957 


Mr. WicGLeswortH. Looking at the tables which are given us in 
the confidential supplement for the 30 fleet-support stations, I notice 
in item after item’ there are substantial increases. For instance, in 
item No. 5 there is $300,000, or a 14-percent increase; in the case of 
the next item there is $300,000 increase, in about the same percentage; 
in the next item there is a $300,000 increase and in the following 
item there is $700,000 increase. There are substantial increases all 
through these stations and also in the list of 14 training stations, in 
the list of 6 miscellaneous facilities, and to some extent in the extra 
continental stations. 

Is there some general explanation of these substantial increases all 
along the line, or are they due to specific items in each instance? 

Mr. Lewis. The tabulation of the increases that were under dis- 
cussion earlier, with the exception of the amount for the new stations, 
are items that affect all existing stations. For example, we testified 
to the fact that repair parts for automotive equipment, electronic 
parts, and ship-repair parts were moving into the stock fund and 
that our stations would then have to pay for those parts when they 
were withdrawn from the stock fund for use. 

The use of those parts goes on throughout the Shore Establish- 
ment and this change in financing thus affects the amount for every 
station. Likewise, for the sum of approximately $2 million pro- 
geramed for the expansion of the Federal cataloging program; we 
have aeronautical material in being on all of our stations. The 
process of converting that inventory to the Federal stock classifica- 
tion in accordance with the congressional program will be going on 
at every station and is a factor generating increases in each one of 
the stations you have mentioned. 

In addition, on page C—6a of the confidential supplement, you will 
notice the reimbursement figure is increasing across the 3-year plan- 
ning estimate. In general, we are financing for other departments 
somewhat more in the way of work than we have been doing in the 
past. The cost is financed initially from our appropriation and we 
get reimbursed when the work is completed. That initial cost is 
reflected in the estimates for each station; the amount of reimburse- 
ment is deducted at the bottom in arriving at the grand total. 

Mr. Wiccieswortu. Does that mean that of the apparent increase 
of $16.7 million, $4.4 million is the cost of converting items to stock- 
fund control which will be reimbursed and that, therefore, the real 
increase is $12.3 million; or has that been taken into account in 
reaching the $16.7 million total? 

Mr. Lewis. The latter is the situation; it was taken into account 
in reaching the $16 million total increase. 


MASTER SHORE STATION DEVELOPMENT PLANS 


Mr. Wiccieswortn. What can you say about the item on page 
C-7 entitled “All other functions and units” which jumps from $1.8 
million 2 years ago to $2.2 million this year and $4.3 million, almost 


=) 


100 percent, in fiscal 1957? 
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Mr. Jones. Included in that total is the master shore station 
development cost and some of the new station facilities, which account 
for most of the increase. . 

Mr. WicGLesworts. To how much does that amount? 

Mr. Jones. The master shore station development plan is 
$1,260,000; the new stations’ amount is $250,000. 

Mr. WiccieswortnH. The master shore plan has not been reflected 
in this request heretofore. 

Mr. Jonzs. No, sir. 

Mr. WicGLeswortu. This is the first time. 

Mr. Jongs. That is correct, sir. 

Mr. Wicc.Lesworts. Is it a continuing item, or is that a l-year 
proposition? 

Mr. Jones. It is a continuing item. 

Mr. WiGGLEeswortu. It will appear in subsequent years. 

Mr. Jonsgs. Yes, sir. 

Mr. WiacLeswortH. And at about the level of $1.2 million, or will 
it increase or decrease in the future? 

Captain Davison. I think it will be approximately level until the 
present review is completed, say, in about 2 years; then it will decrease, 
sir. 
Mr. WicGLeswortn. For the record, give us a brief word about 
the plan. What is the nature of it? 

Captain Davison. This is the program I mentioned before of 
bringing up to date the master plans of the various shore establish- 
ments performing aviation functions. 

Mr. WiaGieswortH. What do you mean by “master plan’’? 

Captain Davison. The layouts of the stations, location of facilities, 
devotion of various areas of the station to different uses, with the 
necessary revisions to accommodate the projected missions of the 
stations and the mobilization mission of the station; in other words, 
the mobilization increment in that effort is superimposed upon the 
peacetime ultimate mission of the station. Such items as planning for 
the extension of the runway to accommodate jet aircraft; the future 
installations of jet fuel storage, or jet engine repair facilities, or guided 
missile maintenance facilities, or any change in the housing of person- 
vel or ammunition storage requirements of the station will have to be 
planned and related to the topographic conditions of the site. They 
will have to be referred to the requirements which govern the installa- 
tion concerned. 

Mr. SHepparp. Admiral, how much of the amount in your 1956 
funds for maintenance have you found necessary to divert to other 


purposes? 
Admiral Russetu. None, sir. 
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SratTion Opprations, Nava REesERVE 


Budget activity No. 5—<Station operations, Naval Reserve 


Increase (+) or de- 

















crease (—), differ- 
1955 actual 1956 estimate 1957 estimate ence 1947 com- 

Description of ac- pared with 1956 

tivity content siomsensiaaed eee 
—— Amount — Amount _—_ Amount — Amount 
Naval and Marine 
Corps Air Re- 

serve Stations. --.-| — 135, 518 21/$13, 400, 000: — 881, 000 0|+$1, 481, 000 


Mr. Suepparp. We will pick up budget. activity No. 5 entitled 
“Station Operations, Naval Reserve,” reflected in the table on page 
21 of the justifications. 


INCREASE REQUESTED FOR 1957 


This table reflects an increase of $1,481,000. Briefly, give me an 
explanatic _ of the increase. 

Admiral Russeiu. In 1957 we are programing operations at the 
Reserve Air stations at approximately the same level as in 1956, 
except for certain costs which are in addition to those experienced in 
1956. These increased costs are: $84,000 for maintaining and op- 
erating new construction which has become operational during 1957; 
$394,000 for implementing the Federal cataloging program; $450,000 
for stock fund issues, and $553,000 principally for full-year financing 
in 1957 of a replacement station, and new construction at existing 
stations which were in being at the beginning of 1957, but operated 
for only part of 1956. 

In all, these increases total $1,481,000. 

Mr. Suepparp. And that is reflected on page 23 of the justifications 
to a degree; is it not? 

Admiral RussE.u. Yes, sir. 

Mr. SuHEepparp. We will insert page 23 in the record at this point. 

(The matter referred to is as follows:) 


Bupoet Activiry No. 5—STaTION OPERATIONS, NAVAL RESERVE 


Discussion under budget activity No. 4, “Station operations, Regular Navy,” 
covers in detail the objectives of the Federal cataloging program and the extension 
of the Navy stock fund to include certain repair parts formerly obtained without 
cost to the station operations’ budget activities. These programs are also being 
implemented by the naval air Reserve stations and will cost an estimated 
$844,000 additional in 1957. Of this amount $394,000 is for the Federal cataloging 
program and $450,000 for stock fund issues of ship, electronic, and automotive 
repair parts. 

A summary of the cost elements comprising the estimate for the fiscal year 
1957 Naval Reserve station operations is presented below: 


Oost element Amount 
Station estimates derived by application of standard unit costs._.._. $13, 953, 000 
Cost of operating and maintaining new construction becoming 

operational at existing stations in 1957___......__-....------- 84, 000 
Cost, of implementiag the Federal cataloging program i I aliases oe 394, 000 
Cost of stock fund issues of repair parts formerly obtained without 

Se ee Ser SD GENUNU IE =. can oe eel een ceatencsaneunecos 450, 000 


Re dae inie utils miiatile 14, 881, 000 
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Mr. Suepparp. Will you compare the last two items reflected there 
in the amount of $394,000 and $450,000 covering your 1956 expendi- 
tures in the ‘field? 

Mr. Lewis. The $394,000 represents an increase over the amount 
spent in 1956. 

Mr. SHepparp. I want the 1956 figure and as compared to 1957. 

Mr. Jones. The expenditures covering Federal cataloging in fiscal 
year 1956 were $223,000; the expenditures in 1957 will be $617,000. 

Mr. Lewis. On the other item of $450,000, we had no expenditures 
ourselves for this purpose in 1956 and prior years; but the amount 
here is approximately the level of benefit we derived from the other 
bureaus that financed that heretofore. 

Mr. Suepparp. In other words, you took this cost factor from their 
yardstick of experience? 

Admiral Russe.u. That is correct, sir. 

Mr. WiacGieswortuH. Will you include either here or with the state- 
ment I asked for under the previous item a list of items you plan to 
place under stock fund control in fiscal 1957? 

Admiral Russe. Yes, sir. 

(The information requested will be found on p. 486.) 


ALTERATION AND REPLACEMENT OF FACILITIES 


Budget activity No. 6—Alteration and replacement of facilities 


Increase (+) 
or de- 





| crease (—), 

No Project 1955 actual 1956 estimate | 1957 estimate difference 

| | 1957 com- 

| pared with 

| | | 1956 
6A | Structural repairs_--- $16, 023, 079 $25, 773, 000 | $34,891,000 | -+-$9, 118, 000 
6B | Landing aids 935, 606 1, 149, 000 1, 069, 000 —80, 000 
6C | Shop equipment_. 15, 091, 991 12, 005, 000 18, 758, 000 +6, 753, 000 
6D | Maintemance of industrial reserve 1, 386, 671 | 2, 795, 000 | 3,438, 000 +643, 000 
Total, obligations payable | 

from appropriated funds -| 33, 437, 347 | 41, 722, 000 | 58, 156, 000 +16, 434, 000 


Mr. Surpparp. We will pick up budget activity No. 6, “Alteration 
and replacement of facilities,” reflected in the table on page 24 of the 
justifications. 

I would like an explanation as to why the increase of $16,434,000 is 
necessary. 

Admiral Russeiu. The increase of $16 million for alteration and 
replacement of facilities results primarily from an increase of $9 
million for structural repairs to halt the progressive deterioration of 
naval aeronautical Shore Establishment, and $7 million to equip air- 
craft overhaul facilities with tools capable of servicing the newer and 
more complex aircraft. 

Mr. SHEPPARD. You are addressing yourself to item 6A? Is that 
correct? 

Admiral Russeiu. I was addressing myself to the total of $16 
million. 

Mr. SHeprarpb. Will you give us a breakdown on structural repairs 
where there is an increase to the extent of $9,118,000? 
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Admiral Russetu. The details of the $9 million increase in struc- 
tural repairs consist of the activation of new stations which results in 
a decrease. roughly of $1 million below the 1956 plan; increased fire 
protection and correction of fire hazards in the amount of $998,000; 
nonrecurring minor improvements account for $3,743,000, and require- 
ments for recurring major repairs account for $5,432,000. 


LANDING AIDS 


Mr. Suepparp. You have a decrease in landing aids of $80,000. 
Does that indicate the fact you are lessening your requirement for 
aids of that character for the purpose of lighting landing fields, or 
what is it? 

Admiral Russe.u. No, sir; it does not. It indicates that our air- 
field lighting projects are planned at about the same level in 1957gas 
in 1956; but we have achieved a reduction of $80,000 as a result of 
the elimination of the requirement for mobile lighting set during this 
particular vear. 

SHOP EQUIPMENT 


Mr. SHEPPARD. I| see under ‘Shop equipment”’ vou show an increase 
of $6,753,000. What is the shop equipment you are going to install 
beyond what you have in reserve? [| understood you had a lot of shop 
equipment in reserve, but perhaps I am wrong, 

Admiral RussELuL. The $6,753,000 is broken down as follows: New 
tools and equipment associated with new aircraft requirements which 
are different from the old tools, $1,908,000; plant improvements, shop 
modernization and equipment replacement, $3,498,000; outfitting sta- 
tions and fleet maintenance facilities, $197,000; and replenishment 
support, $1,150,000. 

Mr. SHepparb. This shop equipment is all going into Navy- 
operated shops? 

Admiral Russe. It is, sir, but it also goes into fleet squadrons. 

Mr. Saepparpb. But that is Navy. 

Admiral Russe. It is all Navy, yes, sir. 

Mr. Supepparp. My question was directed to the line of demarca- 
tion between materials that might be allocated to a leased building, 
and so forth, and in this category there is none? 

Admiral Russe.u. That is right, sir. 

Mr. SHepparp. This is all Navy. 

Admiral Russe... It is all Navy, Mr. Chairman. 


MAINTENANCE OF INDUSTRIAL RESERVE 


Mr. SHEPPARD. Maintenance of industrial reserve shows an in- 
crease of $643,000. Why is industrial reserve going to increase that 
much, and what is required? 

Admiral Russetu. We have an increase here of $800,000 to reim- 
burse two Navy contractors for payment of property taxes against 
Government-owned plants in the State of Michigan, which is offset 
partially by a decrease in other requirements, resulting in a net 
increase of $643,000. 

Mr, SHepparp. In other words, when Navy-operated. they did not 
pay any taxes; but, when the private contractor went in, he had to 
pay taxes? 





492 


Admiral Russet. I should like to explain that the payment of 
taxes in this case is in order to.avoid a penalty which might accrue 
under the State law; but we believe that the whole amount may be 
recovered eventually. 

Mr. SHepparp. Did you pay it urder protest? 

Admiral Russett. We paid under protest in order to avoid a 
penalty for nonpayment. 


MODERNIZATION OF AIRCRAFT OVERHAUL FACILITIES 


Mr. Suepparp. I see you have plans for the modernization of shop 
equipment for aircraft overhaul facilities, and so forth? 

Mr. Lewis. Better than 80 percent of the total estimate is for that 
purpose, Mr. Chairman. 

Mr. SHepparp. What is the long-range program to provide proper 
equipment in this field? 

Admiral Russe.u. Realizing the extensive changes necessary to 
Navy’s industrial establishment caused by shifting from reciprocating- 
engine to jet-engine aircraft and the technical advances achieved in 
recent years, the Bureau of Aeronautics entered into a study contract 
with Ford, Bacon and Davis, consulting engineers, to establish a 
master plan for modernization of the overhaul and repair establish- 
ment of naval aviation. The final report is due on the 6th of May 
1956. This master plan, revised as changes occur in the operating 
program, will form the basis for an orderly modernization of our air- 
craft overhaul facilities. Because of the budgeting time ordinarily 
involved, future requests for funds for expansion and modernization 
of the physical facilities will be based on the adopted master plan. 
Interim moves, rearrangements, and modifications of existing facilities 
will be necessary to accommodate the existing workload. These, 
‘however, will. be integrated with the master plan. Until such time as 
the adopted master plan is fully effective, it is planned to satisfy the 
equipment need on a requirements basis. The shore facilities and 
tooling provided would be integrated properly in the overall modern- 
ization program. 

Mr. Suepparp. I notice in your statement you say that inade- 
quacies were recognized quite some time ago but so far efforts have 
failed to keep pace with the changing requirements of present-day 
aircraft. 

Do you feel you are expediting in this field to a degree that you can 
overcome the problem you have referred to here, or have you over- 
come it? 

Admiral Russe.u. I feel that we can make satisfactory progress 
under the request for funds made here. 

Mr. SHepparpD. I presume your master plan is also going to have 
recommendation characteristics on the cleanup aspect of it; is that 
right? 

Admiral Russet. It will, sir. 


PROPERTY TAXES IN THE STATE OF MICHIGAN 


Mr. SHepparD. On page 35, it is noted that the Government is 
paying a property tax in the State of Michigan. You have already 
referred to that and made answer to that on the record; have you not? 

Admiral Russeuu. Yes, sir. 
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Mr. SHEPPARD. Are you assuming this will have any effect in other 
States, that is, the problem you have presently handled to the degree 
you have in the State of Michigan? 

Admiral Russeiu. We have made no provision for it here, sir. 

Mr. SHepparD. Are you confronted with any other State operation 
in which you have a parallel tax situation as is referred to in the State 
of Michigan? 

Admiral Russre.u. There is none other, sir. 

Mr. SuHepparpD. Are there any questions upon this activity? 


MAJOR REPAIR WORK 


Mr. ANpREws. Admiral, I notice you want $23 million for major 
repairs which, as shown on page 29, is about 1 percent of the plant 
value of the Naval Establishment of $2,300 million. 

Admiral Russe. Yes, sir. 

Mr. AnpREws. Does the Bureau of Yards and Docks do any repair 
work for the naval air stations? 

Admiral Russe.u. No, sir. 

Mr. Anprews. Who does this work? 

Captain Davison. The Bureau of Yards and Docks is our technical 
adviser. They review the technical aspects of our proposed work and 
the Civil Engineer Corps of the Navy, through the district public 
works officer and through the public works officers attached to the 
air station, gives us the professional advice. But they do not fund 
this work on air stations. 

Mr. Anprews. Do you do most of this work by Navy labor? 

Captain Davison. We do the most of it by contract, sir. 

Mr. AnpreEws. To the low bidder? 

Captain Davison. Yes, sir. 

Mr. Suerparp. By negotiation, or advertised bid? There is fre- 
quently confusion in the minds of the people about that issue. 

Captain Davison. Principally by advertised bid through the 
district public works officer. 

Mr. SHepparp. Referring to page 29 of the justifications, I notice 
the following language: 

The backlogs of repair work building up at air stations are reaching unmanage- 
able proportions, 

I presume you mean that literally. 

Admiral Russet. I do, sir. 

Mr. SuHepparD. What has caused them to pile up to the degree 
that you feel justified in making that statement? 

Admiral Russexu. Frankly, they have piled up largely because of 
past inadequate funding. I believe that we have ourselves been a 
bit shortsighted in our urge for economy in not realizing what was 
necessary in this area, and my own Bureau, sir, is at fault for not 
going out and making strong enough representations to secure the 
funds. 

Mr. SHepparD. Would there also be contributing factors as to 
where those funds might have been applied for purposes other than 
maintenance once they were given you by Congress? 

Admiral Russruu. In general, sir, these funds have been applied 
as we originally intended. I think in this case there has been no 
reprogramming; certainly, not within my knowledge. 
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Mr. Lewts. Mr. Chairman, for 11 years I have been associated 
with this program and not once in all those 11 years have we diverted 
money from this purpose. 

Mr. Suepparp. I am glad to hear that and I would like to have it 
in the record because it might be a fine criteria for other departments 
and bureaus to adhere to. We like to see money allocated for mainte- 
nance go to maintenance and not to something else. 

We will get a little rough with you boys on using of some of these 
funds other than for what they are justified. I am saying it now in 
order that in the rainstorms of tomorrow you may have an umbrella 
for somebody else. 

What is the size of this backlog as near as you can give us a figure 
at this moment. 

Admiral Russetu. About $35 million, sir. We generate require- 
ments for $17 million a year for major repair work and what you see 
in excess of that amount will be applied toward working off this back- 
log, sir. 

Mr. SuHepparpD. How much of it do you contemplate you will master 
in 1957 under the balance of the funds you have in that category and 
also what you are asking for in new funds? 

Captain Davison. We are expecting a generation of about $17 mil- 
lion of major repairs, and with the $23 million we are asking for major 
repairs we anticipate reducing the backlog by $6 million. 

Mr. SHeprparp, That means in this category next year we should 
have more funds in it; is that right, Admiral? 

Admiral RussE.u. Yes, sir, 

Mr. SHepparD. Mr. Andrews? 

Mr. Anprews. Admiral, most of the buildings in these stations are 
World War II type buildings, made of lumber, and that lumber is 
deteriorating, rotting, and being eaten up by termites. Is that right? 

Admiral Russetu. That is one of the problems. Runway surfaces 
were laid down in haste during World War II. The airplanes which 
use them now have higher landing weights, loads are greater, and par- 
ticularly jet tire pressures have gone up to about 250 pounds per square 
inch, which is a very hard tire, indeed, and it cuts the runway. The 
blast of the jet, which is a hot gas jet, is very hard on runways. 

As an example, an asphalt runway won’t take a jet where the jet 
stands still. We have to add a concrete apron because of the heat of 
the jet at the starting point of the jet. _ After it starts moving and the 
heat is distributed along the asphalt runway it will take it. You can 
see there are a number of factors, in addition to the construction of 
the buildings, which add to our problem in this area. 

Mr. AnpreEws. I am impressed with two things about the transition 
from the propeller age to the jet age—first is speed, second is cost. 

That is all. 

Mr. Suepparp. Mr. Wigglesworth? 

Mr. WiecLeswortH. What is your recent obligation figure against 
the 41 million 7 in this budget activity? 

Mr. Mepurn. As of January 31, Mr. Wigglesworth, $13,165,680. 
In addition, $23,060,549 has been committed for a total incurred of 
86.8 percent. 





ie inch tr A aaa eS Rin 


<a GY eteslen 


495 


SHOP EQUIPMENT 


Mr. Wiae.ieswortu. In project No. 6C, shop equipment, why does 
the planned improvement, shop modernization and equipment 
replacement item rise from 4 million 7 to 8 million 2? 

Admiral Russeuu. As indicated earlier, sir, a major task facing the 
Navy is that of providing shops and overhaul facilities with the capa- 
bility of processing the heavier and more complex aircraft which pres- 
ently are or shortly will be in the fleet operating complements. An 
increment of $4'million roughly is budgeted for plant improvements 
and shop modernization in 1957. Approximately one-half of this 
amount is for equipment relocations and shop rearrangements required 
primarily to meet immediate workload assignments. The remaining 
$2 million covers modernization and improvement projects of a longer 
range nature to prepare adequate facilities for processing the larger and 
more complex aircraft now under procurement. Principal among 
these projects are modernization and improvements to jet engine test 
cells, shop bake ovens, and material handling systems. Provision 
also is made for the rehabilitation and modernization of an overhaul) 
and repair facility at one of our overseas stations and the establish- 
ment of guided-missile maintenance facilities. 

Mr. WiGGLESwortH. You want $5,700,000 for what? 

Admiral Russsuiu. An estimate of $5,771,000 is required to re- 
plenish items of tools and equipment of standard designs having wide 
usage and needed in sufficient quantities to require procurement and 
issuance on a replenishable demand basis. These items are published 
in allowance lists and are issuable to all units of the aeronautical shore 
establishment supporting aircraft operations, including the major 
overhaul centers, all air stations, Navy and Marine fleet aircraft 
service squadrons, ships of the fleet that service aircraft, laboratories, 
and other aeronautical facilities. 

Mr. WiaeLeswortH. What is the value of the inventory on hand 
in that type of support now? 

Mr. Lewis. Roughly 10 times that, Mr. Wigglesworth, because 
these are replaced generally on a 10-year operating cycle. 

Mr. WIGGLESWoRTH. So your request here is a little more than 
one year’s normal usage? 

Mr. Lewis. Yes, sir. 

Mr. Wiaa.ieswortu. I believe that is all, Mr. Chairman. 

Mr. SHepparp. All right, gentlemen. 
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SuPPORTING EQuiIPMENT, MATERIEL AND SERVICES 


Budget activity No. 7—Supporting equipment, material, and services 


| | 

















| 
Increase (+) 
woo | saan | Cheater 
_ —), er- 
No. Project | 1955 actual | estimate | estimate | ‘ence 1957 
compared 
| with 1956 
7A | Aerology- --------------| $1, 938, 619 | $5, 674,000 | $6,711,000 | +$1, 037, 000 
7B | Catapuits and arresting gear pakteuds itebhoiciad ---| 14, 180,293 | 11, 220,000 | 15, 696, 000 +4, 476, 000 
7C | General ground equipment. ...------------| 30,337,070 | 38,701,000 | 30, 642, 000 —8, 059, 000 
7D | Industrial preparedness measures... _-- aad 3, 672,150 | 2,575,000 | 2,790,000 +215, 000 
ee Os aia b cited sks sb onaneédeadd 6, 240, 847 | 7,888,000 | 6,637,000 —1, 251, 000 
7F | Service evaluation __--_- LAR EPR ERS IE 8, 764, 473 |. 10, 140, 000 | 16. 209, 000 +6, 069, 000 
7G | Technical publications. - ._----.-- fe dsaslind 1, 561, 583 | 2,500,000 | 2, 500,000 0 
ES EE Rae 496, 095 | 674, 000 | 674, 000 0 
71 | Fleet personnel costs. _.........-.--..--..----| 5,048,615 | 7,596,000 | 7, 600,000 +4, 000 
Be 4 III. dacs cs nce tha <cetcisivees 0 | 1, 554,000 | +1, 554, 000 
Total obligations payable from mae | 
priated funds-.----- oa --| 72, 239, 745 | 86, 968, 000 | 91, 013, 000 +4, 045, 000 


{ 





Mr. SuHepparb. Budget activity No. 7 is for supporting equipment, 
material and services. 

I find your actual appropriation for 1955 was $72,239,745; estimate 
1956 is $86,968,000; estimate for 1957 is $91,013,000, reflecting total 
increase of $4,045,000. 

AEROLOGY 


In aerology I see you have an increase of $1,037,000. 

What is the explanation of that increase? 

Admiral Russe.u. Of the total increase of $1,037,000, sir, approxi- 
mately $700,000 is budgeted for weather instruments and supplies to 
support the Navy’s participation in the Antarctic expedition, and the 
remainder of the increase is for the procurement of equipment to sup- 
port an accelerated modernization and outfitting program which must 
be accomplished in 1957. 


CATAPULTS AND ARRESTING GEAR 


Mr. SHEPPARD. 7—B, catapults and arresting gear, reflects an in- 
crease of $4,476,000. 

Admiral Russeuu. The increase of $4,476,000 programed for cata- 
pults and arresting gear is attributable primarily to the initial procure- 
ment of expeditionary type catapults and arresting gear and the out- 
fitting of a new catapult and arresting gear test facility, an important 
activity. 

GENERAL GROUND EQUIPMENT 


Mr. SHepparD. Next item is reflected as 7—-C, general ground equip- 
ment. You reflect a reduction there of $8,059,000. That is a sizable 
reduction in that requirement. What is the problem creating the 
decrease? 

Admiral Russe... The decrease is due to the fact that in 1957 we 
will have completed the modernization of the tactical vehicles for the 
Marine air wings. 
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INDUSTRIAL PREPAREDNESS MEASURES 


Mr. SHEePparD. Next item, 7—D, industrial preparedness measures, 
where you show increase of $215,000. 

Admiral Russe.u. This increase of $215,000 is required for the 
modernization of manufacturing plans previously completed and the 
addition of several new projects to improve our production capacity in 
the aircraft armament field. 

Mr. SHepparpD. What projects are involved there? 

Admiral Russe.ut. The modernization of manufacturing plans, sir, 
involve seven manufacturers. 

Mr. SHEPPARD. You have some new projects in there, have you? 

Adimiral Russe.u. Yes, sir. 

Mr. SHEPPARD. How many and what are they, just the new ones? 

Captain Hrrscu. The modernization of these resources studies are 
with Bendix, Kolsman, Holly, Pesco, Thompson, Vickers, and Hamil- 
ton Standard. 

PHOTOGRAPHY 


Mr. SHepparD. Next item, 7—E, photography, where you show 
reduction of $1,251,000. What does that decrease reflect? 

Admiral Russreutu. This decrease in the estimated cost of the 
photography project reflects the cost of a phase of aircraft camera 
procurement that includes a larger percentage of the lower cost 
cameras rather than the more expensive types, sir. 

Mr. SHepparp. Is that the major portion which contributes to the 
$1 million? 

Admiral Russe... That is correct, sir. 


SERVICE EVALUATION 


Mr. SHepparp. 7-F, ‘Service evaluation.” You are asking for an 
increase of $6,069,000 there. What do you mean in this instance by 
service evaluation? 

Admiral Russe.u. This project finances the procurement of pre- 
production quantities of newly developed equipment in armament, 
electronic, aircraft accessories, and related aeronautical equipment for 
technical and service evaluation of their performance characteristics, 
durability and military applications. 

Mr.:SHepparD. In other words, your answer indicates. you are 
getting an intensification in that field to the degree it is necessary to 
ask for this additional fund. Is that correct? 

Admiral Russe... Yes, sir. 


FLEET PERSONNEL COSTS 


Mr. Suepparp. 7-I, “Fleet personnel costs, $4,000.’ That is a 
very small item. 
Admiral Russe.u. That is an increase but it remains substantially 
at the 1956 level, sir. 
SPECIAL FUELS 


Mr. SHepparpb. Next item is 7—J, “Special fuels,” and this reflects 
$1,554,000, which is your actual estimate for 1957, and it is not 
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reflected in the categories of 1955 or 1956. Am I to interpret that 
it is not a new operation? 

Admiral Russanx. It is a new project, sir. 

Mr. SHepparp. Completely new? 

Admiral Russe.tu. Yes, sir. 

It involves new fuels in quantities for evaluation. 

Mr. Anprews. Is this the new fuel you spoke of yesterday? 

Admiral RussE.u. Yes, sir. 

Mr. SuHepparp. Off the record. 

(Discussion held off the record.) 


EXPEDITIONARY CATAPULTS AND ARRESTING GEARS 


Mr. SHepparD. With reference now to the “Expeditionary type of 
catapults and arresting gears,’’ I would like to determine the total 
cost of the entire program, the fund phasing, availability and suit- 
ability of equipment, including personnel status thereof. 

Admiral Russe__. We would estimate total cost of this project at 
roughly $16 million. I should point out that the funds here are for 
the procurement of only the first increment toward this total require- 
ment, and it is intended to initiate procurement for the remaining 
sets after these prototypes have been evaluated and undergone cal- 
ibration tests. 

We would hope to complete the test program phase of a broader 
program in this year, and the funds requested in 1957 are for that 
purpose, sir. 

FURNITURE FOR HOUSING UNIIS 


Mr. SHeprarp. Funds are requested to furnish 1,488 housing units. 
I would like to determine the status of these housing units and the 
relationship of the apparent unit cost of $2,688 to similar costs of 
other Navy Bureaus; for example, furnishing the Capehart housing 
at Great Lakes, Bureau of Naval Personnel and the unit costs of 
$1,927; furnishing the Marine Corps housing, unit cost $2,657. 

Admiral Russriu. Furniture allowances for military personnel are 
established by the Bureau of the Budget and the costs thereof are 
obtained from the Federal Supply Schedules of the General Services 
Administration. Our average cost here of approximately $2,687 per 
housing unit represents the inclusion of a range and a refrigerator. 

If we add to the outfitting cost at Great Lakes, which is $1,927 per 
unit, the average cost of ranges and refrigerators of $650, we would 
come up with a sum of $2,577, which is a comparable cost, sir. 

Mr. SuHepparp. Mr. Secretary, what is the explanation as to why 
the ranges and refrigerators are not accessible to all branches of the 
Navy? 

Mr. Franke. I believe they are obtained from GSA. 

Mr. Chairman, all homes of the Navy do have refrigerators and 
ranges. The difference here is in the method of funding for them. 
Under Capehart housing, the refrigerators and ranges are provided in 
the censtrutetion contract, whereas under Department of Defense 
sponsored housing, which we are budgeting for here, the refrigerators 
and ranges are funded separately from the construction contract. 
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FLEET PERSONNEL COSTS 


Mr. SHEPPARD. Last year you estimated $4,592,000 for fleet per- 
sonnel costs. Now in your 1956 estimate it is $7,586,000. Your 1957 
is approximately the same. Why the large increase? 

Admiral Russe.u. The increase of $3,004,000 for the fiscal year 1956 
resulted primarily from a Comptroller General decision in December 
of 1954 which was not reflected in the budget as we submitted it to 


your committee and the Congress, sir. 


Mr. SHEPPARD. Qustions on activity No. 7? 

Mr. Andrews? 

Mr. AnpreEws. I want to ask you-about that new fuel, Admiral. 
You may want to answer this off the record. 

Do you think you have an unlimited supply of that fuel? 

Admiral Russexu. Off the record. 

(Discussion held off the record.) 

Mr. Anprews. That is all. 

Mr. SHeprparp. Mr. Wigglesworth? 

Mr. WiceLeswortu. | did not understand fully your response to 
the chairman about that $3 million increase as compared with your 
estimate a year ago for fleet personnel costs. You said it was the 
result of an opinion by the Comptroller General. What was the 
nature of that opinion? 

Admiral Russevu. It authorized per diem payments to military 
personnel on temporary additional duty away from their permanent 
duty station, sir. 

This is in connection with fleet deployments and other movements 
of personnel to places where they are not based normally, where 
they incur extra expenses. 

This added cost amounted to approximately $2% million; in addi- 
tion changes in the joint travel regulations which were effective 
July 1, 1955, increased per diem payments to military personnel 
undergoing schooling at Government installations, and this change, 
coupled with an increase of 1,305 officers and men-being trained, 
results in a cost of approximately $300,000 not budgeted at the time 
of the submission last year. 

Finally, approximately $200,000 was added to the cost of this 
project to finance travel for aeronautical purposes by aviation Marine 
personnel attached to fleet squadrons and units. These costs 
previously had been paid directly by the Marine Corps, but properly 
they are chargeable to aeronautical activities, so they appear here, 
sir. 

Mr. WiaGLeswortu. Prior to the Comptroller General’s decision, 
this personnel was not paid at all for this type of duty? 

Admiral Russeiu. This extended the ruling to a larger area, sir, 
so they were not covered. 

Mr. Wiacuieswortu. They were not paid at all prior to the ruling? 

Admiral Russeuu. That is correct, sir. 


SERVICE EVALUATION 


Mr. Wiacieswortu. I am not quite clear on this service evaluation. 
Service evaluation is entirely distinct from research and development; 
is it not? 
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Admiral Russe t. It is, sir. 

Mr. WiacGieswortu. Is it also entirely distinct from the weapons 
systems evaluation work which we discussed in the full subcommittee? 

Admiral Russexiy. These are components, sir; which are being 
evaluated as to their applicability to future use. They include 
armament control systems and electronic items; the testing, service 
testing, of guided missile components also is included in this area. 

Mr. Wieenvesworrn. Is it part of the so-called weapons system 
evaluation work or is it distinct from it? 

Admiral Russeuu. This is a separate endeavor, sir. This is a fleet 
service evaluation of new items of equipment. 

Mr. WiGcGiesworts. Including weapons? 

Admiral Russet. Yes, sir. 

Mr. WiGGLeswortH. What I have in mind is a proposal, as I recall 
it, to turn over weapons evaluation work to MIT and other similar 
places, taking it away from the individuals who have done that work 
before. Is that something entirely distinct from this? 

Admiral Russe... That is entirely distinct, sir. That was the 
Weapons System Evaluation Group, which was a very mien wovel 
group dealing with major systems, whereas this is a detailed and 
component test here, sir. 

Mr. Wieciresworrs. Off the record. 

(Discussion held off the record.) 

Mr. Wice.Leswortn. I understand that the work we talked about 
a year ago under the heading of ‘Inspection Workload and Employ- 
ment’, beginning on page 588 of the hearings, has now been trans- 
ferred to aircraft and related procurement. 

Admiral RussE.u. Yes, sir. 

Mr. WiaGLeswortn. I would appreciate it, Admiral, if you could 
bring up to date the table which you gave us a year ago under that 
heading on page 590 of the hearings showing the dollar value of 
material inspected and the average employment. 

Admiral Russe.ui. May we provide this for the record? 

Mr. WieeteswortH. Yes. That is what I have in mind. 

Admiral Russexu. It will be done, sir. 

(The information requested is as follows:) 


Comparison of inspection workload and inspection employment 








1955 1956 1957 
Dollar value of aeronautical material inspected .... ._millions-- $3, 315 $4, 040 $3, 800 
1, 802 1, 759 


I II nisi asics Scnny bance cicice cence ccngditpbacs 1, 805 


Mr. WiGcLeswortnH. That is all, Mr. Chairman. 
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DEPARTMENTAL ADMINISTRATION 


Budget activity No. 8—Departmental administration 
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Mr. SuHepparp. Gentlemen, we will pick up the next item reflected, 
budget activity No. 8, departmental administration. 

I notice your actual appropriation for 1955 was $7,376,824; 1956 
estimate is $8,113,640; your 1957 estimate is $8,321,000, reflecting 
increase of $207,360. 

PERSONNEL SERVICES 


There is an increase in fiscal 1956 in personnel. How much of an 
increase was this over that originally planned? 

Admiral Russe.tu. The average number of personnel for 1956 was 
increased from the original estimate by 47 to 1,248 in the aircraft and 
facilities, Navy, budget. 

This increase was necessary to enable the Bureau to handle its 
increasing workload and hold the overtime performance to about the 
same level experienced in the preceding year, 1955, sir. 

Mr. SHepparD. Was there any overtime eliminated? 

Admiral Russe.ui. Additional personnel were needed primarily in 
- procurement process where a large backlog of work had accumu- 
ated. 

Mr. Mepuin. Specifically, Mr. Chairman, the overtime decreased 
from $304,000 to $289,000, or a decrease of $15,000. As Admiral 
Russell has stated, the increased personnel is primarily associated 
with increased workload. 

Mr. SHEPPARD. It was not contributed to by overtime as such? 

Admiral Russeuu. No, sir. This backlog was there and we were 
not making too much progress in disposing of it, sir. 

Mr. SHEPPARD. I notice from the justifications that three new groups 
have been added to your departmental administration. Why were 
these three groups added, and what is the cost for them? 

Admiral Russeuu. Mr. Chairman, these groups were not added 
but rather they were a division of existing activities within the 
Bureau. 

When I came I found that procurement was combined with mainte- 
nance and with field activities of the Shore Establishment, and I felt 
+ rocurement should be singled out for particular attention. 

therefore split the old materials and services group. I asked for 
wa amas the allowance of one more flag officer to head up a group 
specifically devoted to procurement. 
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This accounts for 2 groups from 1, sir. 

Additionally I felt that our planning, our programing, the integra- 
tion of all our programs within the Bureau, were not adequately 
cared for and I formed a group which was an outgrowth of the old 
Plans Coordination Division. I set them up as a group and ‘was 
allowed a flag officer to head up these functions. So rather than 
adding groups it was more a regrouping of existing divisions which, 
we hope, will lead to a little better management. 

Mr. SHepparpD. How long have you had that in effect? 

_ Admiral Russe. This went into effect about May of last year, 
sir. 

Mr. SuHepparp. Has it proven your judgment was good? 

Admiral RusseLt. You embarrass me, sir, but I think it has. 

Mr. Suepparp. The average salary in the Bureau at Washington 
would indicate a civil service grade of about GS-9. This appears 
to be somewhat high and I am wondering if you can tell us just what 
the situation is there? 

Mr. Lewis. We are a technical bureau, Mr. Chairman, and a very 
large proportion of our personnel is comprised of engineers. Since 
we handle the programing, top level review of those programs, the 
subordinate personnel are located not in the Bureau itself but in the 
various field establishments which handle the detailed work. 

Mr. Suepparp. Would you insert in the record at this time the 
usual civilian personnel table? 

Admiral Russe.u. Yes, sir. 

(The information requested is as follows:) 
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Mr. SHepparD. Mr. Wigglesworth? 

Mr. WieGLeswortu. I understand your present civilian personnel 
is 1,248? 

Admiral Russetu. Under this appropriation the. current figure is, 
as of the end of the fiscal year, 1,293. 

Mr. WiaeLeswortH. What do you contemplate in 1957? 

Admiral Russeuu. I would contemplate level employment, sir. 

Mr. Wieciesworts. As of today what is it? 

Admiral Russeuu. As of the end of March, sir; the figures I have 
here indicate we will be up to strength of 1,293. 

Mr. WiceLeswortsH. That is all, Mr. Chairman. 

Admiral Russe.u. At the end of the calendar year it was 1,228, sir 

Mr. SHepparp. Admiral Russell, this is your first appearance 
before the committee as I recall it. 

Admiral RussE.u. It is, sir. 

Mr. SHepparpD. I want to compliment you. You have responded 
to the interrogations promptly and to a major degree on your own, 
which is indicative to me you have been sleeping with this budget for 
quite some time. Is that a reasonable assumption? 

Admiral Russeiu. I must confess I have burned a little midnight 
oil on the subject, Mr. Chairman. 

Mr. Suepparp. You are to be highly complimented. I will tell 
you that very frankly. You have done a fine job. 

Admiral Russeiu. You are very kind, Mr. Chairman. I would 
like to express the appreciation of the Bureau of Aeronautics and 
my staff for the manner in which these appropriations hearings have 
been handled, sir. 

Mr. SHepparp. You have always had a good staff. In fact you 
inherited a lot of good men. We have had a lot of them for a long 
time. 

I want to compliment them, but I again want to repeat that I 
think you have done a good personal job here. Iam very appreciative 
of it. 

Admiral Russe.u. Thank you, sir. 

Mr. SHepparp. It makes a great deal of difference in our concept 
of the manner in which we get our information. 

Admiral Russe.u. We appreciate very much your detailed interest 
in the programs, too, sir. 

Mr. SHepparD. Thank you all, gentlemen. 
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Fripay, Marca 9, 1956. 
SHIPS 


WITNESSES 


OFFICE OF THE COMPTROLLER 


REAR ADM. ALBERT G. MUMMA, USN, CHIEF, BUREAU OF SHIPS 

REAR ADM. H. SANDERS, USN, ASSISTANT CHIEF OF NAVAL OPER- 
ATIONS (FLEET OPERATIONS AND READINESS) 

ROBERT D. SIMMONS, ASSISTANT COMPTROLLER FOR BUDGET, 
BUREAU OF SHIPS 

EUGENE B. CROWE, BUDGET OFFICER, BUREAU OF ORDNANCE 

REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 


Mr. Suepparp. We have with us this morning Rear Adm. Albert G. 
Mumma, Chief of the Bureau of Ships, who is appearing before the 
committee to make the presentation for the Bureau’s appropriation 
estimates for fiscal year 1957, with his associate officers. 

Admiral, do you have a statement that you wish to make to the 


committee? 


Admiral Mumma. Yes; I have, Mr. Chairman. 
Mr. SHepparD. Proceed with your statement without interruption 
until you have completed it. 


GENERAL STATEMENT 


Admiral Mumma. Thank you. 

Mr. Chairman and members of the committee, I appreciate the 
opportunity of appearing before you today to explain the programs 
that it is planned to finance during fiscal year 1957 under the ship- 
building and maintenance appropriation estimates prepared by the 
Bureau of Ships. 

Broadly speaking, the estimates will support two major program 
areas. The first is new construction and conversion of ships and 
procurement of electronic equipment, accomplished under the appro- 
priation ‘Shipbuilding and conversion, Navy.’ The estimate for 
this purpose is $1,429 million. The second major program is main- 
tenance and operation of the fleets, under the appropriation “Ships 
and facilities, Navy.’’ Funds requested for this purpose amount to 
$780,040,000. 


TRANSITION TO NUCLEAR POWERED FLEET 


The United States Navy is in a period of transition to an entirely 
new type of fleet. Departing from conventional propulsion: plants 
and ordnance, our fleet of the future will be largely nuclear powered, 
armed principally with guided missiles. Our carrier striking force 
will be composed of nuclear powered carriers capable of launching 
and taking aboard heavy, jet high-performance planes, capable of 
delivering nuclear weapons of all types. 

By the early 1960’s, all major combatant naval vessels authorized 
for construction are likely to be propelled by nuclear power. In view 
of the tremendous possibilities inherent in this new type of power- 
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plant, the attention of the entire Bureau of Ships organization is being 
focused along these lines. 

The first use to which we have put nuclear power, of course, is in 
the submarine. Bureau studies of the use of the nuclear reactor 
abeard a submarine indicated that it would provide operational 
advantages and engineering performance impossible to attain with 
conventional powerplants. Our experience over the past year has 
confirmed this fact. The Nautilus recently steamed totally submerged 
from New London, Conn., to San Juan, Puerto Rico, a distance of 
1,300 miles. The entire cruise was made at a speed of almost 16 
knots and took 84 hours. This was the first time any combatant 
submarine had ever maintained 16 knots for more than a single hour 
under water. It was the greatest distance ever steamed underwater 
and the longest period any United States submarine had ever eruised 
completely submerged, without use of snorkel. We are consolidating 
our position in nuclear power by adopting it for all six of the sub- 
marines in the 1957 program. 

The ultimate objective in harnessing the atom to power naval 
vessels is the development of a nuclear-powered task force capable of 
remaining at sea indefinitely without refueling. The force would be 
almost entirely self-sufficient for long periods of time, requiring re- 
supply only of ammunition, provisions, and aviation fuel. With our 
experience on the Nautilus to guide us, we now have a golden oppor- 
tunity to make great strides in adapting nuclear power to surface 
ships. As we apply the lessons of nuclear power to our combatant 
surface vessels, we will free them from the factor which has in the 
past limited their range most severely. The nuclear reactor, once 
installed aboard a ship, requires refueling only at long intervals. 
As an example, the Nautilus has already steamed 25,000 miles without 
refueling. 

Naturally, we are planning to exploit this advantage to the fullest 
at the earliest possible time. In the 1957 program we are requesting 
funds for a nuclear-powered guided-missile cruiser, the first surface 
ship intended for nuclear propulsion. It is also planned to include a 
nuclear-powered aircraft carrier in the 1958 program. 

The nuclear reactors in the guided-missile cruiser will be very 
similar to those in the nuclear carrier, except that there will be only 
two of them instead of the eight planned for the carrier. Because of 
the smaller size of the ship and the earlier start, it is believed that the 
guided missile cruiser will be operational between a vear and a year 
and a half before the carrier, and thus will give us needed experience 
in the use of reactors aboard surface vessels. The ship will also, of 
course, be a vitally important addition to the fleet as a guided-missile 
mobile platform. It will be able to launch the Navy’s latest anti- 
aircraft missiles and will serve as an escort for the nuclear carrier 
task force. 

In the meantime, however, we do not intend to delay work on the 
nuclear-powered carrier. Funds for the actual construction of the 
nuclear carrier are planned to be in the 1958 program. Preliminary 
design work is now going ahead as fast as possible and during fiscal 
1957 we have asked for funds to get started on the working plans and 
for advance procurement of long lead time nuclear components. 
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CONSTRUCTION AND CONVERSION OF GUIDED MISSILE SHIPS 


As you will note from the detailed program for 1957, there is con- 
siderable emphasis placed upon construction and conversion of guided 
missile ships. A total of 18 ships of this type are included in the 
program. This reflects the increasing importance of guided missiles 
as a weapon of the immediate future. Actually, the armament of 
our ships is undergoing a change as radical as the powerplant. The 
nuclear Navy of tomorrow will be armed largely with missiles in place 
of guns. Surface-to-air missiles are now being installed on numerous 
combatant ships. This program includes conversion of 2 light 
cruisers to launch the Talos missile and 3 light cruisers to launch the 
Terrier missile. Four guided missile frigates and eight guided mis- 
sile destroyers are included in the program in addition to the nuclear- 
powered guided-missile ship mentioned earlier. The conversion of a 
guided missile submarine was also included in this program originally. 
However, the Secretary of the Navy has informed this committee of 
the Navy’s wish to make a substitution for this ship in the 1957 
program. This is in the interests of increasing our guided-missile 
capability, since funds will be better used to complete an attack 
submarine (SS-574) in the 1953 program and an attack submarine 
(SS-577) in the 1955 program as guided-missile submarines. 

In- addition, it has been approved to install a nuclear powerplant 
in a guided-missile submarine which was included in the 1956 program 
but on which work has not yet begun. This will be the first guided- 
missile submarine with nuclear power. It will be capable of launching 
and guiding the Regulus missile. It is anticipated that the additional 
cost to add the nuclear powerplant in this submarine will be about 
$17 million. However, due to lower prices just received for several 
large contracts of the 1956 program, funds in this amount can be 
reprogramed for this purpose. These changes have been made 
advisable by very recent design developments. They are in keeping 
with the Navy’s policy of insuring that the ships in the fleet are 
capable of utilizing our very latest weapons in the most effective 
manner possible. 


AIRCRAFT CARRIER CONSTRUCTION 


Our aircraft carrier construction program is proceeding rapidly. 
The Forrestal has been commissioned and is now operating perfectly. 
The performance of this ship to date has more than met’our expecta- 
tions. She is the most vibration-free large ship in the world. The 
second carrier of this type, the Saratoga, is scheduled for commission- 
ing in April of this year. Three others have been authorized or are 
under construction at the present time. A sixth is included in the 
fiscal 1957 program. 
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RESEARCH AND DEVELOPMENT 


We are moving boldly into new fields. However, this progress 
cannot ‘be had without cost. The Bureau of Ships is engaged in an 
increasingly important research and development program, funds for 
which will be requested at a later date. This program provides the 
inspiration, the ideas, and the groundwork upon which rests today’s 
new ships and the new ships of the future. Without it, our progress 
would stagnate. But with sufficient support of our basic research 
and developmental effort, we are confident that the Navy’s ships 
will reflect the latest and the best in all aspects. 

As research gives us new equipment such as nuclear powerplants 
and better electronic devices, the cost of the ships tends to rise. To 
partially offset this trend, the Bureau is pushing several cost-reduction 
programs. One of the most important of these is our value engineer- 
ing program, from which we have already received outstanding cost 
reductions. Under this program, special engineering sections are 
established at the naval shipyards for the express purpose of analyzing 
shipboard components to insure that we are getting the required 
functions at the minimum cost. 

Let me give you a small illustration of the savings that this program 
can bring about on a single ship. A new method of fastening fiber 
glass insulation to ship’s structure has been developed which requires 
less expensive material and less labor than the old method. Approxi- 
mately 1,600,000 of these fasteners are used aboard the new Forrestal 
class carriers. This new method has been approved for the Jnde- 
pendence and will save $140,000 on that one item alone. 

Also on this ship will be approximately a half-mile of steel guards 
installed over piping on the shell of the ship. Value engineering 
suggestions have resulted in a change of design which has made 
fabrication and installation easier. This new pipe guard has been 
approved and will be used in construction of the Independence at a 
saving of $120,000. A third item is the replacement of an elaborate 
and expensive wire rope used to guard the 344 hatches on the carrier. 
A less expensive guard has been approved and will be installed aboard 
the Independence at a saving of $15,000. 

All of these savings resulted specifically from the work of the value 
engineering section established last year at the New York Naval 
Shipyard. The section was originally set up on a trial basis and 
needless to say the results have proved most encouraging. We have 
extended the program to include all 11 naval shipyards. We are 
also developing a new type of contract designed to encourage such 
programs at private shipyards which have contracts with us. 

And still another major innovation is being tried by the Bureau in 
this field. We have let contracts for the production of prototypes of 
landing craft which incorporate the value engineering principle. 
Under these contracts, a private contractor produces a prototype 
craft which is especially adapted for mass production and can be pro- 
duced at the lowest possible cost while still performing the necessary 
function. The Bureau upon completion of this contract will own a 
complete set of working plans, the prototype landing craft, and any 


jigs, fixtures and processes that are needed to mass produce the item. 
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With these at hand, new invitations to bid will be made and several 
contractors invited to bid on the major procurement contract which 
may mvolve several hundred craft. By providing a design for mass 
production including complete working drawings, and inviting open 
advertised bids on this design, we anticipate substantial savings over 
previous methods of contract ting. 

We intend to promote this value engineering program during the 
coming year, I can assure you. Our records to date indicate that we 
can expect firm savings in the neighborhood of $10 for every dollar 
spent on it. In one type of boat alone value enginering work has re- 
duced the cost from $23,000 per boat to $18,000 with no sacrifice of 
function or quality. As these funds have been saved downward re- 
pricing of our shipbuilding program is becoming a reality. 


SHORE FACILITIES 


As we shoulder the responsibility for building and maintaining 
nuclear-powered vessels we are finding that our Shore Establishment 
needs certain additional facilities to cope with problems peculiar to 
nuclear propulsion. For instance, we are building decontamination 
and gammagraph rooms and special portable powerplants and are 
altermg buildings and installing new nuclear equipment at Ports- 
mouth and Mare Island. These facilities are for the construction and 
maintenance of nuclear submarines. With the expansion of the 
nuclear fleet to include guided-missile ships and aircraft carriers, 
facilities of this type will be required later at other shipyards. 

We are seeking every means of improving the maintenance of the 
operating ships of the active fleet. Particularly important is a vigor- 
ous program for bringing in new equipment and improving equipment 
actually in use. This program consists of making practical applica- 
tion of the ideas and techniques provided by our research and develop- 
ment program. It is extremely important that this work be continued 
and carried forward. 


PRIVATE SHIPBUILDING INDUSTRY 


As in the past, the Navy has made every effort to promote the health 
of the private shipbuilding industry. More than half of the Navy’s 
current shipbuilding program and a sizable share of its repair work is 
being accomplished at private yards throughout the country. In 
awarding the work to private yards, the Navy is influenced by the 
necessity for maintaining a nucleus of integrated yards for major com- 
batant ship construction and for encouraging a widely dispersed ship- 
building industry. This is a continuing Navy policy which helps 
maintain a ready source of shipbuilding fac ilities and know-how for 
the Nation should an emergency arise. 

Downward repricing of previous shipbuilding programs is reflected 
in this budget, representing a saving of $94,435,000. The saving is 
already projected into this year’s program in making this year’s esti- 
mates. Hence these estimates represent a net minimum cost for the- 
Navy’s program. 
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The estimates of two separate appropriations have been prepared 
by the Bureau of Ships. All of these estimates have been rigorously 
screened many times during repeated and exhaustive reviews within 
the Bureau of Ships and at higher levels. We believe that:the funds 
requested represent the minimum amount necessary to enable the 
Bureau to carry out its mission in support of the Navy. 

Mr. SHepparp. Thank you, Admiral. 

I believe this is your first appearance before our committee in your 
present capacity; is that correct? 

Admiral Mumma. That is correct, Mr. Chairman. 


REDUCED SHIPBUILDING COSTS 


Mr. SHepparp. I compliment you on presenting a very under- 
standable statement. There are a few questions connected with it 
that I would like to have you clarify. 

On page 5 you refer to the lower prices just received for several 
large contracts of the 1956 program. I would like to have you elab- 
orate on this and tell the committee whether you believe this to be a 
downward trend in shipbuilding cost and about how far down the 
curvature might proceed. 

Admiral Mumma. We were extremely fortunate in the 1956 pro- 
gram in achieving the maximum of competition. It turned out that 
during this competitive period the contract for the carrier was let at 
a somewhat less price than we had estimated. This amount was of 
the order of 8 or 9 million dollars. 

In addition to that, we had a maximum amount of competition in 
the letting of the contracts for the destroyers and the DL’s and, as a 
result of that vigorous competition between the private yards—all 
of these contracts, of course, were with private yards—another 
saving was achieved of approximately 10 to 15 million dollars addi- 
tional, depending upon the method of computing. So that these 
funds we feel, seraped together and used in this way, represent a great 
step forward for the Navy’s capabilities, as well as pointing the way 
in the future of being able to revise our estimates so that we can get 
a little more out of the program for the money we have at hand. 


VALUE ENGINEERING PROGRAM 


Mr. SHepparp. On page 6 you refer to the Navy’s value engineer- 
ing program. I would like to have you elaborate briefly on how this 
program operates, its cost, the overall cost reductions, and the field 
in which it applies. 

Admiral Mumma. The value engineering group in any shipyard 
starts with a nucleus of 1 or 2 actual technically qualified design 
engineers—men who know what they are doing. They operate as a 
complete function in the organization so that they have access to 
any part of the organization to discuss and confer, for purposes of 
arriving at the best technical solution to a problem. Now the ques- 
tions they ask themselves and that they ask their associates are— 
Can that function be achieved by a simpler item; does it need to be 
this complicated, and can this simpler item be produced at~tess cost? 
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So that, generally speaking, simplification reduces cost, and then the 
the simplified item, if carefully examined, can also be produced by a 
better procedure or method at less cost. Those two factors combine 
in maintaiming quality but ultimately in reducing cost. In some cases 
that factor is of enormous magnitude. We have had some instances 
in which a single item, taking a small item like a piece of mino1 
equipment, would go from a cost of many dollars down to a few cents. 

Mr. SHEPPARD. What is the source of this engineering ability? 

Admiral Mumma. From our own people. Actually it has been a 
latent capability in our own staff for a number of years. It is just 
a way of pointing up savings by getting those people together for this 
purpose only. You could easily dissipate their efforts by having 
them spread out throughout the organization; but, by concentrating 
them for this purpose and then making the impact felt on the remain- 
der of the organization, you find the savings are rather enormous. 

Mr. SHepparp. May | interpret from your statement that you have 
this group assigned to each and every one of the yards where your 
construction is underway? 

Admiral Mumma. Not yet in the private yards; because in the 
private yards we do not quite have the control that we have in our 
own naval shipyards. It is being done at the present time only in 
the naval shipyards. In the private yards, it will be dependent upon 
the development of proper incentives, for private yards also to want 
to save money by reducing cost. 

Mr. Suepparp. I take it from that that once you have established 
the eriteria emanating from this group, you apply that knowledge to 
other yards? 

Admiral Mumma. Yes, sir. We are now expanding it as greatly as 
we possibly can. 

Mr. SHupparp. And that becomes a component part of your plan 
for letting subcontracts in private yards? 

Admiral Mumma. Yes, sir. We apply value engineering not only 
upon the contract plans and specifications and our designs within our 
own bureaus, but also when they go to contract for bidding. 

Mr. Suepparp. Even though you may not have the same jurisdic- 
tion in the private contract that you would have in your own, never- 
theless you get the benefit by including in the contractual procedure 
the results of the findings of those men in your requests for bids? 

Admiral Mumma. Yes, sir. But to really completely evaluate the 
potential of the program, you have to insure that working with the 
plans developed within the contractor’s yard, after he has the con- 
tract, that he also tries to save the maximum amount of money. 
That is the second phase. 

Mr. SHepparD. In other words, it cannot be too definitely de- 
termined and put in your contract requirements, as I interpret it. 
A portion of it can but, in principle, there is much of it that is dis- 
coverable under the construction function? 

Admiral Mumma. That is right, sir—exactly. 

Mr. SHEPPARD. It is rather interesting and while we do not have 
complete jurisdiction of the private yard, it would seem to me that 
the private yard would’ weleome anything of that general character. 
Are you getting any sales resistance from them so far? 

Admiral Mumma. Only moderately so. 
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Mr. Sanerano: What is the premise of that moderate resistance 
aspect! 

‘Admiral Mumma. The only possible reason is that it would have a 
tendency to cut down their profit; because if the contract were, say, 
70 percent of what it had been before, then their profit would also 
be 30 percent less than it would have been on the larger volume of 
business. So that there is not quite the incentive there that they do 
that in the private yard, as it is for us to do it in the naval shipyard. 

Mr. SHEPPARD. On the other hand, I have been definitely under the 
impression that the ship construction field is highly competitive. 

Admiral Mumma. It is. 

Mr. SHepparD. Would not that, within itself, be a feature that 
might be applicable to the private yard? 

Admiral Mumma. Yes, sir. And that is one reason why we thought 
if we would have a moderate incentive in our contract to insure that 
they also participate in some of this saving to some degree, that we 
then would be able to get the lion’s share of the saving and let them 
take a little benefit also. It is a rather delicate thing to work out. 
We are now working on that problem. 

(Discussion off the record.) 

Mr. SHEPPARD. On page 7 you refer to the new type of contract 
you have designed to encourage programs with private shipyards. 
While you have discussed it, I wish you would go into that aspect 
a little more definitely. 


APPLICATION OF VALUE ENGINEERING TO PRODUCTION OF PROTOTYPES 


Admiral Mumma. What is meant there is that in the value engineer- 
ing prototype we get the plans and specifications in such form that 
we have a complete set, including the cheapest factors, to know 
exactly what it takes to produce this item. Provided with all of this 
complete information, it is very easy to get good competitive open 
advertised bidding contracts with a firm, fixed price. 

Mr. SHepparpD. That holds in any procurement field, does it not? 

Admiral Mumma. That is right. 

Mr. SuHepparp. Especially if you have competition among the 
bidders? 

Admiral Mumma. That is right. 

Mr. SHEepparD. The only time you do not get the complete benefit 
of predetermination is where you are in a business where you do not 
have any competitive aspect. 

Admiral Mumma. That is right. 

Mr. SHepparp. And then possibly some compromises have to be 
approached. 

Admiral Mumma. There is a price we pay for this. It is delay, 
because it takes longer to develop the prototype and takes longer to 
get the plans and specifications ready. That is the price that we pay 
in this case. We hope it is not a fatal price in the availability of the 
equipment. 

Mr. SuHepparD. That would also fall under the so-called percentage 
of risk that we hear referred to quite frequently, would it not? 

Admiral Mumma. Yes, sir; it certainly would. 
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Mr. SHEPPARD. On page 7 you also refer to your plan to let con- 
tracts for production of prototype landing craft which incorporate the 
value engineering principle. Are we to assume after that you antici- 
pate letting contracts to mass produce items? Have you had any 
experience under this category? 

Admiral Mumma. We had experience during the war, when we had 
this kind of volume production; but, since the war, we have not had 
sufficient volume to think it was worth while. Now, however, with 
value engineering becoming a major premise, we feel it is worth taking 
the time and the effort to value engineer it completely to mass produce 
it in safe but smaller numbers; but, even with smaller numbers we are 
going to get tremendous savings. 

Mr. SHepparD. There is a latent potential connected with the mass- 
production operation. Would that possibly develop into concentrat- 
ing your work in too few yards, instead of general dispersal? I ask 
that question upon the premise that the average man in the industrial 
production field feels that, up to the point of diminishing returns, by 
mass production he can operate at a lesser cost factor. 

Now define the influence that might have on the distribution of the 
workload. 

Admiral Mumma. We would still be faced with the problem of slic- 
ing it into small-enough packages so that we could distribute the work 
and still retain the advantages of mass production and this can be 
done by breaking down all ships; in other words, breaking down into 
LCM’s in one package, LCVP’s in another, LCPL’s in another, 50- 
foot utility boats in another, or by actually letting them in a lump, 
with a certain number of boats in each lump contract. 


VOLUME OF WORK BY PRIVATE SHIPYARDS 


Mr. SaepparD. How much of your work is being performed in pri- 
vate shipyards in fiscal year 1956 and what is contemplated in 1957, 
both as to volume and also as to dollars? 

Admiral Mumma. In 1956 under this first appropriation we have 
approximately 62 percent of the ship building and conversion in 
private yards. That would amount to around $830 million worth 
in private yards. 

Mr. Suepparp. Do the fiscal 1957 shipbuilding costs presently 
reflect favorable bids received so far in fiscal year 1956? 

Admiral Mumma. I did not quite understand the question. 

Mr. Suepparp. I say, do the fiscal 1957 shipbuildinge osts as 
presently contemplated indicate that you are going to have a reflec- 
tion of the favorable bids received so far on your 1956 program? 

Admiral Mumma. Yes, sir. There are going to be several benefits 
accrue in the 1957 program, and that is included in our estimates; 
because, in the first place, we have some prototypes which will come 
in next December. In other words, every ship is always a type of 
lead ship. In addition to that, we will have a competitive factor 
also still very strongly with us, enhanced between private yards. 

I do not believe | completely answered your question on the 1957 
budget. The 1957 budget has not been decided as to exactly what 
the split might be between private and Government yards; but. it. is 
estimated it will be lower than the 62 percent. It will be closer to a 
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50-50-split, because of the fact this is the year that a carrier would 
normally go into the naval shipyard. 

Mr. Sueprparp. What is the reason at this time for your not being 
able to establish your portion and that going into private yards? 

Admiral Mumma. It will be about 50—50 this year. 

Mr. SHepparp. Is that reasonably firm? 

Admiral Mumma. That is within a few percent, yes, sir. 

Mr. SHepparp. You have an extensive program involved here. I 
am just wondering how many changes might possibly be in the offing, 
or if we have any indications of potential change in this prototype 
field. I assume a program of this character is surveyed and is deter- 
mined as essential and strictly necessary and any injection into the 
program would throw the program completely out of step, would it 
not, insofar as what you aspire to attain in fiscal year 1957 under this 
budget? 

Admiral Mumma. It would depend upon the magnitude of the item 
that would be in question. 

Mr. SHepparp. I presume I can take the position that every item 
of ship construction being presented under your 1957 appropriation 
requirement is essential to accomplish the missions of the Navy that 
are now established? 

Admiral Mumma. Yes, sir. 

Mr. SHepparD. There is no assumption on this? 

Admiral Mumma. No question. It is designed right down to the 
bone. 

ADEQUACY OF APPROPRIATIONS 


Mr. SHepparpD. That prompts a question I think is worthy of 
bringing to your attention. 

I notice from a recent United Press dispatch that Adm. Irving T. 
Duke, commander of the naval forces in the recent Iwo Jima war 
games, was quoted as saying at that time that there was “just not 
enough money to go around.” 

He also reportedly said, ““Many of our amphibious ships are threat- 
ened with obsolescence, but they have to stay in operation because 
training is necessary and because we have no new ships to replace 
them.” 

I would like to know what your reaction may be to the comments, 
and are the comments literally true? As chief of the Bureau I am 
sure you know whether or not they are. 

Admiral Mumma. There are two portions to that question, Mr. 
Chairman. One is the operational requirement aspect of it, and the 
second is the obsolescence aspect of the ships. 

I would like the Chief of Naval Operations representative to answer 
to the first portion of that if I may. 

Mr. SuHepparp. I want the first portion of it first because I quote 
again “Just not enough money to go around.” Let us pick it up and 
get the answer to that because that is important to me. 

I want to find out the source of the lack of funds. 

Admiral Mumma. I would like to ask Admiral Sanders of the Chief 
of Naval Operations Office to answer that question, sir. 

Mr. SHepparp. Very well. 
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DETERMINATION OF NEED FOR SHIPS 


Admiral Sanprers. The best answer to your question, Mr. Chair- 
man, is to state how this program has been evolved under the Chief 
of Naval Operations. 

The need for ships of various types is considered by a special ship- 
building committee, the members of whom are key people in the 
various operational fields in the Office of the Chief of Naval Opera- 
tions. The recommendations of the commanders in chief of the fleets 
are sought and considered by this committee. 

The recommendations of the committee are then transmitted to 
the Chief of Naval Operations for his approval prior to the formulation 
of the shipbuilding program. 

It is obvious that in any construction and conversion program there 
must be some figure established as to the funds which may be available, 
and whether that be $2 billion or $1.5 billion, everybody must recog- 
nize that with a budget of certain proportions there must be and should 
be a certain amount established for construction and conversion of 
ships. 

If it is assumed that the maximum figure which is available is $2 
billion, then there are some primary considerations which must be 
gone into in formulating the numbers and types of ships to be in the 
program. 

The first is what are the primary needs of the Navy, whether it is 
attack aircraft carriers, escort types, or what. What types are essen- 
tially needed to carry out the Navy’s mission and tests. 

The next major question which must be considered is in what types 
of ship can we best utilize technological advances which will con- 
tribute most to the Navy’s effectiveness, such as nuclear power and 
guided missiles, mobile airpower, things of that kind. 

Mr. SHepparpb. In other words, Admiral, what you are telling me 
here is that there are certain fiscal requirements which have to do with 
the allocation of funds. That is what you are actually telling me. 
Is that right? 

Admiral Sanpers. Yes, sir. 

Mr. SHepparp. And through the formula you have just recited 
there have been determinations made. 

My next question is back again to the money aspect. In the 
previous budget requests before this committee I do not recall any 
funds being deducted from this particular phase of money requirement. 

Am I right or wrong on that, Admiral Smith? 

Admiral Suiru. Perfectly correct. 

Mr. SuHepparp. All right. It is not a question of money as such. 
It is a question of rearrangement within the policies of expenditure. 
Is that correct? 

Admiral Sanprrs. Yes, sir. 

Mr. Suepparpb. Of course it doesn’t appear that way to the public. 
[t would occur to me, gentlemen, with the formula of top secrecy 
with which we are all so definitely enveloped at the moment, it might 
be well if comments of this character were scrutinized. I personally 
do not like that comment, because it leaves a hiatus of understanding 
in the minds of many people which I do not think is proper today. 

There may be an error in my concept but that is the way I feel 
about it. I believe the members of this committee and the Congress 
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which has passed your bills with a reasonable degree of liberality on 
many of the very important points would feel likewise. We have 
taken Navy’s word-pretty much across the board. Naturally when 
characterizations of this character appear in the public press under 

uotations it causes members of this committee to stop and do some 
thinking and listening. 

I am not criticizing the gentleman’s statement because under the 
circumstances maybe he was justified in his feelings about it. It 
might have been phrased in a little different way with a little better 
understanding of what you have just expressed to the committee. 

It is not a question of money in this field as the money was originally 
supplied by the Congress. What is your answer to that? 

Admiral Sanprers. That is correct. 

Mr. SuHepparp. If you have an explanation of your answer you 
may proceed with it. 

Admiral Sanprrs. I would like to do that, Mr. Chairman. 

Mr. SHepparp. Proceed. 

Admiral Sanprrs. Any military service, in drawing up a program 
for new construction and replacement of old types and for conversion 
of ships, has to realize that only a certain amount of money is available. 
We see this same thing in the Air Force. With that as a reasonable 
yardstick we have formulated a program which we feel sure meets 
the Navy’s needs of the future. 

There are enthusiasts in every field, and people who are engaged 
in the amphibious part of the Navy will feel that their part is not 
receiving sufficient emphasis probably. In the same way the sub- 
marine people may feel the same. 

Mr. SHeprarpD. You would not have them otherwise, would you, 
if they are worthy of the positions they occupy? 

Admiral Sanpers. That is right. It is up to this committee and 
the Chief of Naval Operations to establish a balance among all of 
these claims. 

Mr. SHeprarp. Let us assume that you had adequate funds pro- 
vided for this particular field of function to which the admiral addres- 
sed himself, and because of policy it was not allocated for the purpose. 
What would happen to the money? 

Admiral Mumma. May I answer that? 

Mr. SHepparp. Yes. Who is second guessing the Congress after 
we accept it on the basis of the original justifications? 

Admiral Mumma. I do not think you will find there has been a 
diversion of the money after it has been appropriated, Mr. Chairman. 
The record for 1956 appropriations, the amount of money appropriated 
in this particular area in the amphibious area, was absolutely zero. 

The reason for that was that it was felt in the 1956 appropriation 
emphasis should be placed in other areas. 

However, in the 1957 program we have again reemphasized the 
amphibious area, and there is money for 1 LPH conversion, 
money for 1 APA conversion, a request for money for 62 LCM-6’s, 
110 LCPL’s, 3 LCU’s, and 100 LCVP’s. 


SUMMARY OF REPLACEMENT PROGRAM 


Mr. Suepparp. Those, however, are in the category of replace- 
ment, are they not? 
Admiral Mumma. Those are replacement craft. 
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To give you a summary of the situation since 1948——— 

Mr. SHEPPARD. I wish you would do that and address yourself 
to the obsolescence aspect which has been referred to. 

Admiral Mumma. That is correct, sir. I intend to do that. 

Since 1948, or, for that matter, since the war, we have built 1 inshore 
fire-support ship; 4 LSD’s, landing ships dock; 16 LST’s, landing ships 
tank; and 1 CLC, which is a large command amphibious cruiser, for a 
total of 22 ships. 

Ships built prior that are in the amphibious force now, built prior 
to 1948, number 121 ships. Their average age, of course, is now in 
the vienity of 10 years, so that we have replaced in the 7 years inter- 
vening, since 1948, only 15.4 percent of our ships, which indicates that 
it is not quite a replacement rate to keep them all modern, so that we 
are falling behind. 

Unfortunately this is also the case in all of our ship types throughout. 


OBSOLESCENCE FACTOR 


Mr. SHepparp. Where would we find the so-called fund require- 
ment which would be applicable to the obsolescence issue? Where is 
that located in your budget requirements? 

Admiral Mumma. I think an indicator of that type is in the appro- 
priation “Ships and facilities,’ the maintenance of the fleet. We have 
several indicators throughout the review of that program, that appro- 
priation, where we can point out where increased age has caused in- 
creased expenditures. 

Mr. Spepparp. As long as that is to be developed in the later 
details, there is no need of our having a repetition in the record and we 
will address ourselves to that aspect of it when we come to that 
particular activity. 

Admiral Sanprrs. One point I would like to inject in addition to 
Admiral Mumma’s statement, and that is that consideration must be 
given to how long it takes to build a certain type of ship, and whether 
or not substitutions can be made for certain types. 

In the case of DLG’s, submarines, and so on, which have a long 
building period, it is more sensible to build those types than it is to 
build some amphibious types for which you can use certain available 
merchant types in an emergency. 

Mr. SuHepparp. I think you are absolutely correct in your state- 
ment. The thing I am more concerned with at the moment is this: 
it is rather obvious to me there is a certain type in your amphibious 
operations where you yourselves would not survey out X ship or 
ships, because of the longevity that is still anticipated in them. 

However, you obviously shorten the length of that longevity by 
permitting undue obsolescence to take place which could be corrected 
as you proceed along. Is that true? 

Admiral Sanprrs. That is true and it applies generally to the other 
types, also. 

Mr. SuHepparp. That is the thing in my opinion that is more im- 
portant here at the moment than anything else, because your replace- 
ment program obviously takes care of itself, and yet it leaves a hiatus 
of ships here, which by having proper care and perhaps replacements 
and modernization would be adaptable to that procedure. It is a 
question within that field of whether adequate funds are being pro- 
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vided to see that these ships do not go into a status of obsolescence 
more rapidly than they should. That is what I address myself to. 

When we come to that section I would appreciate it if you would 
care to address yourself to that problem very carefully in detail, 
specifically dollarwise, lack of dollars, and so forth. 

Admiral Mumma. May I correct one thing which may be an im- 
pression, Mr. Chairman? 

Mr. SHEPPARD. Surely. 

Admiral Mumma. I made a statement there were no amphibious 
vessels in the 1956 program. There were some amphibious craft, 
smaller types. 


AWARD OF CONTRACTS TO PRIVATE SHIPYARDS 


Mr. WicGieswortu. Admiral, I note your statement on page 9 
in your opening remarks to the effect that the award of work to private 
yards is influenced by the necessity for maintaining a nucleus of 
integrated yards for major combatant ship construction and for 
encouraging a widely dispersed shipbuilding industry. 

I understand from what you have said that while there may be a 
slight variation in percentage, depending on the ultimate decision 
as to where the construction of the new carrier if authorized will be 
placed, that there is no change in the fundamental policy of the 
Department in this connection, and that the same policy will be 
continued in the future as has been pursued in the past? 

Admiral Mumma. That is correct, Mr. Wigglesworth. 

Mr. WicceLeswortnu. In the matter of design, is there any change 
in policy or will that also be shared on the same fundamental policy 
as in the past? 

Admiral Mumma. The design ordinarily, as you know, sir, goes 
along witb the contract, that is the preparation of working plans 
and the design. To the maximum extent possible we adhere to that 
principle because it insures that we get the most coordinated and 
successful completion of the ship, so there is no change in that policy, 
either, Mr. Wigglesworth. 


RESEARCH AND DEVELOPMENT PROGRAM 


Mr. WieGciesworts. I have noted at the bottom of page 5 and the 
top of page 6 of your opening statement the following: 

The Bureau of Ships is engaged in an increasingly important research and 
development program, funds for which will be requested at a later date. 

Exactly what does that mean? 

Admiral Mumma. It means that that comes under a separate appro- 
priation, Mr. Wigglesworth, and it is not included in either of these 
two appropriations. 

Mr. WieGLeswortH. It doesn’t mean it is not included in the over- 
all budget that Congress is considering at this time? 

Admiral Mumma. That is correct. It will be just later in this 
program. 
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REDUCTIONS ACHIEVED BY VALUE ENGINEERING 


Mr. Wiae.eswortu. [| have noted with interest the savings which 
vou have. achieved and hope to achieve under your value engineering 
program. hat appears to me to be a most interesting development. 

I note that vou refer on page 5 to other savings. You say that due 
to lower prices just received from several large contracts in the 1956 
program, funds in a certain amount can be reprogramed. 

What is the overall reduction in these 1956 item costs as compared 
with your estimates a year ago? 

Admiral Mumma. The total is something on the order of $24 million 
or $25 million, I believe, sir, of which this $17 million represents a por- 
tion, and I think we have downwardly repriced this program by a total 
of approximately $9 million, so 9 plus about 17 is closer to $26 million. 

Mr. WiceLeswortH. You mean you were able to obtain certain 
large contracts for construction under the 1956 program for about $26 
million less than you thought would be required a year ago? 

Admiral Mumma. That is right, sir. 

Mr. WiacieswortH. What was the overall estimate a year ago 
and the actual contract price reflecting this difference of about $26 
million? 

Admiral Mumma. The carrier represented a portion of that. We 
had estimated that the increase in labor and material between 1955 
and 1956 would cause an increase of about 8 or 9 million dollars. 
Actually we got a price almost exactly the same as if the ship had been 
let the year before. In other words, the increase in material and 
labor was not reflected in increased cost of the ship, so that either the 
profit is less or the cost of constructing the ship is expected to be less. 
That accounts for a segment of it. 

Mr. WieeiteswortnH. That is carrier No. 5? 

Admiral Mumma. Yes, sir; that is correct. 

In the additional ships previously mentioned, the DL’s and the 
destroyers, we had a very competitive market there, and again the 
suspected increases in labor and material which had been included in 
our estimates, even though the labor and the material costs actually 
have increased, the fixed price contracts we got for those ships were 
approximately $15 million less than we had anticipated for the total 
of 10 ships. 

Mr. Wieeteswortu. Offhand what was the contract price for 
those 10 ships? 

Admiral Mumma. Total contract price of those 10 ships was ap- 
proximately $170 million plus, sir. 

Mr. WiGaGLeswortH. You attribute these savings to competition 
rather than to any decrease in either labor or material costs, I take it? 

Admiral Mumma. Yes, sir; because labor and material costs have 
actually not decreased. 

Mr. WicGLeswortH. What is the figure on the final page of your 
statement, $94,435,000? 

Admiral Mumma. That represents an accumulation of downward 
reprograming of all the programs from 1952 through 1956. 

Mr. WicGLeswortH. Those will be gone into in detail subsequently, 
T assume? 
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Admiral Mumma. Yes, sir; we have greater detail on that isolated 
by years. 


INVENTORY ANALYSIS 


Mr. Wiee.eswortn. In talking with Admiral Leggett a year ago 
about savings, he referred to substantial savings as the result of in- 
ventory reanalysis and reductions. He gave us some figures showing 
in respect to. 

Parts inventory, for instance, that there had been a decrease from 
1954 to 1956 of from $836 million to $613 million. Do you have any- 
thing to add to that? 

Admiral Mumma. Yes, sir. In 1956 shipbuilding program alone 
we expect that we will save the appropriation approximately $21 
million by using equipment that is now on the shelf, in other words, 
which is called economic reserve. That is in this one fiscal year 
program alone. 

Of course, there are other large quantities covered under the ships 
and facilities appropriation, which is separate from this one, and will 
be covered in detail when we get to those items. 


COMPARISON OF REPAIR PARTS INVENTORY 


Mr. WiGGLESWoORTH. Just as a matter of interest, I shall appreciate 
it if you will give us a comparable figure for 1957 to those given us by 
Admiral Leggett a year ago to which I have just referred on page 612 
of last year’s hearings? 

Admiral Mumma. We will supply that information, sir. 

(The information requested is as follows:) 

Value of repair parts inventory—The June 30, 1955, actual inventory amount 


was $713,359,000; the estimate for June 30, 1956, is $716,260,000; on July 1, 1956, 
the $716,260,000 will be transferred to the naval stock fund. 


CONSTRUCTION OF COMMERCIAL VESSELS 


Mr. WiccieswortH. Last year Admiral Leggett also gave us a 
brief picture of commercial vessels under construction in private 
yards and what he saw as possible by way of additional work in the 
coming fiscal year. He at that time was in very close touch with that 
picture. 

If you have similar information I would appreciate it if you would 
furnish that. 

Admiral Mumma. I have a summary, Mr. Wigglesworth, of the 
large seagoing or inland waters merchant vessels under construction 
or on order as of February 1, 1956, just about a month ago. 

On this there is a list of some 26 vessels and where they are being 
built, with a description of the type of the vessel. 

If you would like to have that for the record, sir? 

Mr. SHepparp. Insert it in the record at this point. 

(The information referred to is as follows:) 
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Large seagoing or inland waters merchant vessels under construction or on order as 


of Feb. 1, 1956 

















Name of plant Date of contract Type of vessel Owner 
Avondale Marine Ways, | September 1955.......) Cargo.....--.. ....| Maritime Administration 
Inc. (MSTS). 
saree Is sicae ics bam ceases den aac ama aii Mach uitiinieacs Do. 
bias’ MSS oobi ch dd db. AM 05d con Do. 
Bethlehem Steel Co. | January 1955_......--- ho ee | Chas. Kurz & Co., Ine. 
Quincy. 
Bethlehem Steel Co., Spar- | November 1954_.__.- ciptiaik: O0sn4 ++ entiieeets Cities Service Oil Co. 
rows Point. Casts Ao anal nin aerial tagecel ais ch eclherennavetl Do. 
Pg BERR pele Minot tthankedas Do. 
March 1955- - - --- .| Ore carrier..........| Iron Mines Co. of Venezuela. 
ol ee ee ee Re Do. 
sb ARIE, cw giibucniheed sibel Tanker. ............| J. M. Carras, Inc. 
Bethlehem Steel Co., | August 1955...........}...-- ites anaes .--| Maritime Administration 
Staten Island. (MSTS). 
ere i < ihiei- napa ssh ie d-<< 450540 Do. 
Ingalls Shipbuilding - ------- November 1064........{.....do.............. Do. 
October 1955-_-..-.-..- Passenger-cargo.- - - -- | M eens Lines. 
a ence okcmnstetl dike sedi bs sada oy a 0. 
Maryland Shipbuilding... - August 1965........... Cargo ship (dock) _- wt Administration 
MSTS). 
John H. Mathis Co-__..-..-.- June 1955........-.....| Passenger-autoferry | New Bedford, MarVin, 
| Nant. SS Auth. 
Newport News Shipbuild- | March 1955.......--.-- Ed. dncuntee | The Texas Co. 
ing & Drydock. pf Eee eeee Meta coves sess Esso Shipping Co. 
ional Se a eS ee ee Do. 
January 1956---.-- .| Passenger-cargo- . --- | Grace Lines. 
AS a 3 hat deen Rich seca iliac | 0. 
Sun Shipbuilding & Dry | November 1954_._..--- nc es dcce .-| Maritime Administration 
Dock Co. (MSTS). 
Sade bel 6 itch SaaS he eS ae Do. 
ELE RE ee te oid autetpecern Do. 
July 1955..............| Roll-on roll-off... .-.| Do. 
Total, 26 vessels, 








Mr. WiccLteswortH. Can you add anything by way of prophecy 
as to the next fiscal year? 

Admiral Mumma. I would say, sir, that the situation is improving. 
The number of ships that are being constructed under the exchange 
program is increasing, and the general activity in the commercial 
maritime field is greatly improved over the last couple years. In 
view of that we find this is very heartening to us in the Navy because 
it has a tendency to support more equitably the private shipbuilding 
industry and it provides a better mobilization base for future require- 
ments of the Navy. 


CONTRACTS TO BE AWARDED IN FISCAL YEAR 1956 


Mr. WiccLteswortH. Under date of January 27 the Navy stated 
that there remain to be awarded, in the 1956 shipbuilding program, 
1 submarine, 2 ammunition ships, 2 escort vessels, 2 mine sweepers, 
5 patrol vessels, and 10 landing craft, all these vessels to be awarded 
to private yards on a competitive basis. 

Mr. SuHepparD. That will be developed in the 1956 program we are 
going into later on, Mr. Wigglesworth. 

Mr. WicGcieswortu. All I would like to obtain, Mr. Chairman, is 
information as to when contracts for the ships I have just referred to 
are expected to be awarded. 

Admiral Mumma. I would like to review the list. We anticipate 
they will all be awarded before the end of this fiscal year. 

Mr. Wiee.eswortu. I would like for my own information or for 
the record to have the best guess you can give by category: 
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Admiral Mumma. The YP’s will be awarded during March, sir 
the five YP’s 

The SS.will,be,sometime within the next 3 months. 

The MSI’s we expect to award by mid-May. 

The LCU’s will be awarded around the first of June. 

The AE’s will be awarded around mid-May. 

The DE’s will be awarded at about the same time. 

Mr. Wicce.ieswortu. I assume 1957 program questions should be 
reserved, Mr. Chairman, until later? 

Mr. SHepparpb. Yes, Mr. Wigglesworth. It will keep the record in 
better continuity. 


ACTIVE AND RESERVE FLEETS 


Mr. WicGieswortnH. Looking over Ist year’s record I notice we 
were given a figure of 1,001 for an end vear number of ships in the 
active fleet and a figure of 1,464 for the reserve fleet. You give us a 
figure of 984 ships for the active fleet 1454 for the reserve fleet in 
the current year, as compared with 1,005 and 1,769 for end of fiscal 
1957 when you appeared before the full subcommittee. 

I wonder if vou could straighten that out? 

Admiral Mumma. The number of ships active in 1956 has decreased 
from the plan, from the anticipated 1,001 to a figure of 985 active, 
and the number of ships in the reserve fleet instead of 1,464 is 1,454. 

These changes, a major number of them, are represented by addi- 
tions to the fleet in some areas and m: ajor deletions in others. 

For example, in the category of warships during the fiscal year 
there was an increase of 2, in mine vessels there was an increase of 3, 
in patrol vessels there was an increase of 9, in amphibious vessels 
there was a decrease of 33, and in auxiliary vessels there was a decrease 
during the fiscal year of 26. 

Many of these decreases resulted in increases in the reserve fleet, 
but not to as great a degree as would have brought the figure up to 
your 1,464 figure. 

Mr. WicGLEswortuH. The result is, is it not, that the total for the 
active and the reserve fleets is less than the total anticipated a year ago? 

Admiral Mumma. Yes, sir. There are transfers to foreign navies, 
other losses of ships by surveying and scrapping which have accounted 
for that reduction from the original plan. 

Mr. WicGLEsworthH. I think that is all I have at the moment, 
Mr. Chairman. 

Mr. SuepparD. Mr. Ostertag, any questions pertaining to the 
statement? 

We will pick up the details as we proceed. 


GUIDED-MISSILES PROGRAM 


Mr. Ostrertac. Admiral, I note in your statement that emphasis 
has been placed on the conversion or transfer from a conventional 
type of ship in operation to the nuclear operation. 

Admiral Mumma. Yes, sir. 

Mr. Ostertac. And that the fleet in the future will be largely 
nuclear powered, armed principally with guided missiles. Does that 
mean that the guided missiles are taking the place of aircraft or does 
it mean they are taking the place of weapons, such as guns, or both? 
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Admiral Mumma. I would estimate that the guided missile is gradu- 
ally encroaching on both fields, but to a much more rapid degree in 
the field of the gun. In other words, it becomes a defensive weapon 
earlier in the program, and it may be a long time before it takes over 
the role of a piloted aircraft. 

Mr. OstrrertaG. As an offensive weapon? 

Admiral Mumma. Yes. 

Admiral OstertaGc. Admiral, I note in your statement that you 
refer to a nuclear powered guided missile cruiser, as a part of the 
program for 1957. Does that mean that guided missiles will go on 
cruisers primarily rather than on aircraft carriers? 

Admiral Mumma. The incorporation of the guided missile into the 
fleet is'a matter of choice as to the platform and that is more an 
operational decision and could best be answered, I believe, by Admiral 
Sanders or Admiral Mendenhall of the Ship’s Characteristic Board 
from the Chief of Naval Operations side of the house. 

Admiral Sanpers. The answer to that question is “No.” The 
transition to nuclear power for surface ships as shown in this guided- 
missile cruiser and the transition from guns to guided missiles as 
shown in this same ship are two separate trends. 

It is contemplated that the guns on carriers and cruisers, both 
antiaircraft guns and surface guns, will be replaced with guided 
missiles as soon as the state of the art permits. It is also contem- 
plated*that the surface craft will be nuclear powered as soon as it can 
be done. The cruiser is a better ship for the installation of guided 
missiles than the aircraft carrier because one of the cruiser’s duties is 
to screen and protect the aircraft carrier. Does that answer your 
question, sir? 

Mr. Osrertaa. In other words, the missile will be a part of the 
defensive mechanism for the carrier? 

Admiral Sanpers. The missile largely will be a part of the arma- 
ment for air defense and for defense against surface forces in the 
ships which screen the carriers in a carrier task group. Those ships 
will be cruisers, DLG’s, and destroyers, and this program shows we 
are putting guided missiles in those three types and also we are put- 
ting nuclear power in one cruiser. 

Mr. OstertaG. From an offensive standpoint, where would our 
operations be insofar as the use of guided missiles is concerned? 
Would that be from the carrier? 

Admiral Sanpers. No, sir. The offensive use of moderate-range 
cvuided missiles if from submarines and from cruisers and later, as we 
develop medium-range guided missiles, from submarines and surface 
ships. 

Mr. Ostertac. | note that emphasis has been placed on the change- 
over that is taking place in the Navy—that is, the transfer from the 
conventional naval operation of ships at sea to the nuclear Navy of 
tomorrow with emphasis on guided missiles. 

Recognizing that such a change is necessary and desirable—and | 
think we all applaud these developments and the advancement the 
Navy is making in keeping ahead of, or abreast of these changing 
conditions and developments—but recognizing, also, that any poten- 
tial enemy might have the use of a large number of submaritiés, where 
in this program do we find the antisubmarine de ‘velopment to combat 
such an eventuality insofar as the control of the seas is concerned? 
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Admiral Sanpgers. The antisubmarine developments—— 

Mr. OstertaG. Is this subject matter covered in your statement? 

Admiral Mumma. It is not. 

Mr. Ostertac. Under the circumstances I shall withhold the ques- 
tion until later. 

That is all, Mr. Chairman. 


SHIPBUILDING AND CONVERSION, NAVY 


WITNESSES 

REAR ADM. ALBERT G. MUMMA, UNITED STATES NAVY, CHIEF, 
BUREAU OF SHIPS 

REAR ADM. FREDERIC 8S. WITHINGTON, UNITED STATES NAVY, 
CHIEF, BUREAU OF ORDNANCE 

REAR ADM. H. SANDERS, UNITED STATES NAVY, ASSISTANT CHIEF 
OF NAVAL OPERATIONS (FLEET OPERATIONS AND READINESS) 

REAR ADM. W. V. MENDENHALL, UNITED STATES NAVY, DIRECTOR, 
FLEET DEVELOPMENT AND MAINTENANCE DIVISION, OFFICE OF 
DEPUTY CHIEF OF NAVAL OPERATIONS 

CAPT. W. I. BULL, UNITED STATES NAVY, ASSISTANT CHIEF OF 
BUREAU OF ELECTRONICS 

WILLIAM 8. WILLIAMS, COMPTROLLER, BUREAU OF ORDNANCE 

ROBERT D. SIMMONS, ASSISTANT COMPTROLLER FOR BUDGET, 
BUREAU OF SHIPS, OFFICE OF THE COMPTROLLER 

HON. W. B. FRANKE, ASSISTANT SECRETARY OF THE NAVY FOR 
FINANCIAL MANAGEMENT 


Program and financing 
| 
1955 actual | 1956 estimate | 1957 estimate 


PROGRAM BY ACTIVITIES 


Direct obligations (volume of obligations for service 














account): 
1. Fiscal year 1952 program: 
Or SRE Sh ni ate cesinicseemanrmihigns tank $61, 342, 433 $55, 000, 000 $48, 000, 000 
Sy SINS Fo hitd dnd dinakteonessetementia 9, 765, 122 1, 000, 000 1, 000, 000 
2. Fiscal] year 1953 program: i 
I ania oe leinieiasbaeguaainmepianeed 94, 057, 699 69, 000, 000 32, 000, 000 
ep IDS 5 ilo ~< Seinissectebtenessatied 4, 358, 490 1, 000, 000 1, 000, 000 
3. Fiscal year 1954 program: 
Ble PIES occ wltcarewdddacnsdasehualennedtdews 108, 404, 271 32, 000, 000 24, 000, 000 
a SE een ces 11, 162, 502 3, 000, 000 1, 000, 000 
4. Fisca] year 1955 program: 
CD TALE. - 56 bn tid bch imiuttngsce—sess 542, 671, 790 105, 000, 000 45, 000, 000 
SN Sn 6 ncn stonnectesnesGhghounded 52, 366, 525 9, 000, 000 4, 000, 000 
5. Fiscal year 1956 program: 
I cn ctiniivhdininnsorepiey icamepnnleiaiadl 13, 019, 767 668, 417, 993 121, 000, 000 
Rn en wat maar s wie emme miei emaalaaens awed a 73, 400, 000 30, 000, 000 
6. Fiscal year 1957 program: 
OO 0 ee eee ee 20, 000, 000 730, 000, 000 
ey Obmmeene..ooi-sis5d si call swbbitneecubdd hdd dntenddbanen ale 16, 600, 000 80, 000, 000 
7. Fiscal year 1958 program: 
PT ttt hot recunaduaxcann tonheukewban sige aneepneeeaaitne stile ciiteias 25, 000, 000 
ee CPN ig. 555 adn <i} - fbi peendininanbdsdehendse-aidab dds dé3~ teed dobe aa 20, 000, 000 
8. Reserve tools and facilities... ...........----..-.. 1, 407, 158 WD in nance Code biiees 
9. Electronics major procurement---..--..-.-.------ 34, 612, 707 89, 581, 165 98, 000, 000 
po NEE ES Sree ae 933, 168, 464 | 1, 143, 992, 000 1, 260, 000, 000 
Reimbursable obligations (volume of obligations for 
other accounts): 9. Electronics major procurement-.._-| 44, 075, 000 26, 840, 000 5, 000, 000 
IIIT, |< nica ccantiuntsccesinessseny ss 977, 243, 464 | 1,170, 832, 000 1, 265, 000, 000 
FINANCING 
Comparative transfers from other accounts._........--.. —77, 879, 707 ~~ SOE OOS Licesdonnsnoudeoe 
Unobligated balance brought forward: 
Appropriation and reimbursements earned_--_......- —623, 914,581 | —771, 271,225 | —1, 020, 781, 390 
Anticipated reimbursements from military assist- 
Se BPO oi entccsesessccssncnceiscss oosenncdsccccatsleqncesevennpeens —17, 305, 012 
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Program and financing—Continued 











FINANCING—continued 


Unobligated balance transferred from. ‘‘Reserve tools 








1955 actual | 1956 estimate | 1957 estimate 
































and facilities, Department of Defense”’ (67 Stat. 338)..| —$2, 400,000 |-.......-...-.-.]----2---2 eee 
Unobligated balance transferred from ‘‘Ships and facili- 

ties, Navy”’ (anticipated reimbursements to be earned | 

from military assistance fund reservations) ...........- oscnneiwekseenls SS | 

Advances and reimbursements from other accounts. --.-.|.......- eae —1, 669, 000 —$5, 000, 000 

Recovery of prior year obligations_.__...............--..- OG EL GEL, GOR! ton nacddsbedamieaaiblncs erceetiadeoaxaaien 

Unobligated balance carried forward: | | 

Appropriations and reimbursements earned _-__------ 771, 271, 225 | 1,020,781, 390 1, 195, 991, 390 

Anticipated reimbursements to be earned in future | 
years from military assistance fund ponervetions.... stiie bad 17, 305, 012 11, 095, 012 
DRE, < cdacnciiitzabmecksancdudeeuencmen 1, 042, 400,000 | 1,387, 634, 000 1, 429, 000, 000 
IRs iccncavscasenvecessnssnssebsess unendsecauecsas OO Prtecndnascecenine 

| 

Obligations by objects 
Object Classification 1955 actual | 1956 estimate | 1957 estimate 
DEPARTMENT OF THE NAVY 

Tota] number of permanent positions...............-.-- 4, 750 5, 288 5, 116 

Full-time equivalent of all other positions..-........-..-- 2 2 2 

Average number of all employees----.-.-.-..------------- aa 5, 748 4, 881 4, 888 

Number of employees at end of year- .---- emery 4, 952 4, 888 4, 888 

Average salary and grades: nat oT 

Genera] schedule grades: 
ET n04Glonngaceksbeasatrakeepakoumes $4, 417 $4, 7 $4, 759 
EE IE ie nig hth ohn cdepcimetabioewsnckirn GS—6.1 GS—6.1 GS—6.1 
Ungraded positions: Average salary ....-.----------- $4, 315 $4, 458 $4, 456 
Direct obligations (volume of obligations for service Bes ie 3 
account): 
01 Personal services: 
Permanent positions... .......+.:s.........- $27, 628, 124 $24, 957, 100 $25, 143, 500 
Positions other than permanent--.--.-.-...-- 7, 109 10, 800 10, 900 
Regular pay above 52-week base-.-.--.....-- 106, 269 es 
Payment above basic rates........-.-------- 1, 210, 083 1, 061, 300 1, 076, 300 
Other payments for personal services-.-.---- : 740 7, 800 7, 600 
i ae ae ee 
Total personal services......-.-...-------- 28, 952, 325 26, 133, 200 | 26, 238, 300 

OG TRI en cate dee sch aGeacedecdsaensdcdassuanee 451, 878 415, 000 415, 000 

08 Transportation. of things.................--..<-..<-.-. 2, 572, 752 | 2, 500, 090 2, 500, 900 

04 Communication Sérvices..............2.---sccc-cnce 86, 330 | 85, 000 | 85, 000 

05. Rests oni utility, serviess. .. ..............-......... 28, 350 | 30, 000 | 30, 000 

06 FRERERIS ONG TORTOGIICHION... .. ..nncccuccececenescoce 169, 743 | 175, 000 175 000 

07 Other contractual services. -........................ 821, 757, 422 | 378, 000, 000 | 415, 000, 000 

08 Supplies and matecrials_..---.-- kshhentattineeeeee 48, 989, 605 59, 000, 000 | 60, 000, 000 

OD PE ithe aco cdcnbbnpadseeneensincnsanechcatent 526, 216, 146 | 672, 187, 654 754, 825, 100 

13 Refunds, awards, and indemnities--.-...........--... 442, 048 | 500, 000 500, 000 

15 : SE GIB is oo nc cavadeccccccteccncsannce 109, 487 111, 000 111, 000 

ere ee ee 
: . Hotel direct obligations. .............--.<.----sn2<n 929, 776,086 | 1,139, 136, 854 1, 259, 879, 400 
Reimbursable obligations (volume of obligations for | 
other accounts): 

00 i IIE 5 cp stadia ducbating <penntetdidosensna | 44, 075, 000 | 26, 840, 000 | 5, 000, 000 
Total, Department of the Navy.......-...-..-..-- 972,851,086 | 1,165, 976, 854 1, 264, 879, 400 
ALLOCATION TO ATOMIC ENERGY COMMISSION | 

07 Other contractual services. -.-.......-.-..----.------ TGS fe ovo ctcactantas eiaciain 
ALLOCATION TO DEPARTMENT OF COMMERCE ade ie 

Total number of permanent positions. - .-..- banstadig conn 4 feavecsoamasuas Teena 

Average number of all employees. ------- Pei ahah ac enee , | ee 

Number of employees at end of year............-- betvincanas | DD leninudnicns cenntoledbaiel oa 

Average salary and grades: Be, 

General schedule grades: 
Average salary... --- ee ci epraiaimapessiapeigeadban I innecabindeckies tntindasl-Sesseneitenad 
Ps gidcadn diboucsnenenccs eine aieel a Excess ich ttine eeaiern i cunaeiinen nese 
Ungraded positions: Average salary...........-.--.. EE Tins cecetitantusel+uechamneatamene 
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Obligations by objects—Continued 


























Object classification 1955 actual | 1956 estimate | 1957 estimate 
ALLOCATION TO DEPARTMENT OF COMMERCE—Continued | 
| 

01 Personal services: | 
Permanent HOMINIS... . ..<dnnnsctercsiasosnn onan LEIS | dc ilnae: ctccemrebdanmiealt-<mcibeliaetie i uaiies 
Payment above basic rates_.......-.....-----.-- } le tenvitieenronanr Lil shane eataslateon 
Total personal services...........-.....-- ae | 10, 873 hot paicch nasiiadiniie ee 
ee ona sceennednineiinnwal Sethian dinaecesesiananbiameb iad demented 
ie eae eee eee eee ot haa hiemetsetseemice vee Toone alien ssl 
ee eee i, Tae Sar 42 [on nen-nan--w----|-----n---------- 
05 Rents and utility services............-.--.---------- DEE tiox= tt ne ner Keine nites gta’ e’ 
07 Other contractual services. ---.-............----.----.] 363, 207 | STE 1a. Settee nda enks =< 
Services performed by other agenc Seon ees Se cos Aideeen apse bell anastimeed beets 
De nnn. cn mmamepmmaiewiem en tte neheneetentcieeteneeeeeine 
Se kk eh kes tic os aah lL CS ok Soke anine ee SO Oe ee i... 
15 Taxes and assessments._..........----- niche ceiver SO ic cncanvescusiienhe cate ati ho 
Total, Department of Commerce- ---.-------- 413, 805 ; 4, 734, G4 tte 
ALLOCATION TO TREASURY DEPARTMENT A er 
NE Fe aes cicnbtetatbatvotoag 1, 164 8, 960 | $8, 960 
03 Transportation of things a iit tet diel aR: ED Pere os so ee Re ee eee a 
7 Other contractual services -- -- feedtenscedwen ee 115, 948 111, 0 | 111, 640 

OB. GRADO MROGITU sasasie cot cciteii te scnescnsnsces 17, 160 |--- 2 Se ewecewbevccweesusenss 

ee tne ammepananekons “ 339, 208 |--- aad ail sere patie ei ait 
Total, Treasury Department. ---..---------- 478, 573 120, 600 | 120, 600 
Datel eeeiiees: bos. k 3 977, 243, 464 | ‘4, 170, 832, 000 | ‘L 265, 000, 000 





Budget authorizations, expenditures and balances 





1955 actual 1956 estimate | 1957 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
I ki ik dead a tes ct ican act ta Sabdinigtceioias can sbeb it | $1, 042, 400, 000 | $1, 387, 634,000 | $1, 429, 000, 000 
Reappropriation of prior yes ar balances Sannin pa oe iaanae wean 9, 147, 165 ae 
Balance brought forward (appropriations and reim- | 
bursements earned): | 
NINE sgh TN, oh ath sw coed obcapn Ee date 1, 122, 734,902 | 1,170,347,480 | 1,526, 254, 531 
Rtas, ddnnnuane nabs sidmanen ne : 623, 914, 581 | 771, 271, 225 1, 020, 781, 390 
Unobligated balance transferred from “Reserve tools 
and facilities, Department of Defense,” (67 Stat. 338) | £000 000'). ere Bee es a 
Obligated balance transferred from “Ships and facilities, 
Navy,” (69 Stat. 308) : ooo: Se Ae? Oe Ge Gee lo oacree eth 
Reimbursements earned from prior year milite ary -assist- | 
ance fund reservations-----........-.-.-- tntpmaeeeee ene neon oF —6, 900, 000 —6, 210, 000 


Total budget authorizations available from appro- 

priations and reimbursements earned | 2,791, 449,483 | 3, 430,135,921 | 3, 969, 825, 921 
‘nobligated balance brought forward (anticipated Te- 
imbursements to be earned from military assistance 
fund reservations) - : 
Tnobligated balance transferred from “Ships and facili- | 
ties, Navy”’ (anticipated reimbursements to be earned | 
from military assistance fund reservations) ----__--- Coaeeae 


—_ 


Hep = 17, 305, 012 


a= 


amen | 24, 205, an2 | mince naan almanarares 


Total budget authorizations available. ___- a a 791, 449, 483 | 3, 454, 340, 933 | 3, 987, 130, 933 





EXPENDITURES AND RALANCES "| 





Expenditures: 
Out of current authorizations -___---._-- ee | 849, 830. 77 { 95, 000, 000 | 90, 000, 000 
Out of prior authorizations ___- C TS | pan © 795, 000, 000 920, 000, 000 
Total expenditures ______- 849, 830, 778 890, 000, 000 1, 010, 000, 000 
Balanee carried forward (appropriations and reimburse- 
ments earned): | 
Cee ~ ; ing Ege 1, 170, 347,480 | 1, 526, 254, 531 1, 770, 044, 531 


i cnc nsss iia men ie de 771, 271, 225 1, 020, 781, 390 | 1, 195, 991, 300 


Total expenditures and balances from appropria- 
tions and reimbursements earned 2, 791, 449,483 | 3, 437, 035, 921 3, 976, 035, 921 
Unobligated balance carried forward (anticipated reim- | 
bursements to be earned in future years from military | 
assistance fund reservations) 7 aie 17, 305, 012 | 11, 095, 012 





Total expenditures and balances enone Slee 2, 791, 449, 483 3, ‘454, 340, od 3, 987, 130, 933 
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INCREASE IN UNOBLIGATED BALANCES 


Mr. SHepparD. Your actual appropriation was $1,042,400,000 in 
fiscal year 1955;-your’estimate for 1956 is $1,387 ,634,000, and in 1957 
your estimate is $1,429,000,000. 

There has been an increase in unobligated balances in this program 
between the years of 1956 and 1957. Both of these programs are 
based on section 1311. 

Would you explain the reason for the increase from an estimated 
unobligated balance in excess of $771 million in fiscal year 1956 to an 
unobligated balance in excess of $1 billion reflected in the fiscal year 
1957! 

Admiral Mumma. We, of course, have had two large programs in 
succeeding years. That is, we had a billion-dollar program in 1955 
and a one billion-three program in 1956, and by the very nature of 
things the size of the program will automatic ally increase the size of 
the carryover as a proportionate percent of the total program. But 
there are also indications that since preparation of these estimates 
additional moneys will be obligated and the $1,022 million that is 
mentioned in the 1957 estimate could be as low as $883 million, due 
to additional obligations during the latter portion of this fiscal year. 

So that the increase is not great and we do have a breakdown of 
what that is composed of. 

Mr. SHeprarp. Will you supply it for the record at this point, with 
further explanation? 

(Information referred to will be found on pp. 528 and 535.) 

Mr. SHepparpD. Will you please furnish for the record a breakdown 
by budget activities of the unobligated balances at the end of the 
fiscal year 1956 and end of fiscal year 1957 showing the committed 
and uncommitted balances? 

Admiral Mumma. The committed portion is an estimate, of course. 

Mr. SHepparp. That is right. 

Admiral Mumma. And the obligated portion will be reasonably 
firm. We have an estimate of the obligated portion of it here but 
we will have to furnish the committed estimate. 

Mr. SHEPPARD. Very well. 

(This information requested follows: 
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Shipbuilding and conversion, Navy, current estimate of wnobligated balances 
{In millions] 
JUNE 30, 1956 











| 

Budget activity Unobligated | Committed | Uncommitted 

1. 1952 ship program. ------- a aacismanene caleuees SieaWinoesss $137 | $20 $117 
2. 1053 ship program.................- peaecenieh eedeweEeeen 57 20 37 
id Be I ons cond cc ascnwcareeb<nachhsaeeekh« aan | 7 30 48 
4, 1955 ship program.-.-........-.-..-.-- acthil, cbathnwcueet 156 35 121 
5. 1956 ship program--------- ppndt machin ning esagegipe to a> abn dans 450 45 405 
6. 1957 ship program. --------- pahsyuens oe erkbeuphtan canna 0 0 0 
Fe IIS dckleinct snob Niconubadibackn a cdagnnithabihske Sole bbs 0 0 
he ei eal cuunimeEhaneanee ranean es eehisumddeanens z 0 0 
in eedeeethnhn ccobiesnnseuaecnieriaceskueuaees 5 0 5 

| 
PR bats eacielthns nnn ne oo nbeepnpoe ohn apeeineaag i nuiga ae 883 150 733 
JUNE 30, 1957 
| ' j 

Si ORRb ain eee i) e222 5A dL AE OA $21 | $10 | $11 
2. 1953 ship program. -.------.------ bcd tot iekee <doteaeees <eg 42 | 15 | 27 
3. 1954 ship program. --.--.-.-..--- seed Botts, Sate. OF canaenilss 44 | 20 24 
ire PD es cent doe nrdd ceo dd sdennbhtesbenaat 96 30 66 
5. 1956 ship program. .-.-........----- eat ai irre eee ade 303 | 35 268 
6. 1957 ship program. .........-..--.----- inothnobecbtalheutee 398 40 358 
Oe Ee ee ee ae eee 2 | 0 2 
i I Shas Sodn es wae nnpreein es neice aw0g 6 asiee nich pemmiagbaeane 0 0 
CI aE ie lens beh cid bal ickdesssclilbincueddkiage 0 | 0 0 
ks ccckvresetencssschuasabessascSgussscueeuabanJase 906 | 150 | 756 





INCREASE IN UNEXPENDED BALANCES 


Mr. SHEPPARD. I also notice a steady increase in unexpended 
balances from approximately $2.8 billion in 1955 to $3.4 billion in: 
1956, and an estimated $3.9 billion in 1957. What is the reason for 
the steady increase, especially in view of the fact that your total 
expenditures are steadily increasing? 

Admiral Mumma. Well, I believe it is a matter that as the money 
is appropriated you push ahead of you the rate of expenditure by an 
average of about 2 years so that a large program will not automatic- 
ally carry high expenditures with it that year but will reflect itself 
approximately 2 years later. 

Mr. SHEPPARD. In other words, it is projected into the lead time 
element of expenditure requirements; is that correct? 

Admiral Mumma. That is correct, because we have administrative 
lead time, we have design time, we have time to actually get keels 
laid and start assembling steel so that the heavy expenditures usually 
come approximately 2 years after the appropriation. 


REVIEW AND REPRICING OF SHIPBUILDING PROGRAM 


Mr. SHeprparp. What procedures do you have for reviewing and 
repricing your ship-building program? I presume that is an appro- 
priation that is in continuity, but what procedure are you following 
in that field? 

Admiral Mumma. We have each ship broken down into a separate 
cubicle of accounting so that any change of estimate in that specific 
ship in any one item, either in Government-furnished material, in the 
amount of ordnance for that ship or in trial changes or demands of 
any kind, will reflect itself within the estimate on that specific ship 
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and those corrections are goig on continuously throughout our 
budgeting period so that they are continuously revised and up to date. 

At any time I can go to my Comptroller’s staff and ask. them what 
is the current estimate of such and such a ship and they can give me 
the latest information. 


CHANGE IN ORDNANCE PROGRAM 


Mr. SHepparp. A comparison of estimated obligations for 1955 
and 1956 between the data submitted to the committee and in con- 
nection with the fiscal year 1956 budget and that in connection with 
the -present: budget brings out what appears to be a change in the 
ordnance programs with the remarkable decrease of estimated obliga- 
tions between those presented to the committee for fiscal year 1956 
and those presented in fiscal year 1957 budget. Does that represent 
some major program change, or just what is the reason? 

Admiral Mumma. I would like to ask the Chief of the Bureau of 
Ordnance, Admiral Withington, to address himself to that question. 

Admiral Wirnineton. That is a major program change putting 
guided missiles into three DLG’s. This was presented to the commit- 
tee last year. We did not have time to put the revised figures into 
last. year’s budget. 

Mr. SHepparD. That accounts for the differential to which I 
referred? 

Admiral Wiruineton. Yes, sir. 

Mr. SHepparD. Does that also pertain to every fiscal year? 

Admiral Witrnineton. No, sir. This is the only time. 

Mr. SHepparp. This runs all the way through the program. It is 
not confined to just 1 year. 

I wish you would look at this compilation of figures we have worked 
out-here in the committee and see what explanation you can give us 
for it because of the differential reflected there. 

Mr. Wixurams. Mr. Chairman, we expect to obligate during 1956, 
$156 million. The program shown here is for $104 million. We 
expect to obligate $52 million more than shown here. Your penciled 
figures correspond pretty close to our figures for those years. For 
instance, in 1956 program you show a penciled figure of $112 million; 
we show a figure of $118.5 million we expect to obligate during that 
year. 

In the year immediately above you show a figure of $26 million; we 
expect to obligate $13.3 million. 

Mr. SHepparp. Our question and what we are trying to rectify is, 
Why are the changes and why were they not reproduced in your 
justifications so we would have a better working understanding? 

Admiral Wirnincton. These were presented by the Bureau of the 
Budget. 

Mr. SuHepparp. The inaccuracy in these green sheets is not your 
responsibility? 

Admiral Wirnincton. That is right. 

Mr. SHepparpD. Will you furnish a set of figures that emanate from 
your Bureau that will give us the correct answers so we can replace 
them in this portion of the green sheets for explanatory purposes? 

Admiral WirHiInGTon. Yes, sir. 

(The information requested is as follows:) 
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Comparison of fiscal year 1956 estimated obligations, and explanation of differences— 
shipbuilding and conversion, Navy 


Fiscal year | Fiseal year 
1956 column | 1956 column 
of fiscal year | of fiscal year | 
1956 budget | 1957 budget 





Difference 

















| 

RON RNG SiR ot ksi 5ds- baud acted, ~ hips tGee $21, 500,000 | $1, 000,000 | —$20, 500, 000 
I en eapikei satus inieig ig awmpiits weg iptndin sie 4, 200, 000 2,000,000 | —2, 200, 000 
1954 program _-_......-- Jbhtad bth. this. Sdhud 2ivddhebea 7, 922, 000 4, 671, 000 —3, 251, 000 
I oOo cect ers cpm cb onside dauqeenntnes beep pbabace 26, 300, 000 13, 300, 000 | —13, 000, 000 
1956 program. --.......... aaaigouakine wsadassnusatddawatgnltaed 112, 000,000 | 118, 500, 000 +-6, 500, 000 
O57 Geen GOR Ps) 5; 2500) - so ei ends ic e-dbys.<i 14, 934,000 | 16, 529,000 | +1, 595, 000 
Oe a Sesctbestthisicediisiodiees cli Aes | 186,856,000 | 156,000,000 | —30, 856, 000 





Downard revision of estimates in fiscal year 1952 through fiscal year 1955 pro- 
grams are due primarily to: 

(1) Unplanned deobligations in fiscal year 1956 for 3’’//50 R. F. mounts, 
GFCS Mk 56, GFCS Mk 63, Gunar Mk 3 TDS type D, and fitting out. 

(2) Contractors estimates for production being less than BuOrd budget 
estimates. 

The increase in estimates for the fiscal year 1956 program is for the guided? 
missile launcher and associated fire control equipment for the DLG. 

In the fiscal year 1957 advance procurement program the cost of launching 
systems Mk 7 and Mk 9 is greater than BuOrd estimates. In addition, com- 
ponents for weapon direction equipment for Terrier conversions are included in 
the increase. 


Comparison ‘of fiscal year 1955 estimated obligations with fiscal year 1955 actual 
obligations, and exp!anation of differences— Shipbuilding and conversion, Navy 


Fiscal year Fiscal year 

1955 column | 1955 column | 
| of fiscal year | of fiscal year | 

1956 budget | 1957 budget | 


1952 program alien acalche WR ak, = arn dex ae seccedeuselsealli. sl]! Sp eR OOO) | $9, 765, 122 | —$12, 734, 878 
1953 program.__.........--....- ne nnnenanaewnnter sere nan2e| 7, 800, 000 | 4, 358, 490 | —3, 441, 510 
CTE sidecsnsavvecpicdocalescasl aaee eee) ° Tien) | 26;ior, es 
ROW peemene i ili chide dead. dbl | 62, 976, 000 52, 366,525 | —10, 609, 475 


Difference 





Total. _-___- A, IG SATO SET Ores, | 112,576,000 | 77,652,639 | —34, 923, 361 


1. Unrealized planned obligations in fiscal year 1955 against fiscal year 1952-54 
were due to: 
(a) Reduction in costs of certain items realized subsequent to the submis- 
sion of the obligation estimate. 
(b) Decreases in outstanding commitments at close of fiscal year 1954 due 
to final contract negotiations. 
2. Actual obligations against the fiscal year 1955 program were less due to: 
(a) Deletion of certain items from the program. 
(b) Deferral of procurement of other items due to delay in completion of 
designs. 
REIMBURSEMENT FROM MDAP 


Mr. SHepparp. Very well. You are requesting $20,950,000 to 
provide cash appropriation to support obligation authority previously 
authorized as anticipated reimbursement for the sale of navy ships 
and related. ordnance under the MDAP which will not be realized, 
referring to page 3. Why will not this reimbursement be realized? 

Admiral Mumma. That refers to a list of ships we anticipated would 
be sold to foreign governments at various prices and I have a copy of 
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the list here, but I do not believe it should be included in the record, 
sir, because the negotiation did not materialize and the reimbursement 
will not be achieved. I would like to show.you the list, Mr. Chairman. 

Mr. SHepparp. Why did you budget for it under those circum- 
stances? 

(Discussion off the record.) 

Mr. SHepparD. How firm are your fiscal year 1956 and 1957 
MDAP reimbursement estimates as of this time? 

Admiral Mumma. I would like to ask Mr. Simmons to answer that 
question. He is our MDAP expert in the Comptroller’s Office. 

Mr. Stmmons. The figures in the green sheets, Mr. Sheppard, were 
estimates made up at the time the budget was prepared and the 
estimated obligations under this appropriation, shipbuilding and 
conversion, Nav v, now appear to be too high for the fiscal year 1956, 
and it is believed they will be in a lesser or ‘der of magnitude than the 
approximate $20 million that appears in the green sheets. We will 
probably obligate about between $5 and $10 million of electronics 
material to replace the electronics material sold to foreign navies 
during fiscal year 1956. 

However, these itesm are still reserved for future years so that 
deliveries that were contemplated will be made probably in fiscal year 
1957. 

Mr. Suepparpb. In other words, what you are telling me is even 
though they are high, nevertheless they will eventually be absorbed 
by re ments; is that correct? 

Mr. Simmons. That is correct. 

Mr. Sa EPPARD. And there is nothing, so far as you know at this 
time, that would indicate that money would be withheld for the 
purpose to which you have addressed? 

Mr. Stmmons. The money has been given to the Department of 
Defense in the form of a reservation by the Bureau of the Budget. 


REPROGRAMING 


Mr. Suepparp. Would you explain to the committee the repro- 
graming shown on your special report of reprograming under Febru- 
ary 16, 1956 and any subsequent reprograming? 

Admiral Mumma. The primary amount to be reprogramed in this 
appropriation is, of course, the three submarines that were mentioned 
inmy statement. I addressed myself in previous testimony to general 
orders of magnitude and did not give the details as they are available 
in this report. ‘The detailed information is available here in the form 
of a summary, and I believe you have that general information, have 
you not, Mr. Chairman? 

Mr. Suepparp. No. 

Admiral Mumma. It might be wise to submit that for the record 
if vou should like to include it, sir. 

Mr. SHEPPARD. We will put that in the record at this point for 
explanatory purposes. 

(Information referred to follows:) 
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CHANGES IN SUBMARINE CONSTRUCTION PROGRAM 


1. Scope: Addition of guided missile systems or nuclear propulsion to— 


Fiscal year program Original program Revised program 
ah eee a |, ee eee Pe a SSG—574. 
i en a og cs ee 8SG—577. 
RS a ER LS AGT 8 oa cece toc oleae sonnets SSGN—587. 
IE iiicaleseciniviclvitetieaiiateimsiwcigieainnm tains SSG conversion. -..........--...- Dropped from program. 

2. Cost data: 
b.celpe eels, we 
Fiscal year program | Submarine — ae So | Difference 








$28, 056,000 | $29, 230, 000 +$1, 174, 000 








19, 394, 000 20, 565, 000 +1, 171, 000 
43, 746,000 | 61,153,000 | +17, 407,000 
10, 023, 000 0 | —10,023, 000 
Total increase in sub- | | 
marine construction | 
OND SS ooo cca coeted bcsabthuectoweael LoS dpaage eee ' 9, 729, 000 
Less: Savings in contract | i 
awards available for repro- | | 
Eck cere -etebieteens  isdianerenianteeadheil-beensti aati haiaemstirea sitet amet tes ----| _ —9, 729, 000 
; ' 
Net increase in ship- | | | 
Re cin cin tire peadendidand daa amieieibe nial «atid imi ae | 0 


3. Estimates for SSG 574 and SSG 577: The repricing of these two submarines 
for the 1957 budget included estimates for installing guided missile capability. 
The increased cost amounted to approximately $7.2 million, and was offset in 
whole or in part by decreases in other items. The plans used as the basis for 
these estimates have now been canceled. A number of alternative plans are 
under consideration, but the final plan has not yet been chosen. These plans 
have not been priced exactly, but the cost will probably be from 8 to 10 million 
dollars instead of the $7.2 million included in the 1957 budget estimates. The 
estimates shown above which provide for a plan costing approximately $9.5 
million for the 2 ships must therefore be considered as tentative. 

4. Savings in contract awards: 


Bureau of Ships cost 








Revised 





Ships 1957 budget estimate Difference 
tS SSESERES PIE Ee RE arte weer Pea RST ae se OES STE $143, 865, 000 | $138, 728, 000 —$5, 137, 000 
lee eae 97, 337, 000 84, 009, 000 —13, 328, 000 
ae CRAP ALS UE Bee CARAS. EE AS ch MIL Lvs 104, 781,000 | 113, 517,000 +8, 736, 000 
Sn ee ae Se ee eee aoe | 9,729, 000 


Earlier savings of $7.2 million, which were applied to the SSG 574 and SSG 577, 
are reflected in the 1957 budget estimates. 


LANGUAGE CHANGES 


Mr. SuepparD. Now, explain to the committee the language changes 
requested on page 4 of your justifications. 
Admiral Mumma. The language change, item A, page 4, is: 
Provided, That, exclusive of electronic equipment and material, the total of 
obligations incurred ‘under the heads “Shipbuilding and ee. and ‘“Ord- 
e 


nance for shipbuilding and conversion,” including those incurred against reim- 
bursements credited to these appropriations pursuant to section 403 (b) of the 
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Mutual Assistance Act of 1949, as amended (22 U. 8S. C. 1574 (b)), and section 
522 of the Mutual Security Act of 1954 (68 Stat. 855), shall not exceed 
$5,709,690,000. 

Mr. SuepparpD. What are you attempting to accomplish by suggest- 
ing this provision? 

Admiral Mumma. We suspect this clause limits our obligations 
in a fashion that is normally adequately controlled by the appro- 
priations themselves. The appropriation bills of each year adequately 
limit our ability to incur obligations and this global figure included in 
this paragraph has a tendency to superimpose an additional limit 
which would have to be changed each year as the appropriation bill 
was passed. Therefore, we suspect it would be in the interest of the 
Congress, as well as in our own interests, to delete such reference to 
any specific limit. 

Mr. Suepparp. Now give me the explanation for the next requested 
deletion under item (6) as I see it. 

Admiral Mumma (reading) : 

Provided further, That the unexpended balances of funds appropriated for com- 
munication, navigation, and detection equipment for ships under the head “Ships 
and facilities’, which, as originally ona by the Congress, were available for 
expenditure on June 30, 1955, are hereby transferred and merged with this 
appropriation. 

The purpose of this is to accomplish a transfer of certain unexpended 
balances of funds under the other appropriation, S and FN, during 
fiscal 1956. The transfer has been accomplished so that the need of 
this provision no longer exists. ‘The purpose was to accomplish that, 
and this transfer has now been accomplished so that it has ceased its 
usefulness in the language of the law. 

Mr. SHepparp. As long as it is superfluous and has no further use, 
I see no objection to its elimination. 

I wish you would please insert in the record a list of the vessels and 
their cost which you anticipate will be sold or loaned to foreign coun- 
tries in fiscal year 1956. 

Admiral Mumma. CNO will take care of that one. 

(The following was submitted later :) 


No ships are anticipated to be sold to foreign countries during fiscal year 1956, 


Mr. AnpREews. Your request for shipbuilding and conversion is 
$1,429 million in new money? 
Admiral Mumma. Correct, sir. 


ADEQUACY OF APPROPRIATION REQUEST 


Mr. Anprews. Together with your unobligated balances and 
amounts brought forward you will have for this program in fiscal 
1957, $3,987 ,130,933? 

Admiral Mumma. Correct, sir. 

Mr. ANDREws. In your opinion, is that sufficient for you to carry 
out a program that will give you what you consider to be necessary 
to keep the fleet in good condition? 

Admiral Mumma. I think it has been stated before the Congress 
in past years that a full replacement program would be of the order 
of $1.8 billion to $2 billion in order to completely replace our fleet as 
it becomes obsolete. So that this approaches that figure, but falls 
short somewhat of a complete replacement program. 
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Mr. AnprEws. Do you subscribe to this budget? 
Admiral Mumma. I subscribe to this budget as a, shall I say ade- 
quate budget, but it certainly is.not a really generous budget. 

Mr. ANpREws. How much did your Bureau ask the Budget 
Bureau for? 

Admiral Mumma. In this appropriation? 

Mr. Anprews. For this facility of shipbuilding and conversion, 
Navy, you have $1,429 million in new money. 

Admiral Mumma. I have a figure in my head, but I would prefer 
to check it. 

$1,978,123,000. That was our original estimate. 

Mr. Anprews. Where was that cut, if you know? 

Admiral Mumma. It suffered various revisions as it went through 
the process. Mostly at the Department of Defense level. 

Mr. AnprEws. Now is this reduction from $1,978,123,000 to 
$1,429 million interfering with the progress of your program to bring 
into the fleet more nuclear-powered vessels? 

Admiral Mumma. I do not believe we can state that at this time, 
sir. It is always a balance between one type and another. I think 
it might better be said that the nuclear-powered ships are displacing 
some of the other types that we might very seriously desire. 

Mr. Anprews. That is all, Mr. Chairman. 
Mr. SHepparp. Mr. Wigglesworth? 








INCREASE IN AVAILABLE FUNDS 
Mr. Wiaeiesworts. Admiral, this request of $1,429 million com- 
pares with an estimated obligation for this year of $1,387,634,000 
and of $1,042,400,000 in fiscal 1955; does it not? 

Admiral Mumma. That is correct. 

Mr. Wiae.ieswortsh. So that if this request is approved you will 
be receiving $400 million more approximately than you received 2 
years ago, or an increase of about 40 percent. 

Admiral Mumma. That is correct, sir. 

Mr. Wieeieswortn. If you look at availability and assume ap- 
proval of the pending request, you are going to have available $3,987,- 
130,933 in 1957 as compared with $3,454,340,933 in 1956 and 
$2, 791 449,483 in 1955. That is correct, is it not? 

Admiral Mumma. That is correct, sir. 

Mr. WicGLEswortH. That represents an increase of $1,200 million 
roughly, or something less than 50 percent over a period of 2 years in 
terms of availability; is the right? 

Admiral Mumma. That is correct, sir. 

Mr. WigeLesworts. And in terms of expenditure you expect to 
expend $1,010 million in 1957 as ———— with $890 million in the 
current year and $849 million in fiscal 1955? 

Admiral Mumma. That is also right, sir. 

Mr. WiaGLeswortH. You are going to spend abiiuh $160 million 
more this year than you spent 2 years ago? 

Admiral Mumma. Correct, sir. 

Mr. WicetesworrH. This reduction in the origmal request made 
by your Bureau is not an unusual experience is it? 

Admiral Mumma. No. I do not believe we have ever achieved a 
fully funded budget, sir. 


see 
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Mr. WieeLeswortu. I speak subject to verification, but I think if 
you will look at the requests of the 3 armed services as a whole for the 
4 fiscal years 1951 to 1954, you will find that the initial requests were 
greater than the amounts approved by the Bureau of the Budget in 
an overall figure of around $97 billion. 

Now, I notice on your page N-10—10 of the green sheets that after 
spending the $1,010 million in fiscal 1957 you expect at the end of 
that year to have to carry forward a balance which is obligated in 
the amount, roughly, of $1,770,044,531, and in addition, an estimated 
unobligated balance, which you estimate at roughly $1,195,991,390. 

Admiral Mumma. Actually, Mr. Wigglesworth, due to the revised 
estimates of obligation I gave you a few moments ago, the figure you 
mentioned of $1,770 million would probably be increased to a figure 
of obligation of $1,907 million, approximately, as a result of obligating 
at a slightly faster rate than these sheets anticipated. 

Mr. Osrertac. That would automatically reduce the amount of 
the unobligated? 

Admiral Mumma. 
$1,195 million. 

Mr. WieeLeswortnh. I understand that you are furnishing a break- 
down of this figure of $906 million by budget activity. 

Admiral Mumma. I think, Mr. Chairman, it might be of interest 
to show the general nature of this carryover. It is in the form of 
Government-furnished material, ordnance, basic contract and modi- 
fications that come along later in the shipbuilding program, posttrial 
corrections, shipbuilding administration, and then this is an item that 
is proposed to be used in the 1957 program. 

Mr. SHepparD. Please insert the information contained on that 
chart in the record at this point. Both in respect to the carryover 
in the fiscal year 1956 and carryover into 1957 and the carryover into 
the fiscal year 1958. 

Admiral Mumma. Yes, sir. 

(The information is as follows:) 


That is correct, to about $906 million instead of 


Pianned use of unobligated balances 


{In millions} 


Carryover 
into fiscal 


Carryover 
into fiscal 


year 1957 





Government furnished material... -.......-.-.------ ide 
Ordnance Fc ata ie aatamsae tamale 
Basic contract and modification 

Posttrial corrections _ - 

Shipbuilding administration 

Proposed for use in 1957 program 

Electronics 


Mr. WieeieswortH. That is all, Mr. Dunn. 





$411 
104 





year 1958 


$493 
140 


Mr. SHepparpD. Mr. Ostertag, any questions on the green sheets? 
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COMPARISON OF APPROPRIATION REQUEST AND ESTIMATED 
REQUIREMENTS 


Mr. Ostertac. Do I understand correctly that $1,429 million is 
the amount in this budget request appropriation for new obligational 
authority? 

Admiral Mumma. That is correct; yes, sir. 

Mr. Ostrertac. Now there would be approximately $600 million 
difference between what you estimated your requirements to be and 
what you actually have in this budget; is that correct? 

Admiral Mumma. Approximately. 

Mr. Ostertac. How much of that $600 million, if you had it here, 
if it had been approved, would you have obligated in fiscal 1957? 

Admiral Mumma. We obligate approximately between 65 and 80 
percent of the funds for a specific ship in the first year. Then the 
additional equipment that goes into the ship, like this Government- 
furnished material that I just showed the chart of, represents the bulk 
of equipment that is ordered a little later on in the shipbuilding period 
to insure that we get the latest equipment in the ship when it is com- 
pleted. So that gradually we approach a period when at the time the 
ship is completed all funds are obligated except the posttrial correc- 
tions, and a certain amount of shipbuilding administration that carries 
on past into the period after the ship is completed. 

So that in any one year, that is always in any newly funded program ; 
there is always a percentage of that type that carries on after that 
year’s appropriation. That is what is represented by these funds of 
$600 million that vou refer to. So we would not expend them any 
faster or in any different fashion because of this suggested change 
that you make. 

Mr. Ostertac. Let me approach the question of the difference 
between your estimated requirements and what is actually in the 
budget in another way. 

What actual effect has this suggestion had on your program: or what 
change did it make to your overall program? 

Admiral Mumma. Are you referring to—— 

Mr. Ostertac. Your budget request. 

Admiral Mumma. Our budget request as against the $1,429 million. 
It deleted ships from the program. I thought you were addressing 
yourself to rate of obligation, but I see you are addressing yourself—— 

Mr. Ostertac. In the first instance I was, the amount to be ob- 
ligated the first year. What effect will it have, irrespective of obliga- 
tion to the program? 

Admiral Mumoa. If we had the additional $600 million, there would 
be that many more ships in the program and, of course, we would 
obligate somewhere between 65 and 80 percent of that $600 million 
during the first year on those additional ships. 

Mr. Ostertag. And with all the many and sundry factors involved, 
would the increased program, which is greater than any other year 
even with the figure of $1,429 million, your program for 1957 is greater 
than any previous year; is that correct? 

Admiral Mumna. That is correct. That is, in the last few years. 
During Korea we had larger programs. 

Mr. Ostertac. Would that mean that your program would be 
$600 million greater for fiscal 1957 if you had that money? 
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Admiral Mumma. Yes, it would. 

Mr. OsrertaG. And if you had it, are you prepared to move ahead 
with it? I mean from the standpoint of construction and planning 
and programing, you are prepared to go ahead? 

Admiral Mumma. Yes, it could be done; yes, sir. 

Mr. OstertTac. Why was it disapproved? 

(Discussion off the record.) 

Admiral Mumma. I can only surmise the reasons why it was cut, sir. 
I presume it was because of overall budget limitations. Now I think 
Secretary Franke can possibly elaborate on that. 

Mr. Franke. The situation which has been discussed here is one 
with which I was, of course, concerned. The whole process of budget 
review is one which passes through my office, the Office of the Secre- 
tary of Defense, and the Bureau of the Budget. During many of 
the conferences relating to the budget Navy representatives are pres- 
ent, including those of the Chief of Naval Operations. The figure 
which has now come into the budget as presented here is one which the 
Chief of Naval Operations has stated would be adequate in his opinion 
to carry out the missions of the Navy and he has so stated before the 
full committee. 

It is his opinion that I rely upon in deciding whether or not I protest 
against a figure in the budget or whether I do not protest against it, 
and I would like to suggest that the representative of the Chief of 
Naval Operations comment upon the situation. 

Mr. Ostrertaa. Fine. 

Admiral Sanpsrs. I think I partially answered that question in 
previous testimony when I said that there had to be some financial 
frame of reference within which you plan a balanced shipbuilding and 
conversion program. And the frame of reference within which this 
program has been formulated was in the vicinity of $1.5 billion and 
within that frame of reference the program is well balanced and is 
adequate to carry out the missions and tasks of the Navy this year. 


EFFECT OF REDUCTION OF BUDGET ESTIMATE 


Mr. OstertacG. This is a long-range program. I take it that if the 
2 billion plus had been allowed that it would not develop overnight. 
That we all know. 

What effect will the disallowance of the $600 million for ships and 
conversion have on our preparedness in the development of all these 
new nuclear and other developments in the Navy? Will it seriously 
retard progress or will, actually, this adjustment be one of no serious 
consequence? I think that is the point I am getting at. Where is the 
difference? Is it a serious difference or is it just one that other than 
perhaps the $600 million looks like a big figure, will not really retard 
the development? 

Admiral Sanprers. This figure of $600 million will not retard the 
development of nuclear power or of guided missiles or of mobile air- 
power. If there were $600 million more in the program, it is obvious 
that we could build ships in the various categories which should 
meet some of the requirements as exemplified in Admiral Duke’s 
newspaper comment. The rate of block obsolescence of various types 
in the Navy is such that we are falling behind. Of course, if we have 
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any additional funds we can build additional ships to stave off the 
obsolescence. 

Mr. Ostrerraa. I do not want to pursue the point beyond reason, 
but I do think it is important that it is clear what effect your require- 
ments as you saw them originally, and what you are actually getting, 
has to do with the Navy’s buildup, modernization, and progress in 
connection with our national security and defense program. 

Do you feel you have given sufficient answer to that, Admiral? 

Admiral Sanprers. I think the answer I have given states that this 
requested appropriation provides an adequate increment for this year. 

Mr. WiecieswortH. Which is in line with the testimony of the 
Chief of Naval Operations on this. 

Admiral Sanpers. That is correct. 

Mr. OstertaGc. You have no further comment? 

Mr. Franke. No, sir. The admiral expressed my understanding 
of the situation. 

Mr. Osrertac. That is all. 

Mr. SHepparp. Will you please put in the record in response to 
the inquiry from my colleague, just what ships and types are involved 
in that $600 million. 

Admiral Sanpers. Yes, sir. 

(The information is as follows:) 


PROGRAM CHANGES CausED By REpwcTION IN BupGET ESTIMATE 


The original Navy budget submission to the Secretary of Defense for fiscal 
year 1957 was transmitted on the 10th of October 1955. This estimate included 
a request for $1,978,123,000 for “Shipbuilding and conversion, Navy.’ In the 
subsequent process of putting the Defense Department budget together and 
refining the various programs, the final figure which we arrived at. for shipbuilding 
and conversion and which now appears in the bill was $1,429 million. ‘Thus, the 
total difference between the first submit from the Secretary of the Navy to 
the Secretary of Defense and the final figures submitted to the Congress in this 
appropriation was $549,123,000. The committee will understand, of course, that 
during the process of refining the budget request in the Defense Department 
many changes are made, and any particular appropriation must be considered 
in the light of the total appropriation for the service concerned. 

It will be noted that there are some minor changes in the revised program and 
one major change as it now stands; that is, the addition of a nuclear-powered 
cruiser which did not appear in the original list of ships accompanying the first 
Navy submit. There is also now processing a change in the program which will 
result in the deletion of a guided missile submarine in the interest of modifying 
certain ships in prior programs, i. e., changing two attack submarines to guided- 
missile submarines. The committees of Congress have already been notified of 
these proposed changes. 

The following table indicates the number of changes in the program accompa- 
nying the original submit to the Department of Defense as compared with the 
program now before the committee, including the submarine changes indicated 
above. 

DELETIONS 


New construction New construction—Continued 


2 DDG, guided missile destroyer | 1 AF, store ship 

2 DLG, guided missile frigate Small craft ($19,071,000) 

2 SSG, guided missile submarine 

SSN, nuclear power submarine Conversion 

2 LPH, helicopter assault shi 

9 LSD, dock ‘ste togm ship P 3 CVS, support aircraft carrier 
I 


JST, tank landing ship 2 PCE, escort 


1 
1 





New construction Conversion 


1 CLGN, guided missile cruiser (nuclear 1 SSG, guided missile submarine (to be 
power) replaced with 2 SSG, as explained to 
the committee) 
1 LPH, Helicopter Assault Ship 


As indicated to the committee, the Chief of Naval Operations considers that the 
program now before the committee is an adequate increment of our long-range 
shipbuilding plans for fiscal year 1957 and which will be in balance with the re- 
mainder of our budget request as submitted to the Congress. 


APPORTIONMENT OF FUNDS 


Mr. SHeprarp. Has the Bureau of the Budget and the DOD 
imposed obligations or expenditure restrictions on your operations 
in the current fiscal year? 

Admiral Mumma. Not in this area. In this appropriation of 
“Shipbuilding and conversion,” we had adequate apportionment 
and there were no restrictions. Their estimates differed from ours, 
as I previously pointed out, as to amounts of commitment and 
obligation, but that was merely an estimate. 

Mr. SHepparpb. In the apportionments to which you have referred, 
do you have to go back and justify them by line item? 

Admiral Mumma. Yes, sir. 

Mr. Suepparp. In other words, you just make your request and 
it comes through by program? 

Admiral Mumma. At the beginning of the year. 

Mr. SHepparpD. In the respective categories? Is that correct? 

Admiral Mumma. That is correct. 


JUSTIFICATION OF THE EsTIMATES 


Mr. SuHepparD. We will insert pages 1 through and including page 
13 of the justifications in the record at this point. 
(The matter above referred to is as follows:) 


JUSTIFICATION OF ESTIMATES FOR FiscaL YEAR 1957 


Appropriation introduction 


ae 
Fiscal year | — Fiscal year Fiscal year 
1955 1957 





Total obligations $977, 243, 464 | | $1, 170, 852,000 | $1, 265, 000, 000 
Obligations payable out of reimbursements __ — 4075, 000 | —26, 840, 000 | —5, 000, 000 


Total obligations payable from appropriated funds. 933, 168, 464 | 1, 148, 992, 000 1, 260, 000, 000 
Net adjustments (transfers, balances, etc.) .............- +109, 231, 536 | +243, 642, 000 _ +168, 000, 000 





Appropriation or estimate i, 387, 634, 000 L 429, 000, 000 
Reappropriation 9, 147, 165 





In the postwar period prior to fiscal year 1952 the construction, acquisition and 
conversion of hulls and machinery of naval vessels were finance di by the appro- 
priation ‘Construction of ships, Navy.’”’ Procurement and production of ord- 
nance for these vessels were financed by the appropriation “Ordnance for new 
construction, Navy.” The postwar appropriations ‘Construction of ships, 
Navy” and “Ordnance for new construction, Navy” include all annual ship- 
building and conversion programs authorized from July 17, 1947, through June 30, 
1951, with the exception of the 1951 fourth supplemental program. The latter 
program was transferred in its entirety from the appropriation “Construction of 
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ships, Navy” and merged with the appropriation “Shipbuilding and conversion, 
Navy” as a part of the 1952 program. The ordnance for vessels in the 1951 
fourth supplemental program was initially authorized as a part of the 1952 
program under the appropriation “Ordnance for shipbuilding and conversion, 
Navy.’’ Accordingly, no transfer was required. 

Beginning with the 1952 program,’ funds for the construction, acquisition and 
conversion of hulls and machinery for naval vessels were appropriated under 
“Shipbuilding and conversion, Navy,’’ and funds for the procurement and pro- 
duction of the related ordnance were provided under ‘Ordnance for shipbuilding 
and conversion, Navy.” Starting in the fiscal year 1954, pursuant to Public 
Law 179, 83d Congress, approved August 1, 1953, shipbuilding and conversion 
requirements for both vessels and related ordnance are being financed by the 
appropriation ‘Shipbuilding and conversion, Navy.’’ Moreover, the unexpended 
funds of the appropriation ‘Ordnance for shipbuilding and conversion, Navy’”’ 
as of June 30, 1953, amount to $408,380,497 were transferred to the appropriation 
‘Shipbuilding and conversion, Navy” and completion of the ordnance require- 
ments for vessels in the fiscal year 1952 and 1953 programs is being accomplished 
under this head. This unexpended balance of “Ordnance for shipbuilding and 
conversion, Navy,’ consisted of $95,980,451 in unobligated authority and 
$312,400,046 in unliquidated obligations. 

This appropriation: possesses the characteristic features of the prior shipbuild- 
ing and related ordnance appropriation in that: 

(a) The funds appropriated are available until expended, i. e., the appro- 
priation is “continuing.’’ Thus, balances of unexpended funds and unobli- 
gated authority remaining from a prior year are carried automatically into 
the suceeding year without the necessity for reappropriation. 

(6) In general, each appropriation act permits the Navy to obligate the 
entire cost of a specific program of ships and related ordnance, even though 
the actual expenditures against the obligations will extend over several years. 

In fiscal year 1956, the Congress transferred into this appropriation, funds for 
the procurement of electronic equipment and material previously appropriated 
under the annual account ‘Ships and facilities, Navy.’’ This electronic material 
is being procured to meet the requirements of the active and reserve fleets as well 
as supporting activities and installations. 

The “continuing” nature of this appropriation, which makes funds available 
until expended, allows the Bureau of Ships to schedule the procurement of ma- 
terial and services in conjunction with the construction and conversion time 
schedules. This results in considerable savings and economies by avoiding costly 
storage and preservation costs, as well as idle labor due to unavailability of ma- 
terial. This scheduling, however, often results in some funds being obligated 
during a period of 2 or 3 years after their appropriation. In this connection, it 
is estimated that approximately $1,196 million, of a total authorization of $7,- 
058 million will be unobligated as of June 30, 1957. These unobligated funds 
are earmarked for post delivery work, procurement of machinery, equipment, and 
ordnance components which are ordered during the latter stages of completion 
of the programs, for shipbuilding administration expenses, initial outfitting of 
newly completed ships, for contract escalation and other contract changes. An 
accurate estimate of total costs, as well as a phased plan is thus available to the 
Congress and the Navy. 

The fiscal year 1957 request for funds under this appropriation reflects the latest 
known estimates for all prior year programs, as well as the proposed 1957 pro- 
gram. The total request for new authority of $1,429 million is composed of— 

1. $94,435,000 reduction ‘in the 1952-56 programs. 

2. $53,900,000 to finance the procurement of advance designs and critical 
long-lead-time components for vessels to be constructed or converted in the 
future. 

3. $20,950,000 to provide cash appropriation to support obligational 
authority previously authorized as anticipated reimbursements through the 
sale of Navy ships and related ordnance under the mutual defense assistance 
program, which will not be realized. 

4. $93 million for the procurement of electronic equipment for the active 
and reserve fleets. 

5.- $1;355,585,000 to finance the proposed 1957 program. 


Bi ee he se aN ARE eta 
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EXPLANATION OF LANGUAGE CHANGES 


It is proposed that the two following clauses be deleted from the appropriation 
language: 

(a) ‘‘Provided, That, exclusive of eleetronit”“equipment and material, the 
total of obligations incurred under the heads ‘‘Shipbuilding and conversion”’ 
and “Ordnance for shipbuilding and conversion,’’ including those incurred 
against reimbursements credited to these appropriations pursuant to section 
403(b) of the Mutual Assistance Act of 1949, as amended (22 U. 8S. C. 
1574(b)), and section 522 of the Mutual Security Act of 1954 (68 Stat. 855), 
shall not exceed $5,709,690,000:”’ 

This clause limits obligations for other than electronic equipment procurement 
under the appropriation. The amount of the limitation is arrived at by adding 
funds appropriated and anticipated MDAP reimbursement collections, and adding 
or subtracting amounts transferred to or from the appropriation. 

Funds are available for obligation under this appropriation as follows: A speci- 
fied amount is appropriated. Reimbursement collections for sale of ships under 
MDAP and transfers to the appropriation are added, and transfers from it sub- 
tracted. The resulting amount constitutes a limitation on obligations. Such 
limitations are implicit in all appropriations in accordance with title 31, United 
States Code, section 665 which prohibits officers and employees of the United 
States from creating or authorizing obligations under any appropriation in excess 
of the amount available therein. Therefore, notwithstanding the deletion of this 
clause, it would still be illegal for the Bureau of Ships to create obligations under 
this appropriation in excess of the limitation because it wouid be obligating more 
funds than were available. 

(b) “Provided further, That the unexpended balances of funds appropriated 
for communication, navigation, and detection equipment for ships under 
the head “Ships and facilities’? which, as originally passed by the Congress, 
were available for expenditure on June 30, 1955, are hereby transferred and 
merged with this appropriation.”’ 

The purpose of this clause was to accomplish a transfer of certain unexpended 
balances of funds under the “Ships and facilities, Navy” appropriation during 
fiscal year 1956. The transfer has been accomplished, so that the need for this 
provision no longer exists. 
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[Thousands of dollars] 
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Activity 


1952 program (ships) -- ----- 


ae eee) 


Nn 2a woo eed 


1953 program (ships) .- -_---- 


OES ye cap ess 
Ordnance -__-.-- 


1954 program (ships) - - ----- 


REE TEES a TS 
i Ser eee ys 


1955 program (ships) - -- 


NS 0h techs 
Ordnance. - 


1956 program (ships) - -- 


Veils. <...-.3-5. 
Ordnance __ 


| 1957 program (ships) - - - 





| Net 


WH ot on nae 
Ordnance _- 


1958 program (ships) -_- 


es eh on dc 


ni vermin od 


Total authority 
(ships) - 


We obsess 
Ordnance _------. 


Less MDAP reimburse- 
ments___- 7 


Vessels 
Ordnance - 


new obligational au- 
thority (ships) a 
Vessels 
Ordnance - 
Electronics major 
ment (net) _- 


Total appropriation 
request 
Reappropriation - 


ments, 
vessels. 


ment, 


procure- 


_| 3,199, 526 | 


Net au- | 





Summary of new obligational authority by budget activity 































































































Augroved | Proposed Reviesd 
thority authority | new au- * 
; Fiscal | Fiscal | total 
priorto |. a through | thority for ° 
fiscal year | Y°@F 1955 | year 1956 fea) year | fiscal year Sonal year 
1955 | | 1986 «| ~—(1987 
epee OT 
_|$2, 078, 195 | $138, 548 | —$82, 020 $2, 134, 714 | —$68, 291 | $2,066, 423 
oaseeonpnel mase=ssepetedl egielsanaiasaeiiroheaniaesertneediatel tte 
1,646,805 | 137, 207 | —83, 859 | 1,730, 153 | 35,017 | 1,605, 136 
“|” 431; 390 1.341 | —28170| ' 404,561 | —33.274| ° 371; 287 
| | ——SSSaanana.=s»——L—L—KK——— SE T™—— SE 
667, 146 58,288 | 1,239 | 726,673 18, 914 745, 587 
595, 805 59, 629 | —961 | 654, 473 23,709 | 678, 182 
‘71,341 | 1,341 | 2,200 72,200 | —4,795 67, 405 
; Rt | —739 | 867, 750 | | 7,324 | 560, 435 
501,793 |........... | 1,244 | 500,549 |.....__.| 600, 549 
66, 705 |...---.-.- 505 67,210 | —7,324 59, 886 
cs ~ 856,202 | 35,688 | 801,980 | —28, 729 | 863, 251 
ie hea 756, 526 50,488 | 801,014 | —15,203 785, 811 
105,766 | —14,800| 90,966 | —13, 526 77, 440 
8, 887 | 1,347,950 | 1, 361, 487 9,005 | 1,342, 482 
veg au 3, 537 | 1,165,807. | 1,169,344 | —29, 582 | 1, 139, 762 
; |’ 389'143 | 182143} 20.577 202) 720 
— — =! === aaa 
-| ; ; 37,077 | 37,077 | 1,355,585 | 1,392, 662 
| bacdd: | 99 143 | | 22,143 | 1,119,435 | 1,141, 578 
“| he 14,934 | 14,934 |" 236,160 | 251, 084 
| us z | 53,900} 53,900 
I SES we 
Dou dials 8 2A Beds. KL _...| 27,300 27, 300 
| : “| _....| 26,600 26, 600 








| 5,709, 690 








3, 313, 839 | 1, 056,665 | 1,339, 186 | 1,315,050 | 7,024,740 
| 2,744, 403° | 950, 899 | | 1, 182,374 | 4,877,676 | 1,090,642 | 5, 968, 318 
-| 569, 436 105,766 | 156,812 | 832,014 224,408 | 1,056, 422 








14, 265 | 


_ 313 | 22, 186 


3 674 | 





.| 98 14, 265 | 22, 186° 
15, 639 | 

3, 199, 526 | 1, 042, 400 | 1,317, 000 

| 2,645,729 | 936,634 | 1, 160, 188 

553,797 | 105.766 | | 156,812 


70, 634 


387, 634 


1, 042, 400 | 1, 
oN 9, 147 


150, 764 | 


135, 125 
15, 639 | 


5, 558, 926 | 


4, 742, 551 


816, 375 | 


70, 634 | 


5, 629, 560 


JUSTIFICATION OF FUNDS REQUESTED 


General 





— 20, 950 
| ~—23, 950, 


129, 814 


114, 175 
15, 639 

ia oie mica? 
| 1,336, 000 | 6, 804, 926 
‘! 4,111,592 | 5, 854, 143 
224 408 | 1,040, 783 
93,000 | 163, 634 





1, 429,000 | 7, 058, 560 












The estimates supporting the budget request represent a composite of many 
cost factors including (1) reports of actual costs for ship construction and conver- 
sion work performed and material procured, (2) existing obligations and commit- 
(3) additional requirements for completion of authorized and proposed 

These requirements are determined insofar as possible on the basis of 
experience with comparable work; for example, if a sister ship has been completed 
in the past, actual costs of that vessel, adjusted for changes in the cost of labor 
and material, will serve as the primary basis for the estimate of a new. vessel. 

Ships have perhaps the longest procurement lead time of any military equip- 
with building time, from point of inception, varying from 3 to 7 years 
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depending on the type of vessel. During this period, scientific and technological 
advances continue to be made and, in order to provide the fleet with ships embody- 
ing the latest and most effective machinery and equipment, it is necessary to 
incorporate these advances in ships. Utilization of such advances requires revi- 
sions in estimates not previously contemplated. Further, as construction and 
conversion progress, more detailed knowledge of the work involved forms the 
basis for additional adjustments of estimates. A ship is in the nature of a tailored 
product rather than a mass-produced item and many adjustments in such things 
as physical characteristics, electronics, armament and other equipment must be 
made in the light of changing requirements. 

Changes in the cost of labor and material represent another important cause 
for revisions of estimates. As an aid in determining these increases, the Bureau 
of Labor Statistics provides the Bureau of Ships with cost indexes for labor and 
material from which a composite index is derived. This index is then used in 
reflecting the general price level increases which have occurred prior to the end of 
fiscal year 1955 when the 1957 budget estimates were developed. Estimates do 
not provide for cost changes for labor and material that may occur in the future. 
All the above factors are considered on a ship-by-ship basis. The summation of 
these individual amounts determine the total budget estimates for the program. 

Budget activity No. 1. Fiscal year 1952 program.—This is the earliest program 
included under this appropriation, financing the construction or conversion of 
262 ships, and also 6,790 tons of service and other small craft. In fiscal year 1957, 
funding requirements for this program are being reduced by $68,291,000. This 
program is planned to be entirely completed during fiscal year 1957, though some 
postdelivery work will continue to be necessary for a short time thereafter. 

Budget Activity No. 2. Fiscal year 1953 program.—This program was greatly 
reduced below that of the previous year, and contains only 43 ships, and also, 
service and other small craft totaling 2,835 tons. Thirty-five ships and 100 per- 
cent of the service and snall craft are scheduled for completion by the end of fiscal 
year 1956. Revised estimated costs for the ships and craft in this program result 
in an increased requirement in fiscal year 1957 of $18,914,000. This program will 
also be entirely completed during fiscal year 1957, with postdelivery work con- 
tinuing for a short time thereafter. 

Budget Activity No. 3. Fiscal year 1954 program.—Twenty-five ships and 3,750 
tons of service and other small craft are included in this program. At the begin- 
ning of fiscal year 1957, it is anticipated that 10 ships and 100 percent of the service 
and other small craft will have been completed. This program will be reaching 
peak production during fiscal year 1957 with the balance of the program scheduled 
to be completed during that year. Revised cost estimates for this program result 
in decreased requirements of $7,324,000 for fiscal year 1957. 

Budget Activity No. 4. Fiscal year 1955 program.—This program includes 40 
ships and 23,640 tons of service and small craft to be constructed or converted. 
The amount of tonnage of service and small craft includes 4 ocean radar station 
ships and 4 submarine repair, berthing and messing barges. These type craft 
have not been included in any previous program under this appropriation and their 
tonnage amounts to approximately 15,300 tons. By the end of fiscal year 1957, it 
is planned to have 14 ships and 67 percent of service and small craft completed. 
Revised estimates for this program result in a reduction of $28,729,000 for fiscal 
year 1957. 

Budget Activity No. 5. Fiscal year 1956 program.—Estimated ccsts have increased 
sufficiently to require some modification of the planned program to be undertaken 
during fiscal year 1956. The inclusion of 3 guided missile frigates in place of 3 
frigates; the substitution of a nuclear power submarine for a submarine with con- 
ventional power; the increased costs for the radar picket submarine—SSR(N) 
as well as other cost revisions, required that one general stores issue ship be deleted 
from this program. The program’s estimated requirements are being reduced by 
$9,005,000 in this budget request. 

Budget Activity No. 6. Fiscal year 1957 program.—In accordance with the long- 
range plans of the Chief of Naval Operations, the proposed program continues 
the policy of keeping the fleet up to date by means of the construction of modern 
vessels and the conversion of existing vessels. This program includes a number 
of vessels equipped with guided missile characteristics, as well as others designed 
to encompass the latest developments in the field of nuclear propulsion. Addi- 
tional nuclear powered submarines are included in this program and also, the 
first atomic-powered surface ship, a guided missile light cruiser. This program 
also includes the construction of a sixth Forresta’-class aircraft carrier as well as 
the conversion of four existing carriers to accomodate jet aircraft. In addition, 
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ships designed to aid in the continental defense framework are included in this 
program. The total amount required to carry out this program is estimated at 
$1,392,662,000. Funds being requested for fiscal year 1957, however, have been 
reduced to exclude that portion of the construction plans and critical long-lead 
time components included in the obligational authority approved in fiscal year 
1956. That advance funding of $37,077,000 reduces the fiscal year 1957 request 
for this program to $1,355,585,000. 

Budget Activity No. 7. Fisca! year 1958 program.—It is requested that the 
policy adopted in fiscal year 1955 of financing advance designs for vessels to be 
constructed or converted in the future be continued in fiscal year 1957. For this 
purpose an amount of $1,300,000 is requested. Advance financing of these 
construction plans reduces the lead-time of the entire vessel, because it eliminates 
the delay of upward to 9 months of developing working plans after the appro- 
priation and apportionment cycle for a new program has been completed. 

It is further requested that the obligational authority for fiscal year 1957 include 
an amount of $52,600,000 for the procurement of items requiring long lead-time 
in relation to the construction or conversion period of the ships. Timely pro- 
curement of such items can prevent delays in vessel completions. In order to 
accelerate completions it is considered desirable to initiate procurement of such 
items prior to the actual authorization of the vessel concerned. Included in this 
budget activity is a request for funds to finance the procurement of a nuclear 
powerplant for an attack aircraft carrier. The authorization of these funds 
will reduce the funds to be requested for subsequent programs in a like amount. 

Budget Activity No. 8. Reserve tools and facilities—This budget activity in- 
cludes funds that have been transferred into this appropriation from the ‘Reserve 
tools and facilities, Department of Defense’? appropriation. These funds are 
utilized to finance the Bureau’s mobilization requirements for those components 
and machine tools that are necessary in the construction and maintenance of the 
Navy’s ships and craft. Funds previously transferred into this budget activity 
amount to $2,400,000, which are being utilized to fund requirements for gear 
production. No funds are being requested in this activity. 

Budget Activity No. 9. Electronics.—This budget activity finances the procure- 
ment of communication, navigation, and detection equipment to the active and 
reserve fleets, fleet support activities, training of Navy and Naval Reserve per- 
sonnel in the use of Bureau of Ships’ equipment, harbor defense and military 
requirements in Coast Guard and in Military Sea Transportation Service ships, 
and radiological defense instruments for the entire Naval Shore Establishment. 
In addition, this budget activity provides funds for the procurement of electronic 
equipment for service evaluation, based upon newly developed or improved de- 
signs provided by the research and development program, so that the Navy may 
have ready for production, proven models of the latest types of electronic devices. 

In fiscal year 1957, the Bureau plans to procure $103 million of additional elec- 
tronic equipment and material. The funds required to finance this program will 
be available, in part, by utilizing reimbursements—estimated at $5 million— 
generated through the sale of this material to other agencies, and also, by utilizing 
unobligated balances—estimated at $5 million—of prior year programs. The 
net effect of this results in a request of $93 million to be appropriated in fiscal 

ear 1957. 

" Unrealized reimbursements.—This appropriation has been granted obligational 
authority based, in part, upon the sale of vessels and related ordnance to foreign 
countries pursuant to section 403 (b) of the Mutual Defense Assistance Act of 
1949, as amended (22 U. 8. C. 1574 (b)) and section 522 of the Mutual Security 
Act of 1954 (68 Stat. 855). Such obligational authority has resulted in reducing 
the amount of funds requested for appropriation in any fiscal year. It is now 
apparent that previously anticipated sales of vessels and related ordnance amount- 
ing to $20,950,000 will not be made. It is therefore requested that this amount 
be appropriated in fiscal year 1957. 
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TONNAGE AUTHORITY 


Mr. SuHepparp. Now at this point, Admiral, I wish you would 
supply for the record 'a summary of the tonnage authority available 
for the fiscal year 1957 program. 

Admiral Mumma. We have several sheets here that will give us a 
complete summary of the situation regarding tonnage. We have the 
unobligated balance as of the beginning of this fiscal year 1957: then 
the tonnages of the ships under categories of warships—amphibious 
warfare; mine warfare vessels and “patrol vessels—and with the 
tabulations throughout. 

I think this one sheet covers the situation as well as any other, 
although we have more detail in case it is necessary. 

Mr. Sueprarp. That will suffice. It is reflected here in one of 
your requirements that you are going to need legislation for these 
patrol vessels? 

Admiral Mumma. Yes, sir, for 2,800 tons. 

Mr. Sueprarp. What is the status of that legislation at this time, 
if you know? 

Admiral Mumma. It has already passed the House. 

Mr. SuepparpD. We will insert this data in the record at this point. 

(The matter above referred to is as follows:) 


Summary of tonnage authority available for fiscal 1957 program 





| Unobligated balances 


Category 





Balances 
Proposed after 


Act of Mar. a 1957 pro- charging 


| petite raw | (Public Law| ‘Total — Cae 
3,82d Cong.)| "4° 834 





NEW CONSTRUCTION 


Combatant: 
Warships a . 4 2 127, 000 1, 215, 226 
Amphibious warfare vessels and 

landing craft___- 7, 08 7 33, 279 
Mine warfare vessels _ - 
Patrol vessels 


Total, combatant 7, 556 | B : : 1, 221, 613 
Auxiliary vessels _ - , 450 | 40, 450 32, 450 
Service craft 7, 900 6, 550 

c i : 980 


1, 261, 593 
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RECAP—NEW CONSTRUCTION 
To be charged to: 
Public Law 135 
Public Law 666 60, 000 
Public Law 3 12, 629 
Legislation required_ ae eaiade idence 2, 800 


As above 


For breakdown, see notes 1 and 2. 
All warship construction to be charged to act of Mar. 27, 1934 (Public Law 135, 73d Cong.) except the 
CVA which will be charged to act of July 9, 1942 (Public Law 666, 77th Cong.). 

3 This bill authorizes 5,000 tons of landing and service craft. 

4 New legislation required. 


142, 429 


1 
2 


NOTE 1.—Authority for conversions.—Specific authority for conversions totaling 282,700 tons is contained in 
the proposed bill, H. R. 7993. This bill requires that new construction shall be charged against previously 
authorized and obligated tonnage, except for two escort vessels (2,800 tons) for which new new authority is 
granted, and provides specific authority for each conversion by type and tonnage. In the event that this 
new legislation is not enacted, the blanket authority of Public Law 319, 80th Cong (act of Aug. 1, 1947) 
will be used for the conversions. 


NOTE 2.—Warship tonnage computed on standard displacement basis; others on light displacement, in 
accordance with Vinson-Trammell Act (Public Law 135, cited above). 


Tabulation of warship tonnage balance remaining under various public laws reoht 
nobli- 
gated war- 
ship ton- 
nage 
Act of Mar. 27, 1934 (Public Law 135, 73d Cong.) . 637, 177 
Act of May 17, 1938 (Public Law 528, 75th Cong.)-_..--- a te schnigh Woke babi BMS GC eed atone 52, 698 
Act Gb Tums 16: 196) CPuabiiie Law iGee, TIED CO) oo on es de eee dn chi tetninid cok ctien ne anee 21, 300 
AGt Of July TO, 10@ (Panne LAW 167, feet! COME.) - 2-2-2 noe ~~. eis 157, 968 
Act of Deo. 35, 1041 (Public Law S60, TIGR GG) ia dnkd nc dbo csi cin canbe eseodi lds. dideecccken 35, 972 
Act of July 9, 1942 (Public Law 666, 77th Cong.) - 437, 111 
Act of Mar. 10, 1951 (Public Law 3, 82d Cong.) 


, : , 342, 226 
Deduct warship tonnage required for 1957 program 27, 000 


Balance available for new program : , 215, 226 
PROGRAM CHANGES 


Mr. SuepparD. Now turning to pages 5 and 6 of your justifications, 
I will ask you go give me the followi ing items on each year’s program: 

(a) Changes in your requirements since last year. 

(6) Reason for requirement changes. 

(qd) How many repricings. 

(e) What date index was used for repricing. 

(f) Effect of repricing. 

(g) Status of the program, including contract award dates on those 
ships not yet awarded. 

(i) For the fiscal year 1956 program only, actual contract award 
costs on major ships, compared to those estimated last year. 


1952 ProGRAM 


Admiral Mumma. Starting with the 1952 program under this ap- 
propriation- 

Mr. SHEPPARD. Reflected on pages 5 and 6. 

Admiral Mumma. Yes, sir, by budget activity. There is a net 
authority of $2,078 million prior to fiscal 1955. The approved 
authority through 1956 is $2,134 million. I am rounding the figures 
off to millions. 

We propose a reduction in the net authority for fiscal 1957 in this 
particular year’s program by an amount of $68,291,000. This $68 
million is composed of two sums—$35,017,000 in the ship category, 
vessels; $33,274,000 in ordnance. 

An example of the type of increases and decreases, if I may hit the 
high spots of that program—— 








500 


Mr. SHepparpD. If you will. 

Admiral Mumma. Is indicated as follows: The Forrestal increased 
its price $1,312,000; the )’autilus price increased $3,872,000. The 
largest single item was $13,802,000 in mine sweeper (ocean) category. 
This accounted for all of the major corrections on engines and noise 
suppressions in those ships. The total increase was $24,314,000. 

These are offset by decreases of the following order of magnitude in 
the following programs, the largest of which was a reduction in price 
of $24,123,000 in destroyers. These were destroyer conversions and 
there were lower costs in the shipyards than was anticipated. $5,223,- 
000 was Bureau of Ships; $18.9 million is additional by the Bureau of 
Ordnance. 

The next largest item was a similar reduction in the DDR’s, which 
were the destroyer radar picket type, $13,083,000. 

There was another reduction in cost of $11,385,000 for the four 
LSD’s that were included in that program. 

The summation of those changes amounted to a reduction of $90,- 
796,000 which, corrected for the increase of $24 million, gives a net 
reduction of $68,291,000. 

Mr. Wieeieswortn. Are these changes all changes that have been 
completed, or are some of them in prospect? 

Admiral Mumma. They are current changes in estimates for these 
ships. 

Mr. SHepparp. And since your last year’s appearance before this 
committee? 

Admiral Mumma. Yes, sir. 

Mr. WicGLeswortH. But the work has not yet been completed? 

Admiral Mumma. In some cases it has been completed; in other 
cases, it is only our current estimate. But many of these are actual 
return prices that are lower than were originally anticipated. For 
example, the conversions are almost completely return costs. 

Mr. WiccLeswortH. What is the date on which the reestimate of 
values was made? As of what date did you determine these new 
estimates? 

Admiral Mumma. These estimates are as of December 15. 

Mr. Wiec.teswortnH. All of them? 

Admiral Mumma. Yes, sir; December 15, 1955. 

Mr. SHepparpD. Now proceed chronologically with your answer. 

Admiral Mumma. The next item is the number of repricings, and 
that has been done annually, for budget purposes, at about the same 
time of year—just before the issuance of the new budget. The latest 
repricing, as indicated, was December 15, 1955. 

Mr. SHepparD. Proceed with the next one. 

Admiral Mumma. The effect of the repricing, of course, is the net 
effect indicated. 

Mr. WiaeieswortH. What was the date of the index that was 
used for repricing? 

Admiral Mumma. By that question, did you mean the labor index 
and material index cost? 

Mr. WiacieswortH. That is right, as reflected in the total cost of 
the repricing. 

Admiral Mumma. August, 1955. And this runs through the whole 
program. 

Mr. SHepparpb. Pick up the next item—effect of the repricing. 
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Admiral Mumma. The effect of the repricing is a net reduction in 
the program’s cost by $68,291,000. 

Mr. SuHepparD. Next is the status of the program. 

Admiral Mumma. They are awarded but the program, of course, is 
not yet completed. The awards are complete in the 1952 program. 
If you want further status information on the present completion of 
the program, I can supply it for the record. 

Mr. SHepparp. If you will, please. 

(The information requested is as follows:) 


Status of 1952 eewaes as of Jan. 1, 1956 


| os | 
Summary Total | Complete | Incomplete 





326 321 


| 

Vessels in program_- sanekeeasiateeeh Sap =<eecee 
New construction (ships) . hee. 54 5] 

| 

| 

| 


) 

3 

New construction (service craft) 64 63 1 
Conversion (ships) - 208 | 207 | l 


Mr. SHepparpD. Are there any questions on the 1952 program? 
If not, proceed to the next program. 


1953 ProGraM 


Admiral Mumma. The 1953 program was a net authority prior to 
1955 of $667,146,000. The approved authority through 1956, due to 
previous repricings, and so forth, was $726,673,000. And we propose 
an increase in this program of $18,914,000, consisting of $23,709,000 
for vessels and a decrease of $4,795,000 in ordnance. 

The major items that make up the change in the cost estimate are: 
Increase in cost of Saratoga over previous estimate by $11,723,000. 
This is partly caused by the increase in the new procurement of shaft- 
ing that has previously been announced in the public press, as well 
as to the committee; the use of welded pipe system in connection 
with the higher-te mperature steam plant has become more expensive 
than originally estimated. That is one major difference between the 
Forrestal and the Sa aratoga in reference to the main machinery plant, 
sc that there is a departure in the engineering between the two ships. 

The Sea Wolf price has crept up by $1,825,000. 

On the MSO’s—nine of them in the program—there was the same 
major corrective work required in the engines as in the previous pro- 
gram, and in the MSC’s there was a like amount. This amounts to 
$6,166,000 for the MSO’s and $6,169,000 in the case of the MSC’s. 
This gives a total increase of $25,883,000. 

This is partly compensated for by decreases in the 3 destroyers by 
the amount of $1,562,000; a decrease in the price of 2 AF’s in that 
year’s program of $1,946,000. 

In the DE’s—2 of them in that year—$1,004,000; and in the 2 
CVA conversions in that year there was a decrease of $2,112,000. 

That is a net increase of $18,914,000 for that year’s program. 

This has been repriced also and the latest repricing was again 
December 15, 1955, and the data index is August 1955. I have already 
given the effect of the repricing. 

It is all awarded. We will give you the status of the present com- 
pletion later. 
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Mr. SHepparp. Are there any questions pertaining to the 1953 
program? 

Mr. WiacLeswortH. You stated there is reflected here an increase 
of $11,723,000 in respect to the Saratoga. That is the Forrestal type 
carrier No. 2; is it not? 

Admiral Mumma. That is right. 

Mr. WicG.iesworru. Is that the only adjustment made in respect 
to that carrier since it was originally priced? 

Admiral Mumma. I think I have detailed information on that, but 
I am pretty certain that that is not the case. I am pretty certain 
she has been reestimated each year. 

Mr. Wiaeciesworts. I would like to know what the original 
estimate was and what the present estimate is. 

Admiral Mumma. Her original estimate was $211,521,000 and the 
current estimate is $218,938,000, which is an increase of $7,417,000 
over the original estimate. 

Mr. Wiee.Leswortu. She is being constructed where? 

Admiral Mumma. At the New York Naval Shipyard. 

Mr. AnprEws. You say the cost of the Sea Wolf has gone up from 
the original estimate. 

Admiral Mumma. Yes, sir. 

Mr. ANDREws. What do you estimate the total cost on completion 
will be? 

(Discussion off the record.) 

Mr. AnpREws. What is the reason for the increase? 

Admiral Mumma. She is a developmental type ship. She is only 
the second of her type and has a radically different reactor from the 
Nautilus. 

Mr. Anprews. What was the cost of the Nautilus? 

(Discussion off the record.) 


1954 ProGram 


Mr. SHepparpD. Pick up the next program, 1954, and give us your 
response to the questions heretofore asked. 

Admiral Mumma. The 1954 program: Original authority prior to 
1955, $568,498,000; approved authority through 1956, $567,759,000; 
and we propose a decrease in this year’s repricing of that program by 
$7,324,000, all of which is in the ordnance category. This consists 
of an increase of $3,717,000 in the cost of the SS576, which is a sub- 
marine building at the Electric Boat Co. It was for changing that 
particular submarine to include some guided-missile capability, but 
not as to the carrying of the guided missile. It includes also four 
minesweepers, ocean, $2,171,000, which is the amount of that same 
item of engine correction and noise suppression. 

The Ranger’s price, CVA-61, is estimated at $1,544,000 higher, 
which was almost entirely chargeable to the change in shafting ma- 
terial of the outboard shafting of the ship. 

This is completely compensated for by the decreases, the largest 
of which was a decrease in the price of three destroyers, $3,617,000, 
and this decrease was primarily because of firming up the electronic 
requirements and utilization of shelf items, which is part of the pro- 
gram I previously mentioned. 

On the DE’s, 2 of them, $2,155,000, which again was for the same 
reason—utilization of shelf items of electronics. 
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Two LSD’s, $2,836,000. This estimate of decreased cost was 
partially offset by escalation, and it just ended up that these two 
ships were estimated at that figure. 

The AKA decreased $1,914,000. We deleted one type of landing 
craft and substituted another type, which accounted for the most of 
the change in price for that type carrier. 

The LST (1), $1,480,000. We got a lower contract price than was 
anticipated on that ship. 

The net result of those increases and decreases was a net decrease 
of $7,324,000. That program was like the others, but was not repriced 
in fiscal 1955. So this is its second repricing. 

Mr. SHepparD. The item you referred to as noise suppression, 
which contributed to part of your change of construction, I presume 
is the result of mechanical devices and not literally in the power 
factor itself, but the noise reflected from the operation of the power 
application through your gear ratios, and so forth. Is that correct? 

Admiral Mumma. Yes, sir. The engines are exceedingly noisy 
engines because they are light, high-speed engines; therefore the 
noise in the engineroom is intolerable unless you take special noise- 
suppression precautions. And those have been added since the ships 
were built. 

The 1954 program is all awarded. There was the same repricing 
date, December 15, 1955, used in this case, and the index data was 
August 1955. The effect of the repricing has been stated. 

Mr. SHepparp. If there are no questions with regard to the 1954 
program, proceed with the 1955 program. 


1955 ProGram 


Admiral Mumma. The 1955 program: Original authorization, net 
authority, $856,292,000. It was repriced in 1956 by an amount of 
$35,688,000, which gave an approved authority through 1956 of 
$891,980,000. 

For this program, we would like to suggest a decrease in price of 
$28,729,000, which consists of $15,203,000 in the category of vessels 
and $13,526,000 for ordnance. These items are primarily made up 
of the following: Independence (CVA-62) has increased in cost 
approximately $1,761,000, and this is an increase in labor rates, pri- 
marily because of change orders and the shafting change previously 
mentioned, and some other changes in special supports and certain 
changes in galvanizing the gas tanks. 

The MSO had exactly the same corrective measures applied as in 
previous programs and increased the cost estimate by $2,648,000. 

The conversion of three aircraft carriers was increased $2,412,000, 
and this is based on early return costs on the first of this type of 
conversion. 

The DER’s in that program increased in cost $2,492,000. As we 
got into the program and the experience became availabie, this in- 
crease became necessary. 

The four YAGR’s, which are the ocean radar picket vessels, con- 
verted Liberty ships, increased in cost by $1,215,000. This is an 
increase in labor and material cost over the previous estimate. 

The total increase is $10,528,000. This is compensated for by 
decreases in the eight DE’s by a total of $9,041,000. A lower con- 
tract award price was primarily responsible for that decrease. 
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The five DD’s are reduced $6,622,000 by a reduction in cost of 
electronic requirements, mostly shelf items that we were able to apply. 

The LSD’s in that program were reduced by $4,110,000. 

The DE conversion, the Mills, a destroyer in the program which 
was to have had a gas turbine installation, was deleted from the 
program, saving $6,829,000. We informed Congress previously of 
this matter. 

The net summation of those decreases, of which these are the major 
items, results in $38,792,000 decrease, which gives a net decrease for 
the program of $28,729,000. 

There has only been the one repricing of that program prior to 
this year, and the same date, December 15, 1955, was the date of the 
latest repricing, and August 1955, information was used. 

The status of the program is that they have all been awarded. 

Mr. SHepparp. Are there questions upon the 1955 program? 

Mr. WiccLeswortH. Will you furnish the same information with 
respect to the carriers you have mentioned as I have asked for in 
respect to the Saratoga. 

Admiral Mumma. The Independence increased in cost $1,761,000 
during this period of 1 year. 

Mr. WiecLeswortH. What I wanted was the original estimate 
and the current estimate for each of the carriers in question. 

Admiral Mumma. The original estimate was $208,468,000; the 
current estimate is $191,072,000—a reduction of $17,396,000. 

Mr. WiacieswortnH. And she is being built where? 

Admiral Mumma. She is being built at the New York Naval 
Shipyard—the same shipyard. 


Mr. WiceLeswortu. Is that the only carrier? 

Admiral Mumma. Yes, sir; that is the only carrier in that program— 
new construction, carriers. 

Mr. SuHepparp. Now the same information for the 1956 program, 
Admiral. 


1956 ProGRAM 


Admiral Mumma. 1956 program: The original authority, budget 
approved authority, through 1956, $1,351,487,000. We suggest a 
repricing downward of this program by $9,005,000, which is made up 
of a reduction in price of the vessel part of the program of $29,582,000 
and an increase in the price of the program for ordnance of $20,577,000. 

The reason for these increases and decreases: Estimated cost of the 
CVA-63, which is the lowest award of any carrier—a reduction in 
contract price resulted in a lower estimate for this ship by the amount 
of $17,984,000. 

Mr. AnpREws. Has that ship been named? 

Admiral Mumma. No, sir, not yet named. 

The destroyers directly resulted in a reduction in cost of 
$13,865,000, due to a reduction in contract price which we discussed 
this morning. 

The DER’s, $3,918,000 reduction. This is based upon better 
estimates of converting yards and exerience in the 1954 DER con- 
version program. 

The DL’s, a reduction of $15,701,000 from our original estimate. 
However, I would like to point out at ‘this point that it 1s very difficult 
to reconcile these figures I have just mentioned of the DD’s and the 
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DL’s with the figures I gave you this morning, because of additional 
changes that take place in the DLG’s that were originally to be done 
at Puget Sound Naval Shipyard and at San Francisco, with the design 
work to be done at Puget Sound. We have since made changes in 
where the design work will be done. It will now be done by a design 
agent, so that these figures do not actually coincide with the ones | 
gave you this morning, because of the effect of the difference in the 
design work. It does show, over on the DLG’s, an increase of $30 
million, part due to design work and part due to increase of ordnance. 
So it would require a considerable amount of manipulation of book- 
keeping to be able to extract the net figures I gave you this morning. 

The additional major decreases were: Reduction in cost of three 
attack submarines by $6,213,000, because of revised estimates and 
better costing information. 

The AKS, minus $25,438,000 because the ship was deleted from the 
program last year in order to provide the increase in cost for the 
nuclear powering of one of the submarines. It was almost an even 
swap. 

A reduction in the cost of the LCVP’s of $3,054,000. This is part 
of that value engineering that we discussed. Those were the first 
landing craft types that we value engineered and part of that is 
reflected in this cost. 

The increases in 1956 were $30 million previously mentioned for the 
DLG’s, part of which was design change and part new guided missile 
installation mentioned in the middle of the hearings last year when 
the guided missile capability was added to 3 of the 6 ships. 

An increase of $21 million in the SSN’s, $21,142,000, almost directly 
compensates for the reduction of $25 million on the other page, in 
deleting the AKS. 

An increase in the SSRN, which is the nuclear powered radar picket 
submarine building at the Electric Boat Co. As the design developed 
on this ship, the ship got larger in order to carry the equipment. The 
first ship with double reactors and the development of the larger ship 
has increased the cost, which is largely chargeable to the development 
of design. 

Mr. Anprews. What will the total cost of that ship be? 

(Discussion off record.) 

Admiral Mumma. The LCPL’s increased, $2,533,000. 

The CLG increased $9,900,000. Ordnance accounted for the most of 
that increase. 

The CVA conversions increased $3,761,000. 

This total amounted to an increase of $80,604,000, which, when 
compensated by the decreases, ends up in a decrease in the vessel cost 
of $29 million, but which more than compensates for the increased 
ordnance cost of $20 million. The reduction is a net minus of 
$9,005,000. 

Of course the only repricing this ship program has had is the 
December 15, 1955, repricing, and using August 1955, data of index 
material. 

The status of the program, as I mentioned this morning, has already, 
I believe, been placed in the record. We have awards in May and 
June of almost all of the program. We expect the only ships not 
completely awarded in this program will be some landing craft which 
are awaiting the completion of the prototype, and the Albacore type 
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of hull, nuclear powered, submarine, which will not be completed until 
toward the end of this year, but which will come very close. 

I would like to mention one other point. I believe the actual con- 
tract award costs are somewhat covered in the summary I have given; 
but apparently, if you would like details on those contract award 
costs, I can furnish that separately. 

Mr. SHepparp. I wish you would put them in the record at this 
point. 

Admiral Mumma. Yes, sir. 


PROGRESS OF PROGRAMS AND COST ESTIMATES 


Mr. SHepparpD. I wish at this point in the record you would insert 
by date, titles of ships and progress of construction under all post- 
war programs, including those completed and those not yet awarded, 
as well as a table similar to that furnished in previous years, showing 
the original programs and the current estimates of the cost of each. 

(The matter above referred to is as follows:) 
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Status of new construction and conversion as of Feb. 1, 1956 
| Number of vessels 
Not 


Total ———— , 
awarded 


Completed | In process 





*‘Construction of ships, Navy’’: 
New construction: 
Ships 
Service and other small craft 


“Shipbuilding and conversion, Navy” 
New construction: 
Ships 
Service and other small craft... 
Conversion: 
Ships 
Service and other small craft_.............---- <a 


Total, new construction and conversion: 
New construction: 
Ships 
Service and other small craft - - - 
Conversion: 
Ships 
Service and other small craft 


Grand total 3, 616 | 1, 271 1, 105 





Note.—The following vessels were not awarded as of Feb. 1, 1956: New construction: 


Vessel type Number 





| Submarine. - 
Escort vessel 
| Ammunition ship 


| Landing craft, mechanized 


| Landing craft, personnel, large 

Utility landing craft __- ead 
Landing craft, vehicle and personnel. 
Minesweeper, inshore-............-.-.-.---- 
Patrol vessel 





1957 SHIPBUILDING PROGRAM 


Mr. Suepparp. The next item is the 1957 program, and under the 
circumstances there I want you to refer to the classified supplemental 
and give the following information for each class of ship where it is 
applicable: 

1. Status of design. 

2. Basis for cost, if possible, compared to cost of previous ships of 
same type. 

3. Availability of necessary nuclear powerplants and financing 
arrangements with AEC. 

4. Ability of shipbuilding industry, Navy and private, to construct 
vessels, especially the nuclear-power ed ones. 

5. Major improvements, if any, over other ships in the same class. 


74195—56——-36 
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LIGHT CRUISER 


Admiral Mumma. In the 1957 program list, we have a guided-missile 
light cruiser, nuclear powered. Our designation for that is CLGN, 
1 ship, estimated to cost at the present time $87,558,000. 

Status of design: The ship is at the present time completing pre- 
liminary designs and is approaching the firming up of the contract 
plans and specifications. The characteristics are being determined 
by the Ship Characteristics Board at the present time. It will take 
a period of about 6 to 9 months to complete that design and have it 
ready, so that the contract would probably not be awardable before 
the middle of this coming fiscal year. 

The cost estimate is based upon our very best estimates of the 
tonnage required to build this ship, the cost per ton of that type of 
ship construction, and then using the nuclear estimates that are 
available from our experience with the Nautilus and other nuclear 
types. It is not a firm estimate at the present time but it is the best 
we have available with the lack of characteristics we have for the ship. 

Availability of the nuclear powerplants: This type of powerplant 
is fundamentally the same as the powerplant we plan to install in 
the carrier, in the 1958 program. 

Two of these reactor types are being installed at Arco, Idaho, for 
purposes of advance prototype engineering development. 

The Atomic Energy Commission furnished money for these proto- 
types in the 1956 program. I should say the Congress furnished the 
money, and the Atomic Energy Commission has applied it to this 
purpose. 

Therefore the prototypes are being evaluated at an early date for 
both the carrier and the guided missile light cruiser. 

Due to the smaller size of the ship and the less time to build it, 
we are certain that we will be able to get these two powerplants avail- 
able, reactors, available in time for the ship, and the ship will be able 
to get to sea about a year to a year and a half earlier than the carrier. 

Mr. SHrepparp. How about the ability of the industry, to supply 
your needs? 

Admiral Mumma. Industrial capacity to build this rapidly is being 
expanded by competitive negotiation or competitive actual open ad- 
vertised bidding where it can be used for components of this type. 
These major long lead time components are fundamentally the pressure 
vessels, the heat transfer equipment, and other critical items such as 
coolant pumps, and things of that kind. 

Mr. Suepparp. Those are in the general field of what you referred 
to as a problem this morning? 

Admiral Mumma. Yes. We have to get those as early as possible 
in the program because they take a long time to procure and build. 

Almost all of our nuclear components are now being procured on a 
competitive basis. We are even getting competition now for such 
things as fuel elements which go into reactors. 

Mr. AnprREews. From what sources do you get the fuel element? 
Is there any other place than the AEC? 

Admiral Mumma. Yes. Of course the fundamental material which 
goes into the fuel element is supplied by the Atomic Energy Com- 
mission to our purpose. We buy it and we install it. 

The difference is this: We draw the line at the prototype; in other 
words, AEC buys the fuel elements for the prototype. They buy 
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all the components. We buy everything for the ship, including the 
fuel elements and the whole works, so that these pressure vessels are 
procured competitively, we have several large manufacturers who 
can manufacture them. The heat transfer equipment comes from 
3 or 4 major suppliers, and the fuel elements are being spread so we 
can procure them from several sources other than Westinghouse, who 
does the fundamental design work on this particular reactor. 

The financial arrangements with the AEC have been explained, sir. 

Mr. SHEePparD. Pick up the next item 5, major improvements, if 
any, over other ships in the same class. 

Admiral Mumma. This is the first ship of the class, of course, and 
it will be right on the heels of the prototype so it will be practically 
one of the earliest beginnings in surface nuclear power that ever has 
been attempted. 

I think that covers that particular ship, sir, unless there are 
questions on it. 

Mr. SHEPPARD. Questions on this particular program? Mr. An- 
drews? 

ADAPTATION OF NUCLEAR POWER TO SURFACE SHIPS 


Mr. Anprews. Why do you need different type reactors for differ- 
ent types of ships? Why wouldn’t the reactors you have in the 
Nautilus work in a cruiser? It is a powerplant, is it not? 

Admiral Mumma. Yes, sir, but I would like to just generalize on 
that subject a moment if I may, so that I can indicate the area of 
difficulty that we face in our adaptation of nuclear power to surface 
ships. 

There is one way of making the comparison, and that is this: 

In a submarine powerplant you have four major conversions of 
power. You take oil in an ordinary diesel-powered submarine and 
you convert it from oil to rotative power in the diesel engine. You 
convert it from rotative power to electricity in the generator. You 
convert it from electricity into stored chemical energy in the battery. 
You convert it back from stored chemical energy to rotative power 
again in the motor, which drives the propellers, so there are four 
major transformations which take place, each one a full 100-percent 
transformation of the energy. 

This, of course, is very heavy, and it takes a large amount of 
equipment; so that it is fairly easy to see that nuclear power plant, in 
order to compete with this, would have an easy job of competing with 
it even though it has pretty heavy weight in the shielding, in the 
pressure vessels, and all of these other items of equipment. It has 
only two and possibly a half power transformations. These are from 
the nuclear energy into steam, from steam into rotative power, and 
then the half a transformation I would consider in the reduction gear 
from one speed to another speed; so that you can see that the reactor 
can afford to carry that heavy shielding around it and still compete 
with the diesel-powered submarine in weight and space. 

In a surface ship you find that its ability to compete is not the same 
because of the fact that the reactor requires additional shielding over 
and above what is the case in the submarine and because the surface 
ship does not have that number of transformations. It in itself has 
only two and a half transformations. 

To put it as simply as possible, the weight and space requirement 
on a surface ship is about three times as stringent as it is on a sub- 
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marine. Therefore you cannot use the weight and space that you can 
afford to have in a submarine in a surface ship. You have to make it 
a new, different, lighter, more advanced type of reactor than in the 
submarine, so that the surface job is much more difficult to do. 

(Discussion off the record.) 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Wigglesworth? 

Mr. WicGLeswortnH. No questions. 

Mr. SHepparp. Mr. Ostertag? 

Mr. OsrertaG. Is that a nuclear-powered carrier? 

Admiral Mumma. That is a conventionally powered carrier, but we 
are in this program asking for advance procurement of the long lead 
time items for the 1958 nuclear-powered carrier. 

Mr. Ostertac. In anticipation of the construction of nuclear 
carriers in subsequent years you are now preparing for it by requesting 
funds for certain end items which will go with it. Is that right? 

Admiral Mumma. Yes, sir. We are asking for those in this year’s 
program, those long lead time items. 

Mr. OsrrertaG. But that doesn’t appear in your new construction 
program. 

Admiral Mumma. It does appear, sir. 

It appears in the language of our request. 


ATTACK AIRCRAFT CARRIER 


Mr. SHepparp. I wish you would start now with the CVA, attack 
aircraft carrier. 
Admiral Mumma. The status of the design of this carrier is nearing 


completion of the preliminary design and is close to the completion of 
characteristics. The contract plans and specifications of this ship due 
to general similarity with the previous ship in the class will proceed 
rapidly and its contract award can be made early in the 1957 program. 

The cost estimate of this ship is more straightforward because it is 
quite similar in most respects to ships of previous programs, and it is 
based on the lowest naval shipyard estimate in previous years. 

‘The improvements incorporated in this vessel over previous vessels 
of the types could well be answered, I believe, by Admiral Mendenhall, 
of the ship’s characteristics board, who can highlight those for you, 
Mr. Chairman. 

Admiral MenDENHALL. This is the same ship we have been building. 
This sketch is an artist’s conception. We will put on slightly larger 
elevators to take care of anticipated larger planes as they come into 
being. We are putting into this ship a new advanced aircraft fuel 
which is not yet in the process. Other than that it is a successor to 
the Forrestal class. 

Mr. AnprEws. The same size? 

Admiral MENDENHALL. The same dimensions and tonnage is within 
a very small margin. 

Mr. ANpREws. Will it handle heavier planes? 

Admiral MENDENHALL. It will handle the heavier planes with 
greater facility. We are planning this ship to handle the same planes 
that the Forrestal will handle. 

Mr. Anprews. Could the FDR handle the heavier type planes 
which will come into the fleet in the next few years? 
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Admiral MrENDENHALL. There must come a dividing point. One 
of the principal differences between the FDR and its predecessors are 
the hangar deck heights; the earlier ships had 18-foot hangar deck 
heights. In the Forrestal it is 25 feet. So a plane with higher tails 
or higher dimensions with wings folded can operate from this ship. 

At the present time the Forrestal can operate what we are building. 
We must come to a year when the FDR will be succeeded by these 
ships. 

Mr. AnprReEws. How long do you think it will be before the FDR 
will be obsolete? 

Admiral MrenpENHALL. I think it will be serviceable for as long as 
we can keep it running. It will not be able to operate the A3D’s 
and some of the faster planes but it will be serviceable as a carrier for 
a number of years. 

Mr. WiaGieswortH. Have you any idea how much more this 
carrier will cost than the present Forrestal type? 

Admiral Mumma. We are using the same estimate based on previous 
ships of that class with minor modifications as indicated. We estimate 
$191 million for this ship, sir. 

Mr. WieGcLeswortsH. That is all, Mr. Chairman. 

Mr. Ostertaa. Following up the Chairman’s inquiry, Admiral, 
take the FDR in this instance, will that reach a point of conversion 
at any given point, during its lifetime? 

Admiral Mumma. She has just been converted, sir. 

Mr. Osrrertaa. She has been converted? 

Admiral Mumma. Yes, sir. 


NATURE OF CONVERSION OF AIRCRAFT CARRIERS 


Mr. OstxRrac. In connection with the conversion of any aircraft 
carrier which you have put into service, what is the general nature 
of the changeover that takes place in a conversion? 

Admiral Mumma. I would like to answer just in generalities first. 

Mr. OstertaG. That is all I want. 

Admiral Mumma. If you need more details, Admiral Mendenhall 
has them. 

But generally speaking, about a third to a half way through the life 
of the ship, somewhere in that midperiod of its life, its capability to 
do some of the things that it originally was intended to do have changed 
because of the change in the aircraft and the obsolescence of the mili- 
tary equipment, so that it has been customary for us to modernize the 
ability of the ship to operate modern equipment, such as its ability 
to handle newer aircraft, heavier aircraft, change the flight deck 
loading, and things of that kind, install new guns or replace them with 
missiles as we are doing in the case of the cruisers. 

In general the hull and the machinery is in pretty good shape and 
there is no particular reason why you should not utilize that part of 
the ship. But much of the military part of the ship has become 
obsolete, and so modernization or conversion is a very economical way 
of saving what is good in the ship and bringing up to date the rest of 
the equipment which has become a little less useful to us. 
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CONVERSIONS TO MEET REQUIREMENTS OF SUPERSONIC JETS 


Mr. Osrertac. With the rapid aircraft developments of today, 
particularly in the supersonic jet field, are the conversions of your 
carriers keeping abreast of your requirements for full utilization of 
these high-powered supersonic jets? 

Admiral Mumma. An indication of that is the conversion from our 
old catapults to the new type of catapults, steam catapults, and also 
the changes that are indicated by introduction of the angle deck, so 
that we can operate the carriers with the new type of high-speed 
aircraft far more efficiently than we ever could have done even with 
old time aircraft. 

Mr. OstertaGc. What about missiles? Will they be operated from 
carriers? 

Admiral Mumma. There is a possibility that missiles may find their 
way on the carriers before long. 

Mr. OsrrertaG. Will that change the full picture of carrier con- 
struction? 

Admiral Mumma. I don’t quite see how, sir. This is a personal 
opinion. This is primarily an operational question to answer, but I 
personally would think that though we might want to carry some 
surface to surface missiles on carriers, that generally speaking it will 
be a long time before anything can replace the inhabited aircraft; and 
also it appears that in the area of self-protection, in other words, air 
defense, that the best place to put the missiles is out further rather 
than right on the carrier itself. 

Mr. OstrertTaG. Do you mean on another ship such as a cruiser or 
submarine? 

Admiral Mumma. Or destroyer, sir. 

Mr. OstrertaG. My point, Admiral, is simply that there are many 
changes taking place here in this whole nuclear, missile and aircraft 
development program which make it seem important that your ship 
construction and the new developments of the ships keep abreast of 
such changes at all times so that these new ships converted or otherwise 
are not in a state of obsolescence before they actually are put into use. 

Admiral Mumma. You remember probably, sir, the increased cost 
change involved in some of the ammunition handling in one of the car- 
riers we were talking about. 

This is not only being incorporated in that ship but backfitted 
throughout all of the ships we can do it in to assure that it is able to 
carry its armament in a better fashion. This is a continuous moderni- 
zation process. 

Many of them do not appear of sufficient magnitude to be major 
conversions, but they do become alterations and will be covered under 
our ships and facilities program. 

There is a large amount of that kind of modernization going on 
continuously, and our modern carriers can carry a surface to surface 


missile right now, sir. You can put them aboard them right today 
as well as cruisers. 


USE OF GUIDED MISSILES ON CARRIERS 


Mr. OstertaG. Will it be practical to use a missile from a carrier, 
particularly from surface to air? 
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Admiral Mumma. Yes, sir. 

I would like Admiral Mendenhall to elaborate on that subject a 
little. 

Admiral MrNDENHALL. You notice that in these carriers, the 
Forrestal-type, we have four groups of guns, constituting a long range, 
high-velocity battery on each side of the ship. Those are primarily 
a last ditch defense for the ship against aircraft which are pressing an 
attack on this particular vessel. 

Then we come to a task group with 1, 2, or 3 carriers, with a sur- 
rounding screen. We think it more profitable to put this antiaircraft 
capability in the ships in the screen rather than on the carrier itself. 
The attacking aircraft already is too close to our vital point if it gets 
into that point. We must intercept this aircraft at a distance. 

It is feasible in subsequent carriers, and we may ask for it next 
year, to put a small antiaircraft guided missile launcher in these same 
gun positions as we have them at this time. 


INCREASED SPEED OF CARRIERS 


Mr. OstertaG. Is there any increase in the speed capacity of these 
new carriers as compared to the old carriers? 

Admiral MrenpEennatt. No, sir. We are designing this whole 
group of ships to sustain a speed of 30 knots—hour after hour at 30 
knots, possibly 31 or 32. We plan this whole group to operate at 30 
knots, and all these carriers will meet that requirement. 

Mr. OstEertTaG. Do you mean that it is practical to use that speed 
or it is impossible to achieve a higher speed? 

Admiral MenDENHALL. It is possible to achieve a higher speed but 
the very nature of the ship and operating on the surface over 30 
knots requires a tremendous increase in horsepower. 

Mr. Ostertac. I have entertained the notion that under present 
day developments the mobility of a carrier is important, and I thought 
perhaps the speed of that carrier might somehow improve its protec- 
tive capabilities rather than a speed of about 30 knots an hour. 

Admiral MenpEenHALL. That is very true that increased speed is a 
big asset to the carrier, but its whole group must move with it. Our 
destrouers are all slightly above 30 knots, so they have a maneuvering 
cabability above that of the carrier. 

The carrier we expect to proceed at 30 knots, and if we go to about 
35 knots, an increase of only about 5 knots, that would, I would guess, 
require at least 50 percent increase in the horsepower required to 
push the ship another additional 5 knots. 

Admiral Mumma. That is correct. 

It might be well to visualize it is better to install a little extra 
weight in the catapulting gear and in the retrieving and arresting gear 
of the carrier than to increase the speed of the carrier; in other words, 
in order to handle high speed aircraft. That is the direction we have 
been taking. 

We can launch from this short a flight deck the fastest aircraft into 
the air at the same speed which they would have taking off of a long 
runway, so therefore we gain in the ability of the catapults to launch 
high speed and handle high speed aircraft. 

The same is true in the arresting gear arrangement. 

But to protect the ship itself. 
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Mr. OstrertaG. Actually I am thinking of the ship as a target. 

Admiral Mumma. The ship now is able to be anywhere within a 
circle, the radius of which is perhaps eight or nine hundred miles, and 
the diameter of which is 1,800 miles, or nearly that, so that is a very 
large area in which a carrier has to be located by an enemy; whereas an 
increase of 10 percent in that would not radically affect the order of 
magnitude of it. 

Mr. OstertaG. Thank you Admiral Mumma. 


NEW CONSTRUCTION 


Mr. Wieciesworrn. As I understand it, Admiral, we are now con- 
sidering the items of new construction estimated to cost $1,086 million 
which form part of the overall construction and conversion program 
for which you are asking $1,429 million. 

Admiral Mumma. That is correct, sir. 

Mr. Wice.LeswortH. The program as a whole contains, as I 
understand it, 23 new ships, 23 conversions, 5,000 tons of landing 
craft, and provision for advance procurement for the nuclear- 
powered aircraft carrier in 1958. 

Admiral Mumma. The only difference there is that there are 19 
conversions, Mr. Wigglesworth. 

Mr. WiceGLteswortH. What are the four YAGR ocean radar station 
ships? Aren’t they conversions, also? 

Admiral Mumma. Under the category of service craft, YAGR ocean 
radar station ships. 


BREAKDOWN OF SHIPBUILDING AND CONVERSION PROGRAM, 1957 


Mr. Wiccieswortu. Is there any reason why we should not insert 
in the record at this point a breakdown of the program showing 
by category how many new ships are to be constructed and how 
many ships are to be converted? 

Admiral Mumma. No, sir. 

Mr. WiceLeswortu. If there is no objection I would like to have 
that for the record. 

Admiral Mumma. All right, sir. 

(The information requested is as follows:) 


SHIPBUILDING AND CONVERSION PROGRAM FOR FiscaL YEAR 1957 


The following is the recommended priority of ships and craft in the proposed 
shipbuilding and conversion program for fiscal year 1957. It is listed here by 
priority, but were there to be a reduction in the program it would be restudied and 
the priority revised. 
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COST OF CARRIERS 


Mr. WiGGLeswortn. I have here a table purporting to show unit 
costs of the carriers. There are 5 underway now and a request for 
No. 6 is before us at this time. 

Admiral Mumma. Yes, sir. 

Mr. WiaGLeswortnH. The first ship was constructed where? 

Admiral Mumma. At Newport News, sir. 

Mr. WiaGLeswortH. The present estimated unit cost seems to be 
$199,171,000. 

Admiral Mumma. That is right, sir. 

Mr. WiaGieswortH. The second ship was constructed where? 

Admiral Mumma. New York Naval Shipyard. 

Mr. WiaeGLeswortH. And for that we have an estimated unit cost 
of $218,938,000? 

Admiral Mumma. Yes, sir. 

Mr. WieeteswortH. The third ship was constructed where? 

Admiral Mumma. Newport News 

Mr. WieeteswortnH. And for that we have an estimated unit cost 
of $181,015,000? : 

Admiral Mumma. Yes, sir. 

Mr. WiecieswortH. The fourth ship was constructed where? 

Admiral Mumma. New York Naval Shipyard. 

Mr. Wiaciesworts. For that we have an estimated cost of 
$191,072,000? 

Admiral Mumma. Yes, sir. 

Mr. Wiageieswortu. And the fifth ship was constructed at New 
York Shipbuilding Corp., was it not? 

Admiral Mumma. Awarded to New York Shipbuilding. 

Mr. WicGLEeswortu. And the estimated unit cost is $181,201,000? 

Admiral Mumma. Yes, sir. 
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Mr. WieeLEswortH. Now comes the request for the sixth carrier 
estimated at $191,414,000. Is that correct? 

Admiral Mumma. Yes, sir. 

Mr. Wiaeieswortu. Is that on the assumption that this ship may 
be placed in a Government yard? 

Admiral Mumma. According to the Vinson-Trammell Act it would 
be returned to a Government yard. 

Mr. WiGGLEswortu. Is this estimate based on that assumption? 

Admiral Mumma. On that assumption. 


COMPARISON BETWEEN GOVERNMENT AND PRIVATE SHIPBUILDING 
COSTS 


Mr. WieGLeswortH. Does that mean that it costs us $10 million 
more to build the ship in a Government yard than it does if it were 
put in a private yard? 

Admiral Mumma. There are several reasons for this, sir. 

Mr. WieGciteswortnh. Is that a fact? 

Admiral Mumma. Baldly I guess you could say that is a fact. 

Mr. WieeLeswortH. Now you might make whatever amplifica- 
tion you want. 

Admiral Mumma. The difficulty of getiing a true comparison be- 
tween naval shipyard costs and the costs of private vards is historically 
known, I think, to most of you gentlemen. It has come up many 
times in the past. A lot of it is based upon the maintenance of a 
staff in naval shipyards which must be maintained for other purposes, 
military requirements, mobilization requirements, and other things 
which the private vards do not have to maintain. 

On the present basis of accounting these are charged as accurately 
as we can charge them. However, it is very difficult to maintain an 
absolute accounting system so that you get exact comparability be- 
tween private and shipyard costs. 

The one other additional factor is the lower cost per man-day in the 
Newport News area as compared to the New York area. 

They have a system of incentive payment to their people based 
upon a job type of contract with each individual, he is guaranteed 
that if he gets a certain “norm” he gets a certain price for it and if 
he exceeds it he gets more money in bonuses. It is an incentive-type 
method of dealing with the individual which has a way of reducing 
the man-days required for the job and also gets, generally speaking, 
a lower cost. 

This is forbidden for us to use in civil service and with our wage 
structure in naval shipyards. 

Mr. WiacLeswortH. I am impressed by the fact that in 1954 the 
cost at Newport News amounted to $181 million, that the 1956 ship 
is being built at New York Ship Building Corp. for $181 million, and 
that the request before us is for $191,414,500; or about $10 million 
more than the last 2 carriers awarded to private yards, and about 
$1,200,000 more than the last carrier awarded to a public yard. 

Admiral Mumma. That incorporates some changes, Mr. Wiggles- 
worth, that are estimated into the new price. 

Mr. Wicc.iesworrtu. I believe that is all, Mr. Chairman. 

Mr. Anprews. Admiral, do you add on to the cost of the ship 
built in the Navy shipyards some of the costs that the Government 
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would have incident to the operation of that shipyard if no ship were 
built there? 

Admiral Mumma. We try to separate out under a separate budget 
activity the normal maintenance costs of the shipyard itself and its 
military supporting programs. In other words, if it supports a 
naval hospital, for example, within the confines, we try to insure that 
the part chargeable to that hospital is accounted for separately. 

The very maintenance of that large an establishment, the confines 
of it, most of the parts that cannot be ascribed to one other activity, 
all is lumped and called shipyard overhead, and therefore auto- 
matically it is a little larger. 

We have 1 shipyard, 2,400 acres of land, where there are many 
tenant activities. It provides security and everything else for all 
of those 2,400 acres of land. Yet it does not get reimbursed for all 
of those charges from those other tenant activities. It is almost 
impossible to reimburse the shipyard for that, so a fairly large amount 
of that lumps into its overhead. 


NUCLEAR POWERED CARRIERS 


Mr. AnpreEws. This is the sixth Forrestal class carrier? 

Admiral Mumma. Yes, sir. 

Fe AnpreEws. Do you have any plans for the future beyond this 
one? 

Admiral Mumma. We have a plan, as you know, for nuclear 

Mr. AnpReEws. The Forrestal class without the nuclear power? 

Admiral Mumma. That would be up to CNO to determine, what 


type they would like to have in the future. 

Admiral SanpErs. This is the last conventional powered carrier 
the Navy expects to build. 

The next carrier we expect to build will have a nuclear powerplant 
= it, but its operating characteristics will be generally the same as 
this one. 

Mr. OstrertaGc. Do I understand correctly that this is the very 
last conventional powered carrier to be built under your program? 

Admiral Sanprrs. That is correct. 

Mr. Osrertaa. All subsequent carriers will be nuclear powered. 
Is that correct? 

Admiral Sanprrs. That is the present plan; yes, sir. 

In the 1957 shipbuilding program we have an item for advance 
procurement for a nuclear carrier for 1958. 

Mr. OstrertTAG. Why do you make this one a conventional powered 
carrier rather than nuclear? It is not too late to make it a nuclear 
powered ship, is it? 

Admiral Sanpers. It is, yes. We would have built a nuclear 
carrier this year if it had been practicable to do so. 

The reasons it is not practicable to build it in the 1957 program 
I would like to have Admiral Numma tell you. 

Admiral Mumma. One reason is that the prototype is not suffi- 
ciently advanced for us to go ahead with safety in the 1957 program, 
so that if we put it in the 1957 program it would have slipped into the 
1958 program, anyway, from a point of view of actual construction. 
We therefore decided the only thing to do was to face up to that 
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issue, say ‘‘All right, if it actually will be awarded in the 1958 program 
we will ask for it in the 1958 program.”’ 

Mr. OsrertTaG. Does that mean you are assuming that you will 
be in a position a year hence to move in with nuclear powered carriers? 

Admiral Mumma. Yes, sir. We are pretty confident of it. 

Mr. OsrertaG. Does this mean, then, Admiral, that as the program 
moves ahead other carriers, existing carriers, will be converted into 
nuclear carriers? 

Admiral Mumma. At the present time with the present state of 
nuclear technology it doesn’t appear to be a very feasible thing to 
contemplate because of the radically different steam conditions under 
which the machinery operates and the space requirements of the 
nuclear powerplant relative to the conventional powerplant. 

You would have very little left of the ship except a skin in which to 
start building over again, so that we feel the economics 

Mr. OsrertaG. It would not be practical to make that change? 

Admiral Mumma. It doesn’t appear so at the present time. I can 
say we make such terrific advances that a few years hence this may 
be feasible. 

Mr. OsrertaG. I can understand why you cannot answer all ques- 
tions relating to the future. Are the costs the same for a conventional 
as compared with a nuclearpowered carrier? 

Admiral Mumma. No, sir. The cost increases and we do not know 
exactly how much more it will be next year, but we suspect it will be 
higher cost than this year’s carrier. 

Mr. Wiac.Leswortu. I understood you to tell me you were using 
the same figure. 

Admiral Mumma. Not for 1958, sir. If I said that I must correct 
it. If you asked about the 1958 carrier the cost estimate will be 
something over $250 million we suspect. 

Mr. OstertTAG. You are working on that right now; are you not? 

Admiral Mumma. Yes, sir. 

Mr. OstrertaG. That is all, Mr. Chairman. 


DESTROYERS 


Mr. Anprews. Let us take the next group of ships, the DDG 
destroyers, eight in number. 

Admiral Mumma. The design of the ships has proceeded to a point 
where preliminary characteristics are being studied and I would like 
Admiral Mendenhall to briefly discuss the design status and charac- 
teristics status as far as he is concerned. 

Admiral MENDENHALL. The characteristics are completed for this 
ship. 

The general appearance of the ship fundamentally is the same ship 
we have been building as a destroyer for the last 3 vears, with the 
exception we have displaced the 5-inch mount which was originally on 
the upper deck aft, and there we placed a new antiaircraft guided 
missile. 

Other than that the ship is primarily just as it was last year. 

Mr. AnprEws. Expected to do 33 knots? 

Admiral MENDENHALL. Yes, sir. 

Admiral Mumma. The cost estimate is based upon the ships in last 
year’s program but has not vet been refined for some of the more recent 
cost estimates, but we anticipate we had knocked this price some. 
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Another unknown in the area is the cost of the ordnance guided- 
missile capability, so that although this is the best estimate we have, 
it is not what I would call an unshakable figure. As we go into the 
guided missiles we do get into areas of development costs. 

Mr. AnpreEws. Costs for each is around $33 million? 

Admiral Mumma. Yes, sir. The shipbuilding industry will have 
no difficulty whatsoever in handling this size program. There are 
plenty of capabilities for the destroyer-type ships. 

The improvements, of course, have been mentioned by Admiral 
Mendenhall, and primarily consist of the change in the guided-missile 
capability, but po we anticipate getting an improvement in the 
sonar area as well in this ship. 

Mr. WiceLEswortH. Why does the unit cost increase from 
$28,250,000 to $33,009,000? 

Admiral Mumma. I believe primarily, as an offhand estimate, due 
to the change in the guided-missile inclusion. I will give you a 
breakdown of that if you would like further details, sir. 

I don’t have detailed figures with me, sir, but I can get. them. 

Mr. WicGLeswortH. When you revise your remarks I wish you 
would supply some detail to justify the increase. 

Admiral Mumma. Yes, sir. We will supply it for the committee. 

(The information is as follows:) 

Increase in cost of DDG 
Unit cost of DD , $28, 250, 000 
Unit cost of DDG ee 


OMNES oo i Reese Liss og ey Se +4, 759, 000 


The increase in unit cost results from the addition of the guided-missile capability 
to this type of ship 


PATROL VESSELS 


Mr. WiaGLeswortu. You stated this morning, I think, that author- 
ization was required for some patrol vessels in the program. Do I 
understand that everything else included in this program has been 
specifically authorized? 

Admiral Mumma. There is adequate tonnage under the Vinson- 
Trammell Act and subsequent amendments thereto as indicated in 
the summaries put in the record this morning for all the warships 
and all of the amphibious types involved. 

There is not enough balance, only 314 tons, available in the category 
of patrol vessels. 

Phere is a current bill pending which is now called H. R. 7993 which 
has been passed by the House, which includes authorization for this 
tonnage, and specifically does mention each of these vessels in the bill, 
with a summary of the estimated tonnage of the vessels. But it does 
not provide tonnage for anything except the two patrol vessels. 

Mr. OstertTAG. How many times has this tonnage been authorized? 

Admiral Mumma. It is pretty hard to keep an exact record. The 
original Vinson-Trammell Act in 1934 has had several amendments to 
it and they provide adequate tonnage. 

Mr. OstertacG. There are different ways of authorizing it, and | 
think perhaps the record will show that most of this program has been 
authorized more than once. 
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Admiral Mumma. It is true that when a vessel is stricken from the 
register it is possible to reinstitute authorization, if that is what you 
refer to, Mr. Ostertag. 

Mr. WieeLeswortH. Assuming the passage of H. R. 7993, am I 
correct that authorization for the full request before us will be com- 
plete? 

Admiral Muna. I presume so, sir. 

Mr. Wieeieswortn. If that is not so we ought to know it. 

Admiral Mumma. The only assumption we can make is that if the 
program is approved and the authorization bill, 7993 becomes law, 
there is no problem. 

If 7993 as is does not pass, we would need a minor tonnage bill for 
the 2,800 tons, anyhow, and that would have to be passed before we 
could proceed with the 2 destroyer escorts in this program. We 
could proceed with the remainder of the program. 

Mr. Wiecieswortu. That is all, Mr. Chairman. 

Mr. OsrrrtaG. It is vital to your program, is it not, Admiral, that 
this authorization be taken care of during the present session of 
Congress? 

Admiral Mumma. It would have to be or we would drop the two 
destroyer escorts from the program. 

Mr. OsrrertaG. Doesn’t this call for eight destroyers? 

Admiral Mumma. Destroyers are under the category of warships, 
sir, so they are not included in the necessity of authorization. We 
have authorization for the eight destroyers. I am only talking to the 
two DE’s called escort vessels further down on the list. They are the 
only ships which require tonnage. 

Mr. OstertaG. These destroyers have already been authorized, is 
that correct? 

Admiral Mumma. Yes, sir; they are. 

Mr. ANprReEws. I assume all these ships have been authorized? 

Admiral Mumma. That is correct; all except those two DE’s cur- 
rently authorized. 

Mr. OstrertaG. We are on the subject of destroyers, are we not? 

Mr. AnpreEws. That is right. 


GUIDED MISSILE CAPABILITY 


Mr. OstertacG. I would like to inquire about these destroyers and 
to learn whether these are known as missile destroyers? 

Admiral Mumma. Yes, sir; they have that guided missile capability 
shown on that sketch. 

Mr. OstertaG. Do they have a different name or number than the 
regular destroyers, conventional destroyers? 

Admiral Mumma. That is a local designation within the Navy, sir, 
that the ““G”’ is added to indicate they carry guided missiles, ‘‘DD”’ is 
a destroyer and a “G”’ indicates it is a destroyer that carries guided 
missiles. 

Mr. OsrertaG. If I understand correctly there is very little differ- 
ence between your plan for the missile destroyers and other destroyers 
except that it has a mechanism which provides for the use or operation 
of missiles. 

Admiral Mumma. That is correct, ves, sir. 
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Mr. Osrrrtag. I am leading up to the question of whether you 
have any plan in vour program for the conversion of existing destroyers 
to missile destroyers? 

Admiral Mumma. Yes,sir. We have an advanced prototype of that 
type of conversion in the 1956 program. The ship is being converted 
at Boston Naval Shipyard, a DDG. 

Mr. Osterraa. I fail to see destroyers listed in your conversion 
program? 

Admiral Mumma. The reason for that is that this is a different 
missile in the case of the “DDG” at Boston. That is a Terrier 
missile; whereas, this is a different missile. Therefore, the Navy 
wishes to test all types of missiles in various applications, Talos, 
Terrier, and other missiles, to decide which ones we want to put on to 
the destroyer conversions when they are being done. Is that a 
correct statement from the CNO point of view? 

Admiral MrnpreNnuHALL. That is correct substantially, sir. To 
put this new missile in conversion destroyers, to build it in, it is costing 
a considerable amount. To convert old destroyers to put the same 
missile in would be quite expensive. The destroyers we are using now 
are 10 to 12 years old. Whether it is going to be economical and feasi- 
ble from the financial standpoint to go back and convert the destroyers 
we are using in the fleet now is a matter we are studying carefully. 

Mr. Ostertac. | interpreted from your previous statement in 
which you described the guided missile destroyer as the DDG, and 
pointed out that there is very little difference between this type of 
destroyer and the conventional destroyer which you have been using 
except that it has an area which is adapted to the use of a missile. 
My thought naturally went to the fact that there would not be much of 
a problem in conversion of old destroyers into missile destroyers. 

Admiral MENDENHALL. May I clarify this. When I said this ship 
is similar to the previous destroyers I mean the ships being built on 
the ways now in the 1955 and 1956 program. I am not talking about 
World War II destroyers, which are 50 feet shorter and nearly a thous- 
and tons smaller than this. 

Mr. OstertTaG. In other words, you have no destroyers except those 
that are in the current construction program or have been recently 
built, all of which would be adaptable for conversion to this new type 
of destroyer. 

Admiral Mumma. Possibly, if this DDG program at Boston is in 
all respects successful it could serve to be a prototype for conversion of 
a large number of other existing older-type destroyers, if it were 
economically feasible. 

Mr. OstertaG. Thank you Admiral, you have answered my 
question. 

FRIGATES 


Mr. ANpreEws. All right. We will take the next group, four guided 
missile frigates. 

Admiral Mumma. These ships are repeat ships to the design in- 
cluded in the 1956 program and the characteristics are finalized, the 
design is in process of development by a design agent, and the first 3 
of these ships are being built, 2 at Bremerton and 1 at San Francisco 
Naval Shipyard. 

Mr. Anprews. Has work started on them? 
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Admiral Mumma. Actual construction has not started. 

Mr. AnprEws. When do you expect it to begin? 

Admiral Mumma. The keel-laying estimate—I will get that for 
you. 

To proceed in the meantime, the costs are based on return contract 
costs as well as with major corrections for the guided missile installa- 
tion, but due to the additional, these being follow ships and addi- 
tional to a previous program, the costs are lower than those in a 
previous program. 

Mr. AnprEws. The cost is $49,212,000 apiece, approximately? 

Admiral Mumma. Yes, sir. We had previously estimated about 
$53 million for them. The estimated starting of work is November 
of this vear for the first two, and another one following early, about 
a vear from now, actual starting of work. 

Mr. AnpreEws. That is for three. What about the fourth one? 

Admiral Mumma. Those are the three in the 1956 program, which 
are the first prototype lead ships. Then these four will follow right 
on their heels; verv close aboard, sir. They will not have as much 
delay as these first ones. 

Mr. Anprews. You had three in vour 1956 program? 

Admiral Mumma. Yes, sir. 

The additional point, improvements over the previous vessels of 
the type, Admiral Mendenhall can describe that. 

Admiral MENDENHALL. This ship is under contract now and being 
built, and the principal feature, this ship is designed primarily as the 
principal escort for the fast carrier. 

Mr. Anprews. That is 1 of the 3 in the 1956 program? 

Admiral MENDENHALL. This is a duplicate of the one in the 1956 
program. The ones we are asking for this year, the principal features 
are it is a large hull for a destroyer, 500 feet in length and 5,000 tons 
displacement. By comparison to other destroyers this is a big ship. 
It has two 5-inch guns forward providing surface protection or anti- 
aircraft capabilities, and we have aft a Terrier launching for antiair- 
craft guided missile protection with two smaller guns mounted in 
here. Very heavy radar set which provides not only facilities for 
this ship and its battery, but also gives the ship capability of making 
air interceptions. This ship being on our own protective screen 
around the carrier, it has capabilities of controlling our own planes 
and intercepting enemy planes. This is a 35-knot ship to operate 
with the carrier. 

Mr. Anprews. Thank you. 

Admiral Mumma. Are there any further questions on the DLG 
type? 

Mr. Ostrertac. I have one question, but I do not know that it 
would apply to the frigate or any other particular ship. I would 
like to know whether any of this program is subject to construction 
or building contracts outside of the continental United States. 

Admiral Mumma. None, sir, in this program, as such. There may 
be added from other funds additional procurement, maybe from 
foreign aid or other funds, but none in this program, sir. 

Mr. Ostertac. Thank you Admiral, that is all Mr. Chairman. 
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SUBMARINES 


Mr. Anprews. Allright. We will come to the six nuclear-powered 
submarines. 

Admiral Mumma. These ships are follow ships to the 1956 Albacore 
hulled-type nuclear-powered ship, which is the first of its type and 
brings out the maximum maneuverability and maximum increase in 
performance i in speed and all other requirements. ‘This is an ideally 
designed submerged vessel. You can notice its similarity to a whale 
or other large submerged fish and its ability to maneuver; it is short 
and fat and it has a maximum speed capability. 

I would like Admiral Mendenhall to describe it briefly for you. 

Admiral MrNnDENHALL. The phenomenal change has come about 
because our previous boats had twin screws and this whole hull is 
flared in and made shorter and stubbier than previously, which gives 
it, with the horsepower provided, what is now a phenomenal speed. 

The difference is that with this ship we do not plan to proceed 
on long voyages on the surface. He can proceed submerged almost 
the length of time he desires to stay down. We have the same attack 
capabilities as previously with the latest sonar and attack weapons. 

Mr. Anprews. What is the primary mission of this type sub? 

Admiral MENDENHALL. It is to destroy enemy vessels, either com- 
mercial or war ships, but also because of the excellent sonar provisions 
in the ship and the fact that it is a quiet ship, this ship will be a good 
hunter-killer submarine, not specially designed for that purpose, but 
as a function of the ship this is an excellent way to hunt enemy 
submarines. 

Mr. Anprews. That ship is considerably smaller than the Nautilus? 

Admiral MrenDENHALL. Just about the same. 

Mr. Anprews. What is the length of the Nautilus? 

Admiral MENDENHALL. This is much shorter than the Nautilus, 
but the tonnage is somewhat less than the Nautilus, the displacement 
of the ship. 

Mr. Anprews. What type reactor will it have? 

Admiral MENDENHALL. An improvement over the Nautilus. 

Mr. OstertaG. May I inquire as to whether this submarine is to 
be one of the nuclear-powered submarines with guided missile capa- 
bilities. 

Admiral Mumma. No, sir. 

Mr. OstrerraGc. You have no new submarines in the program for 
that purpose? 

Admiral Mumma. Yes, sir, we do. We have one nuclear-powered 
submarine in the 1956 program to have guided-missile capability. 
That is in last year’s program. 

Mr. Ostrertac. But I am talking about this program. 

Admiral Mumma. No, sir, not in this program because we feel 
that we must work the bugs out of that before we proceed. 

Mr. Osterraa. Is the 1956 program, the submarine that you speak 
of, is that the one that is planned for conversion or is it one previously 
authorized? 

Admiral Mumma. That one I speak of in the 1956 program is the 
submarine that was approved last year as a conventionally powered, 
new-construction submarine and we decided recently and informed the 
various committees of the Congress and had approval from the Secre- 
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tary of the Navy and on up the line, that that would be converted to 
nuclear power, while the design was in process. So it is not a con- 
version as such. It is a change in the type of construction. That is 
the one that is going to cost us $17 million more that we mentioned 
this morning. 

Mr. OstrertTaG. You have one guided missile submarine under the 
conversion program in this justification? 

Admiral Mumma. Yes, sir. May I address myself to that particu- 
lar point? In this area we had planned on converting one old style 
submarine to guided missile capability. 

Mr. ANDREWS. What is the cost of these nuclear-powered sub- 
marines, Admiral? 

(Discussion off the record.) 

Mr. AnpreEws. Is one reason the cost is less due to the fact that 
the power unit is getting cheaper? 

Admiral Mumma. Yes, obviously because of the fact that—an 
example is zirconium, a very rare metal. Its original technology was 
so difficult that it cost hundreds of dollars a pound almost, and several 
pounds of it were used in reactors. Now it is down to where it is 
around $20 a pound. lt is still a very expensive metal and one of 
the few metals that can be used in reactors. But it still is many 
times cheaper than it used to be when it was almost a metallic 
curiosity. 

ESCORT VESSELS 


Mr. Anprews. All right. Next the two DE escort vessels. 

Admiral Mumma. These two ships, the design is completed. They 
are repeat ships of ships in previous programs. Therefore, there is 
no chart available of them and the two ships in the previous program 
and these two ships will make up a division which will permit proper 
evaluation of this new type escort vessel which is intended to be a 
type that can be readily and rapidly produced in wartime or any 
period of urgent emergency. 

Mr. AnpreEws. Cost of each is about $11 million? 

Admiral Mumma. We have good cost information, contracts 
awarded, and we therefore are very convinced that the cost is quite 
realistic. 

Mr. ANpDREws. When do you expect to lay the keels and where? 

Admiral Mumma. We have an estimate on that, sir. We suspect 
that these two DE’s will be awarded by this time next year or earlier, 
and that the actual start of work will be some time in calendar 1957. 

Mr. ANpDrReEws. Will they be let by competitive bids? 

Admiral Mumma. I assume so. At this time, though, we are not 
yet positive as to the distribution of the work. It depends upon the 
approval of the Congress. 


AMMUNITION SHIP 


Mr. ANpreEws. Next is the ammunition ship. 

Admiral Mumma. This is a repeat ship, very similar to ships in 
previous programs and the design is therefore completed and the 
cost estimates are considered quite accurate. The shipbuilding 
industry can easily accommodate them and the improvements of 
this particular type are that these ships can carry all types of ammwni_ 
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tion for replenishment of all types of naval ships and are very flexible 
in their ammunition handling arrangements, as well as their ability 
to carry special weapons and things of that kind. 

Mr. ANnprReEws. So for your shipbuilding program for 1957, you 
expect to build 23 ships at a total cost of $1,086,799,000? 

Admiral Mumma. Yes, sir, including the service and small craft 
as you have noted there. 

Mr. Wiceieswortnu. I have one question. 

May we have a table similar to the one you gave us last year at 
page 646 which breaks down the service and other small craft by 
type, number, and cost? 

Admiral Mumma. Yes, sir. 

May I ask a question? This is a classified list at the moment. 
Would you like a declassified version of that, or scan it at the moment? 

Mr. Wiaa.iesworts. Off the record. 

(The information is as follows:) 

Number, type, tonnage, and total estimated cost of service and other small craft 

included in the fiscal year 1957 program 


Total esti- 


Number of 
mated cost 


Vessel type Tonnage 


New construction: | 
Various landing craft: 
LCM (6) landing craft, mechanized, Mk VI_.--- 
LCM Hydrofoil landing craft ; aa ees 
LCPL landing craft, personnel, large_ _- 
LCU utility landing craft___. 
LCVP landing craft, vehicle and personnel 





Total estimate 


Service craft: 
YP patrol vessel _. 
YTB large harbor tug 





Total estimate 5 | 6, 336, 000 





Total, new construction... ._- ; : 283 4,629 | 19, 578, 000 
Conversion: YAGR ocean radar station ship : ; | 16, 000 17, 216, 000 





Total, service and other small craft 20, 629 | 36, 794, 000 


1957 CoNVERSION PROGRAM 
GUIDED MISSILE LIGHT CRUISERS 


Mr. AnprEws. We will take up the conversion program on page 
C4. I would like for you to answer the same questions with refer- 
ence to the conversion program as I did for the building program. 
First is with reference to two guided missile light cruisers. 

Admiral Mumma. Both of these light cruisers to carry different 
missiles, these are different types. I might describe them together. 

The difference primarily in the conversions is in the missiles them- 
selves and their handling arrangements. The Terrier is a smaller 
missile and they carry a larger number; the Talos is a larger missile 
with a smaller number. I would suspect it might be wise to ask 
Admiral Mendenhall to describe this briefly, and if he needs further 
help, from Admiral Withington. 

Admiral MenpENHALL. Mr. Chairman, these are similar to the 
developments from previous years of picking existing cruisers which 
still have fine hulls and fine engines, and incorporating one missile 
launcher in them in order to get a missile capability into the fleet 
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and distributed as rapidly as possible. This says neither Talos nor 
Terrier. Fundamentally, the arrangements are the same. From 
this part of the ship forward it is the same. Turrets, antiaircraft 
guns, bridge arrangements, engineering space below. Aft of this 
space above and main deck the ship is new, launcher aft, assembly 
space and assembly test space forward. Quite an arrangement of 
radar is necessary to control these missiles. That material is all 
mounted on the after part of the ship with computing spaces and 
spaces in the forward part of the ship. 

There are 2 Talos conversions and 3 Terrier conversions. Funda- 
mentally, they are the same job except we put one missile on one ship 
and the other missile on the other. 

Mr. OstertTaG. You say two? 

Admiral MrNDENHALL. Two and three, sir. 

Mr. Anprews. Total of five? 

Admiral MrNDENHALL. Yes, sir. 

Mr. AnpreEws. And the two Talos are to cost $61,945,000 and the 
three Terrier will cost $63,928,000; is that correct? 

Admiral Mumma. Yes, sir. Actually, there is a reduction in cost 
from previous estimates of ships of this type because of the availability 
of working plans and we also have production models of radars and 
other equipment available for these ships, and it makes them a rela- 
tively inexpensive process. 

Mr. Anprews. Do you expect to complete this work during 1957? 

Admiral Mumma. They will be started during the calendar vear 
’57, sir, but the completions may stretch on into ¢ calendar ’58 and ’59. 

Mr. Anprews. How many guided missile light cruisers will you 
have when this program has been completed? 

Admiral Mumma. We will have 6 with Terrier capability and 2 with 
Talos capability, if I am correct. We were speaking only of cruisers? 

Mr. OsrertaG. Did I understand you to say, Admiral, that you 
have cruisers in the conversion program that have already been 
converted? 

Admiral Mumma. Yes, sir. The one, the first of its type and the 
one recently announced is the Boston and she is now in Guantanamo 
evaluating her missile battery. The Canberra, the second of that 
missible class, is completing this spring at New York Shipbuilding 
Corp. 

Mr. OstertaGc. With the completion of the program will that make 
seven of these light cruisers that have been converted? 

Admiral WirHincton. Six, I believe is the correct number. 

Mr. Ostrertac. There are five listed here. 

Admiral Wirnineton. Total of 8; Talos conversion in 
Bostons make 3, plus this 5 is 8. 

Admiral Sanprers. Off the record. 

(Discussion off the record.) 

Mr. AnpreEws. Do you want to put that on the record? 

Admiral SanpErRs. Not as long as the committee understands it. 

Mr. Anprews. Would it hurt to go on the record? 

Admiral Sanpers. I do not think it makes any difference. 

Mr. Anprews. Then I will ask you to make a statement as to the 
difference between the two types. 

Admiral Sanprrs. The guided missile cruisers which are the sub- 
ject of discussion are cruisers which have surface-to-air guided missiles. 
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We have other cruisers which have surface-to-surface guided missiles 
installed. They carry the Regulus missile. 

Mr. OsrrertaG. Before leaving the subject, may I inquire whether 
the record indicates the correct total number? I believe Admiral 
Withington did make that clear, but | am wondering if the record is 
right. 

Admiral Mumma. I am afraid the record may be incorrect in one 
respect in that we do have 5 with Terrier capability and 3 with Talos 
capability. 

Mr. AnpreEws. Total of eight? 

Admiral Mumma. Yes, sir. 

Mr. AnprREws. Five of which are in this program? 

Admiral Mumma. That is right. 


ATTACK AIRCRAFT CARRIER 


Mr. AnpreEws. All right. Now, the next is the conversion of an 
attack aircraft carrier, CVA-—41 class. 

Admiral Mumma. May I backtrack a minute, Mr. Chairman? 
Actually, it is a matter of designation; when I| previously said 6 
CLG’s that was a correct statement, but 2 of these 8 are CAG’s, 
heavy cruisers. 

Mr. AnpreEws. Let us take up the attack aircraft carrier, CV A—41 
class. You want to convert one at a total cost of $56,829,000. 

Admiral Mumma. This is the last of the three ships of the Midway 
class. This ship, the Coral Sea, its design is therefore complete and 
the cost estimate is quite accurate. The availability of the industry 
to do the job is adequate, the two previous ships have been done in 
Puget Sound Naval Shipyard. The improvement, I think, could be 
mentioned briefly by Admiral Mendenhall. 

Admiral MrenpDENHALL. I see the committee’s own room provides 
the principal illustration. This carrier was originally a straight-deck 
carrier similar to the Essex class and this conversion will put the angle 
deck on it similar to this class. 

This is an expensive proposition because it involves an addition to 
the area of the flight deck. In addition to that we are installing new 
catapults. These are old-type catapults and we are installing the new 
steam catapults to enable this ship to launch present high-speed 
fighters and heavy bombers. The whole arresting gear must be re- 
arranged, a new barrier goes in, and the arresting engines are new. 
Two deck-edge elevators are supplied and this ship has a central 
elevator which is being enlarged and capacity increased. It is quite 
an extensive change in the ship that required approximately 2 years 
in the shipyard. 

Mr. ANpDREws. Mr. Wigglesworth? 

Mr. WiceLeswortu. Either on or off the record, how many carriers, 
all told, have we got now? 

Admiral MEenpENHALL. This is the third of this particular class. 
To get angled decks, this is the third of this particular class. 

Mr. Wiaa.teswortn. Off the record. 

(Discussion off the record.) 

Admiral MENDENHALL. In the active fleet we have 18 CVA’s. 
These are ships designated as attack aircraft carriers. With the 
ships that are being presented to the committee this time all of 
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these ships will become angled-deck carriers. These are in addition 
to the Forrestals, in addition to the one Forrestal now shaking down 
but not yet reported to the fleet. 

Mr. WieeLeswortH. At the moment we have 19 carriers of one 
category or another? 

_ Admiral Menvennwatt. Classified as attack aircraft carriers, yes, 
sir. 

Mr. WieaLteswortsH. That is all, Mr. Chairman. 

Mr. Osrertac. While we are on that subject, Admiral, did you 
say there are 18 all told in the active fleet? 

Admiral MENDENHALL. This includes those which are in the 
shipyards for protracted periods to get these conversions done. 
Actually, in the fleet—and this does not include those which may be 
under overhaul—there are only 15 active. 

Mr. OstertaGc. When you spoke of angled deck, does that have 
the same meaning as canted deck? 

Admiral MENDENHALL. Precisely, sir, angled deck was the name 
first applied to it, and then some people began calling it canted deck. 
To make it uniform we are calling it angled deck because the two 
decks actually occur at an angle. When I say we have 18 carriers, 
these include ships under major conversion, Midway and FDR are 
each laid up about 2 years and this last one of this class which will 
be the Coral Sea will be laid up 2 years. 

Mr. OstrrertaG. The carrier subject to conversion under this pro- 
gram is the Coral Sea; is that correct? 

Admiral MENDENHALL. That is correct, sir; the FDR and the 
Midway will be completed, 1 at the end of this summer and the other 
about 6 or 8 months later, sir. 

Mr. OsrrertaG. How many nuclear carriers will be part of that 
setup? 

Admiral MrnpENHALL. No nuclear. We have not even requested 
funds for the first nuclear-powered carrier. We anticipate that the 
next fiscal year, sir. 

BATTLE CRUISER 


Mr. Wiaeieswortu. I have one question. What is the status of 
the Hawaii? There have been plans to complete or convert or 
utilize it in some way. Is the ship still in an unfinished status and 
do you have any plans for utilizing it? 

Admiral MENDENHALL. Yes, sir, the ship is not completed. I 
believe she is at the Philadelphia shipyard in an uncompleted status 
and there are no immediate plans for completion. However, we have 
a very valuable hull and excellent engineering plant in her. We are 
preserving the ship for some future need. 

Mr. Anprews. What type ship is that? 

Admiral MenpENHALL. Battle cruiser. 

Admiral Mumma. CB. 

Mr. Wice.teswortn. Is the ship susceptible to conversion to a 
carrier? 

Admiral MEenpENBALL. I should scarcely think so. It would be 
possible to make a carrier out of it, but I do not think it would be an 
economical conversion at all. 
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ATTACK AIRCRAFT CARRIER 


Mr. Anprews. Any other questions? 

All right, let us take the next group of 27—A class attack aircraft 
calriers and you can talk about the next one at the same time, 27—C 
class attack aircraft carriers, angled decks. 

Admiral Mumma. These are bringing to a greater capability exist- 
ing attack aircraft carriers to include the angled deck conversion 
feature which is relatively inexpensive item. As you see, it is only of 
the order of 6 to 7 million dollars. Yet the increase of capability of 
these ships is considerable. The difference between them is that they 
are intrinsically different in their ability to handle certain sized 
aircraft. 

Mr. ANprEws. Are these smaller carriers? 

Admiral Mumma. These are Essex-type carriers, which are being 
converted. Originally, 27,000 tons standard displacement and they 
are being converted to this increased capability. If you have any 
further questions, I think Adminal Mendenhall can answer them, 
concerning the individual items. 

Mr. AnprREws. Are these the smallest-class carriers that you use 
today? 

Admiral Mumma. No, sir. We do have some CVE’s, which are 
the old so-called jeep carriers during World War II. But we do not 
have but three of them, I believe, and these are the carriers that are 
the smallest of the attack carriers. In other words, that carry actual 
fighter and attack planes. 

Mr. Ostrrertac. What is the difference between a 27—A class and 
27—C class? 

Admiral Mumma. I would like to ask Admiral Mendenhall to talk 
to that point. 

Admiral MrenpEeNnHALL. After the war there has been almost a con- 
tinuous program of modernizing carriers. We first started merely 
strengthening the decks and then we started putting in atomic capa- 
bilities and larger elevators and one thing and another. This large 
group of ships originally called the Essex class, originally CV No. 9, 
Essex was the lead ship, are now divided into 3 classes. In the attack 
group we have what we call the project 27 Ables under prosecution 
when the angled deck was invented or conceived, so the 27 Charlies 
got the angled decks initially. 

Now, under project 125 we are going back and picking up the 27 
Ables and putting angled decks and some other slight improvements 
on them. 

Mr. OstertAG. Is it correct to state that this conversion project 
is primarily relating to the angled deck? 

Admiral MENDENHALL. Primarily, yes, sir. 

Mr. Ostertaa. Other than that, there are only minor changes? 

Admiral MreNDENHALL. That is correct, sir. 


SUBMARINES 


Mr. AnpRews. The next is guided missile submarines cost 
$10,023,000. 

Admiral Mumma. This is the subject that we discussed briefly a 
few moments ago, sir; started into its discussion, which has to do 
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with the current desire of the Navy Department now to change our 
plan from what we had originally estimated in this budget, which was 
that we would take an old style submarine and convert it to a guided 
missile capability at an estimated cost of $10,023,000. Now we, 
instead of doing this, wish to take 2 ships that are on the ways and 
nearing completion, the 574 and the 477. 

Mr. Anprews. Are they atomic submarines? 

Admiral Mumma. No, sir, they are conventionally powered sub- 
marines. But they are nearing completion and they are on the ways 
now, we have stopped work on them and are converting them in 
accordance with information previously furnished to the committees 
of the Congress, proceeding with the completion of those two sub- 
marines for guided missile capability. And with the understanding 
that we would then delete this item, line item, from the program, but 
that this $10 million would then reimburse the 1956 program for this 
additional cost. 

In other words, we get 2 for the price of 1, practically speaking. 


ATTACK TRANSPORT 


Mr. Anprews. Next is attack transport, one, cost of $15,183,000. 

Admiral Mumma. This ship is a Mariner class ship, the well-known 
cargo ship built by Maritime since the war. It is a high-speed ship, 
a very useful type of hull and machinery, and is planned for conversion 
to an APA. We had in a previous program the conversion of one of 
this same type ship to an AKA. It has been a very successful con- 
cept, so that this would provide for our amphibious forces prototypes 


in both these two major categories, the AKA and the APA ships, 
that would permit the rapid conversion of Mariner ships to this type 
in event of emergency or rapid mobilization. 


AMPHIBIOUS ASSAULT SHIP 


Mr. ANnprews. Next, amphibious assault ship, one, cost of 
$14,475,000. 

Admiral Mumma. We are in process of designing this ship. It is 
the ship that is responsive to the Marine Corps new concept of vertical 
envelopment, carries helicopters, and is intended to permit the landing 
of a large number of troops at any spot behind beaches rather than 
over the beach. 

Mr. AnprEws. How many troops will that ship carry? 

(Discussion off the record.) 

Mr. Anprews. They will be landed from the ship on the beach 
with helicopters? 

Admiral Mumma. Actually behind the beach is the concept, so that 
they can move in and take strong points and then, later, the buildup 
can come over the beach very safely. 

Mr. Anprews. This is a new ship, you do not have any like it? 

Admiral Mumma. We have one conversion of this type in process 
now, sir, the Thetis Bay, CVE, 105 class, and this could be a very 
economical kind of conversion for some of our old escort-type ships. 
This is the second of a general type. 

Mr. OstertaG. Do we have a large number of ships of this amphib- 
ious type which can be converted into assault ships as you have 
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described. In other words, how many have we got on hand that 
might well be converted as the program develops? 

Admiral Mumma. I think because of the concept of this as a trial 
and whether or not this is a completely satisfactory method of doing 
it, whether it becomes a new ship in subsequent programs or whether 
the conversion is a completely successful method of doing it, 1 think 
had better be referred to Admiral Mendenhall. 

Admiral MENDENHALL. This ship is particularly adapted to this 
purpose. It was built as an escort carrier and we have taken about 
two-thirds of what was originally the hangar deck and converted it 
into troop space, putting elevators on the sides to handle helicopters. 
These helicopters will land the troops. We are putting elevators 
inside to supply their munitions, equipment, to the weather deck. 
This is a conversion to develop not only the conversion of this particu- 
lar ship but the Marine concept of making the landing. The Marines 
are anxious to secure some new ships designed to do precisely the 
same thing which would have slightly greater capacity and greater 
speed, and have the advantage of being new ships. They have 
agreed for the first 2 years, last year and this year, we will convert. 

Mr. Ostertac. I think everyone will agree that such an approach 
is reasonable. My question, Admiral, was this: Recognizing that you 
have one already in the mill of conversion, and you have one proposed 
here for conversion, my question has to do with how many more 
ships are available for such conversion if it is practicable to do so. 

Admiral MenpgenuHALL. Iam sorry. Between 20 and 30, depending 
on how far back in the old ships you want to go, sir. 

Mr. OstertaG. Thank you, Admiral. That is all, Mr. Chairman. 

Mr. Anprews. Both would be classified as helicopter assault ships? 

Admiral Sanprers. Not quite correct. This is an LPH. The one 
in the 1955 program is a CVHA and is a ship of considerably less 
capability than this one. 

Admiral Mumma. But it is a first stab at the same concept. 


RADAR PICKET ESCORT VESSELS 


Mr. Anprews. Next you have 6 radar picket escort vessels, total 
cost of $36,467,000. 

Admiral Mumma. These ships are World War II destroyer escorts 
which are being converted to radar picket ships. They are ships 
that have long endurance and can keep at sea for a good period of 
time. 

Mr. AnprRews. How many do you have today? 

Admiral Mumma. We have a total kit of these at the present time— 
can you answer that offhand? 

Admiral MENDENHALL. I believe 16 or 18. 

Admiral Mumma. It is quite a number of them. 

Mr. AnpreEws. Will these six complete your program, or do you 
expect this program to continue? 

Admiral Mumma. Our most recent commitment was that we would 
do 36 of them and we have no additional commitment beyond these 
6 as of the present time. 

Mr. AnprEws. We have 30 today? 

Admiral Mumma. That is right, sir. 
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SEAPLANE TENDER 


Mr. AnpREws. Last is a seaplane tender at a cost of $9,465,000. 

Admiral Mumma. The characteristics are available. I think it 
would be wise to ask Admiral Mendenhall to discuss the general 
characteristics of this ship. 

Admiral MreNDENHALL. We did not bring a picture of this ship, 
but primarily this is taking a present seaplane tender and installing 
on it a very large counterbalanced boom so that the new Navy sea- 
plane which is being developed by Martin will have a mother ship or 
tender. The boom was expensive because it provides not only muni- 
tions but gasoline, fuel, and access to the ship. We have new facilities 
for handling fuel for the ship and also various weapons, which the 
airship can carry. 

Mr. WiGccGLeswortH. We have not been into it in detail, but I am 
advised that generally speaking all these ships in the conversion 
program show reductions in unit costs, as compared with similar work 
in the past. That is correct, is it not? 

Admiral Mumma. Many of them do show reductions over previous 
years because they are repeat ships and designs are available and we 
have accurate cost information available, so the estimates are quite 
good. 

Mr. Wiac.ieswortu. Generally speaking, they are all coming down? 

Admiral Mumma. Yes, sir. 

Mr. Wiacieswortu. I asked for a table breaking down the overall 
program earlier this afternoon. I think I neglected to state that I 
would appreciate it if the table could be arranged in the order of 
priority which the Navy attaches to the items included in the same 


manner as in the table provided a year ago on page 140 of the hearings. 
Admiral Mumma. All right, sir. 


ANTISUBMARINE REQUIREMENTS 


Mr. Osrertac. I have a general question in connection with the 
shipbuilding and conversion program. Admiral Mumma may I 
inquire whether you regard the combination of the overall new con- 
struction and conversion program as a substantial and sufficient 
build-up to meet our antisubmarine requirements? 

Admiral Mumma. I would say it is a major step forward; yes, sir. 
Of course, to completely solve the antisubmarine problem will require 
additional research and development and other consolidations of 
weapons systems to insure the maximum ability to counter a submarine 
because the capability of the submarine is moving pretty rapidly these 
days, particularly with nuclear power and other advances, and it is 
very, very important that we put great emphasis on the antisubmarine 
capability as you have indicated. 

a OsterTAG. My point is whether or not this program lends 
itself to that capability within the relationship of ships? 

Admiral Mumma. It is not separated out as such, Mr. Ostertag. 
It is hard to state that there is a great, giant stride in here in this area, 
but all of these escort vessels of carrier task forces and all of our 
destroyer types and escort types are intended to have the very maxi- 
mum capability in sonar. It does not appear as a line item and we do 
not label it as a sonar ship per se, but they do have this capability. 
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Maybe Admiral Sanders would like to add something. 

Admiral Sanpsrs. This shipbuilding program, as formulated by 
the Chief of Naval Operations, stresses nuclear power, guided missiles, 
mobile air power, and antisubmarine warfare capability. You can 
see in the various types of ships in this program that the antisubmarine 
defense of fast naval task forces, as exemplified by the DDG’s and 
the DLG’s and the antisubmarine defense of shipping has been 
emphasized. So antisubmarine warfare is one of the elements of this 
program that has come in for major emphasis. 

Mr. OsrertaG. That is the point of my inquiry. I am anxious to 
determine the degree and part the antisubmarine developments play 
in this entire construction and conversion program. 

Admiral Sanprers. No shipbuilding program would be formulated 
by the Chief of Naval Operations that did not have antisubmarine 
warfare as a major point. 

Mr. OsrertaG. You say major emphasis has been placed on anti- 
submarine warfare. 

Admiral Sanpers. Yes, sir. 

Mr. Ostertac. Thank you Admiral, that is all, Mr. Chairman. 

Mr. AnpreEws. Your total conversion program for 1957 contem- 
plates conversion of 19 ships at a total cost of $305,863,000? 

Admiral Sanprrs. That is correct. 


Monpay, Marcu 12, 1956. 


RESERVE TOOLS AND FACILITIES 


Mr. Suepparp. We will pick up the next subject matter. ‘‘Reserve 
tools and facilities.”” ‘Nothing is reflected in 1957. What amount of 
money unexpended in 1956 do you have in that category? 

Admiral Mumma. The expenditures to date have been only $3,000, 
sir. We anticipate expenditure of, I believe, the whole remainder 
before the end of the year. We can furnish a list of the program on 
those expenditures. 

Mr. SHEepparp. H it is contemplated to expend whatever balance 
you have of 1956 money as of the close of the fiscal year, what is your 
contemplation in that category for next year? Am I to assume that 
you will take care of all of the 1957 requirements by the expenditure of 
your total funds in 1956? 

Admiral Mumma. No, sir. This program is not funded in 1957. 

Mr. SHepparp. I know it is not. That is what prompts the 
question. 

Admiral Mumma. I have a better statement than the one I gave 
you just a moment ago. It should be corrected to indicate that of a 
total estimated amount available of $2,400,000, we anticipate expendi- 
tures in 1956 of $600,000, of $1,300,000 in 1957, and of $500,000 in 
1958. That is because of the long lead time aspect of that material. 
These are expenditure figures I have just given you. 

Mr. SHEepparD. Do you have any segregation between the two 
functions, that is, reserve tool requirements versus that of facilities 
requirements? You do have separate accounts in that field, do you 
not? 

Admiral Mumma. This is all tools, Mr. Chairman. 
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Mr. SHEPPARD. Is it to be assumed by the committee that your 
requirements within the tool category will be amply taken care of 
by the amount of funds you have left to expend in the long lead time 
operations you referred to? 

Admiral Mumma. In replying to that question, there have been 
policy decisions concerning the availability of funds for machine tools. 
I might ask Admiral Smith if he would wish to discuss any aspects of 
that problem. 

Mr. SHEPPARD. What I am inquiring into, Admiral Smith, is this: 

Apparently in the reserve tool program it is a requirement from the 
testimony we have had heretofore, and not specifically from this 
division of the Navy, that it is coming in by impact of new operations, 
and so forth, plus the wearing and replacement of tools which have 
been utilized in the reserve program, there has been a certain percent- 
age of those tools which have functioned in operational requirements, 
Is that right? 

Admiral Munna. That is right. 

Mr. Suepparp. If you use those tools they are obviously like tools 
in any other operation, they become obsolete and unusable. What is 
the situation with regard to the tool aspect specifically? I am not 
concerned with facilities at the moment. Why do we find here, 
taking the unexpended balance exclusively in the 1956 money, and 
assuming that that will take care of the tool requirement, new tools 
and replacement of old? 

Admiral Smiru. The money we look at here at budget activity 
No. 8, in “Shipbuilding and conversion, Navy,’ is a sum of money 
which has been transferred from the Secretary of Defense appropria- 
tion “Reserve tools and facilities to the three services.”” The Navy 
in this appropriation has the total sum indicated of $2,400,000. 

In 1956 the Secretary of Defense’s appropriation for this was 
$100 million. It is not intended, as I understand it, to ask for further 
funds this year. The Secretary of Defense will not ask for further 
funds but will ask for language to continue the funds already on hand. 

With respect to the money which has been transferred to this 
appropriation, of course, the money then assumes the character of the 
appropriation to which it has been transferred and therefore it becomes 
no-year funds and will be expended by the Bureau of Ships at least 
through 1957. Then in the 1958 budget perhaps a new situation will 
exist. 

Mr. Suepparp. In other words, the discrepancy to which I referred 
will be absorbed through another category of appropriations? 

Admiral Smiru. Yes, sir. 

Mr. Suepparp. All right, gentlemen. 

Mr. Wicaieswortn. If 1 may ask a question, Mr. Chairman? 
Is the $2,400,000 obligated? 

Admiral Smiru. I am sure it is not, Mr. Wigglesworth. 

Mr. Wiaetesworrn. The reason I ask, and I speak from memory, 
is that I think when the presentation was made before the full sub- 
committee for continuing the availability of funds appropriated for 
tools to the Secretary of Defense, it was stated that the Navy funds 
had all been obligated. 

Admiral Smiru. I believe it would be more correct to say they have 
been programed, Mr. Wigglesworth. 
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Admiral Mumma. I believe the obligation figure is $1,408,000 
which has been obligated of the original $2,400,000. 

Mr. Wiacieswortu. Off the record. 

(Discussion held off the record.) 

Mr. Wice.LeswortH. This $2,400,000 is a portion of something 
over $14 million which the Navy has received from the appropriation 
for reserve tools and facilities from the Office of the Secretary of 
Defense? 

Admiral Smirx. That is correct, sir. 

Mr. WiacGLeswortH. That is all, Mr. Chairman. 

Mr. SHepparD. Admiral Smith, I would like you to have the Office 
of the Secretary of Defense prepare us a statement of the total amount 
which has been received under jurisdiction of the Office of Secretary 
of Defense in this particular activity as it is complete covering the 
services. I want it broken down so I know what has happened to 
this total fund and I want a special report rendered the committee 
before we close hearings on this bill. 

Admiral Smriru. I will be glad to do it, sir, 

(The information follows: ) 

DEPARTMENT OF THB NAvy, 
OFFICE OF THE COMPTROLLER, 
Washington, D. C., March 21, 1956. 
Hon. Harry R. SHEPPARD, 


Chairman, Navy Subcommittee, 
Committee on Appropriations, House of Representatives. 


My Dear Mr. CuHatrMAn: During the hearings before your committee on 
March 12, 1956, you instructed me to obtain from the Office of the Secretary of 
Defense a statement showing the total receipts into the appropriation ‘‘ Reserve 
tools and facilities, Department of Defense’’; and the distribution to the several 
services from that appropriation. 

The statement has been prepared by the Office of the Secretary of Defense and 
is enclosed herewith for the information of the committee. I have been informed 
by the Office of the Secretary of Defense that testimony on the appropriation was 
given by Mr. Robert C. Lamphier, Jr., Deputy Assistant Secretary of Defense 
(Supply and Logistics) before the Subcommittee on Department of Defense, 
Committee on Appropriations, House of Representatives, on February 23, 1956. 


Sincerely, 
H. P. Suir, 
Rear Admiral, United States Navy, Deputy. 


Reserve tools and facilities, Department of Defense 


Funds avail- | 
able 


Fiscal year 1954 itl Ad eee ee athe 8 $250, 000, 000 |. 
eNO SO n<<4s0n5-<cs-gpanniey Aitkin ak dw hepbbes at heaesede ibe 1 100, 000, 000 


Transfers 


2 $15, 345, 404 
in. rio «leona oe tees ches La domeunep icin nviomentead 100, 000, 000 i ae ; 





— a —— — commen anrnsass nt a —_——— 


Unobligated balance brought forward (Department of Defense Appropriation Act, 1955, 68 Stat. 337). 
Transferred to— 

“Procurement and production, Army” 

“Shipbuilding and conversion, Navy” 

“Ordnance and facilities, Navy’’.------ 

“Aircraft and related procurement, Navy”’ 


1 
9 
2 


DOR itintn a ngoikee aes smaen . “ ‘ ‘ ...-. 15,345, 404 


A transfer of $84,624,326 was made to the appropriation “Aircraft and related procurement, Air Force,” 
but was transferred back to the parent appropriation. 
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ELECTRONICS, MAJOR PROCUREMENT 


Mr. SHepparp. The next item is reflected as electronics, major 
procurement. I would like to have you tell us what you will do with 
the $98 million requested for 1957. Also explain the increase which 
is reflected, gentlemen, and you can include the status of the unobli- 
gated balances of prior year funds if you will, please. 

Admiral Mumma. Mr. Chairman, I would like to introduce Captain 
Bull, Assistant Chief of the Bureau for Electronics in the Bureau of 
Ships. 

Mr. SuHepparp. Very well, Captain. 

Captain Buti. Of the $103 million program we have listed, $93 
million asked for is newly appropriated money. We expect to receive 
$5 million from reimbursements and $5 million carry-over from last 
year. 

Program by program, the first program is on continental and ocean 
defense. The figures are very much the same as they were last year, 
$31,583,000 in 1956 and $30,251,000 in 1957. The bulk of that pro- 
gram is composed of highly classified material on the order of $26 
million, plus or minus, and that more or less accounts for the differ- 
ence. The other $5 million are items which I can list for you if you 
would like to know what they are, sir. 

Mr. SHerparp. If you will, please. 

(Discussion held off the record.) 

Captain Buti. The next item is in fleet air defense, in which we 
go up from $8,952,000 to $14,751,000. The bulk of this money, the 
increase of $5,799,000, is in the modification program for our existing 
height finding, three-dimensional radars, that are in the fleet.today. 
It is a very expensive program as money goes, but we feel it is well 
worth while. The present radars installed in a ship, installation cost 
plus the radar, is on the order of $600,000 to $700,000. 

By this program we are able to almost double the range of this radar 
with a modification that will cost us on the order of $180,000 per 
radar, and we feel it is more economical to approach it that way than 
to replace the entire radar. In fact, we hope to do that in many 
areas in the future. 

Another item is an improved air search radar of greater range 
capability which is just completing development. 

Also in this area are repeaters, which are very much like television 
sets to take the signal around the ship, and another item in this pro- 
gram are the radar switchboards which permit us to switch the signal 
from any given radar to repeaters throughout the ship. 

Those account for the amount and the increase. 

The guided missiles program has gone up from $133,000 to 
$2,686,000. 

The Bureau of Ships’ part in the guided missile program in the 
electronics area is primarily supporting. This money is for radars 
tofgo in submarines. 

(Discussion held off the record.) 

Captain Buuui. The antisubmarine operations decrease from 
$22,907,000 to $12,356,000, a decrease of $10,551,000. 

This reduction is possible because we increased our 1956 procure- 
ment from $12 million to $22,907,000 in an effort to accelerate the 
program we have been carrying on in the last 2 or 3 years of bringing 
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up both surface ships and submarines capabilities with newly developed 
equipment. 


The money that we now have in the program represents completion 
of the presently outlined program. 

Mr. SHepparpD. This fund to which you are presently addressing 
yourself is to modernize your facilities to the status of adaptability 
for the incoming type of electronic development. Is that correct? 

Captain Buu. No, sir. This is conventional equipment replacing 
equipment developed at the very end of World War II and immedi- 
ately post-World War II. 

Mr. Suepparp. There is not in it contemplation of additional 
modernization which may result from the present guided missiles 
functions as such? 

Admiral Mumma. Not for facilities themselves. 

Mr. SuHepparp. In other words, they are not part of that program? 

Admiral Mumma. No, sir. 

Captain Buti. You are addressing yourself to the guided missile 
program? 

Mr. Suepparp. That is right. 

While you are on this operation, let me ask you this, because I 
assume in your position you have liaison with other branches of the 
service: what is this new development which the Air Force recently 
released their story on where they could clutter up all guidance in 
the guided missile category, and any and all other radar-directed 
functions? 

In other words, my interpretation from the story, and it may be 
erroneous, was that by some type of projecting interference they 
could take the guided missile on the radar-controlled operation and 
divert it, turn it off its course, and everything else. 

What is the story? 

(Discussion held off the record.) 

Mr. Anprews. Captain, do you buy a finished machine with money 
in this fund? 

Captain Bu... Yes, sir. 


Mr. AnpreEws. Is this money to buy the finished product? 

Captain But. Yes, sir. Applications engineering portion is one 
where we buy 1 or 2 of a kind to try out in a ship, well knowing we 
may have to make changes before we go into production. Otherwise 
this program is production, full line equipment for active ships. 

Mr. Anprews. For this program you want $103 million? 

Captain Buu. Yes, sir. 

Mr. Anprews. $93 million of which would be new money, $5 
million which you expect to get from reimbursements, and $5 million 
from unobligated balance? 

Captain Butt. Yes, sir. 

Mr. WicGLeswortH. May I ask a question or two? I want an 
obligation figure against the $89,581,000 which you have available 
for this year as of some recent date. 

Admiral Mumma. As of January 31, 1956, the cumulative obliga- 
tions were $54,197,000. 

Mr. Wiae.teswortu. Have you a shopping list which could be 


furnished to the committee to justify the $103 million which you are 
requesting for 1957? 
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Admiral Mumma. We have such a shopping list and it can be 
furnished. This shows in what programs but it does not cover the 
detailed equipments, many of which are classified. 

Mr. Wiae.Lesworth. I didn’t want it for the record, but for the 
committee. 

Admiral Mumma. Yes, sir. Here is a summary of the programs, 
and we can give you the details of each of those programs as well if 
you would like them. 

Mr. Wiaeiesworrn. Very well. 

That is all, Mr. Chairman. 


1958 ProGRaM 


Mr. SHepparpD. Proceed now with your statement on the fiscal 
year 1958 shipbuilding program at this point in the record, please. 

(Discussion held off the record.) 

Admiral Mumma. In this area, sir, we are asking for a total fund 
of $52,600,000, which is made up of two major parts—the Bureau of 
Ordnance portion amounting to $26,600,000, and the Bureau of 
Ships’ portion which amounts to $26 million. 

Addressing myself first to the Bureau of Ships’ portion, this consists 
fundamentally of advance procurement materials for conversion to 
CLG’s in the amount of approximately $1,700,000; and in the area of 
the YAGR conversions, the ocean radar pickets, an amount of 
$2,659,000; a small amount of procurement for advance winch procure- 
ment for LST’s, which when added to the advance procurement of 
critical lead time components for the nuclear carrier planned for the 
1958 program of $21,500,000 results in the Bureau of Ships grand total 
of $26 million. 

We have the Chief of the Bureau of Ordnance here, who can discuss 
in further detail the $26,600,000 for Ordnance if you so desire, Mr. 
Chairman. 

Mr. WiaGieswortH. Off the record. 

(Discussion held off the record.) 

Mr. SHEepparD. I would like to have the Bureau of Ordnance give 
me a brief statement on their participation in this. 

Admiral Wirnineton. There are three major items in the $26,- 
600,000. The first, 9 DLG Terriers, $5,250,000; the second, 3 cruiser 
Terrier conversions, $4,350,000; the third, 3 cruiser TALOS con- 
versions, $17 million, total $26.6 million. 

Mr. SHepparp. Mr. Wigglesworth? 

Mr. WiccLeswortn. I notice you refer to the request for the 
Bureau of Ships of $26,600,000. I understand the printed breakdown 
before us to show $25 million, and you have given us $26.6 million for 
Ordnance. 

Admiral Mumma. I think the difference is attributable to $1,300,000 
for advance procurement of plans, Mr. Wigglesworth. 

I didn’t mention that as a specific item. 

Mr. WicGLeswortu. Is that included in the $52.6 million? 

Admiral Mumma. It is not included in the 52 million 6; no, sir. 

Mr. WicGLeswortH. What you are really asking for is 53 million 9, 
then? 

Admiral Mumma. Yes, sir. 
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Mr. Wicc.Leswortu. All J find in our committee print here under 
project 7, fiscal year 1958 program, is a total of $45 million. 

It is suggested as a possible explanation that $45 million was fur- 
nished for the Bureau of the Budget as an estimate of obligations and 
that the 53 million 9 which you say you want is in terms of obligation 
authority; in other words, some 8 million 9 of the figure you are talking 
about would not be obligated in fiscal 1957. Would that be the 
explanation? 

Admiral Mumma. The first part is a correct statement, Mr. Wiggles- 
worth. 

However, we are pretty certain, Mr. Wigglesworth, that we will 
be able to obligate all these funds that are presently programed in 
fiscal 1956 and 1957 budgets. 

Mr. Wieeieswortn. That is the $53.9 million? 

Admiral Mumma. Yes, sir. 

Mr. WicGLeswortH. Then the explanation I just suggested is not 
correct? 

Admiral Mumma. The estimate is at some variance between the 
green sheets and our actual estimated obligation. The green sheets 
were prepared some time ago and we are convinced that we can obli- 
gate at a somewhat greater rate than indicated in the green sheets. 

Mr. Wieeieswortn. If I understand the picture, the difference I 
referred to really comes down to a difference in opinion between the 
Bureau of the Budget as to what they think you can obligate in 1957 
and what you, yourselves, think you can obligate in that period. 

Admiral Mumma. Thatis correct. It is not a limitation either way. 
It is merely an estimate. 


Mr. Wiee.eswortu. I understand. If the budget estimate is 
correct, you would not need more than $46.3 million of new obliga- 
tional authority. If a are correct, you need the $53.9 million. 


Admiral Mumma. That is right, sir. 
Mr. WigGLeswortsH. That is all, Mr. Chairman. 


74195—56——-38 
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SHIPS AND FACILITIES, NAVY 


WITNESSES 
SHIPS AND FACILITIES, NAVY 


REAR ADM. ALBERT G. MUMMA, USN, CHIEF, BUREAU OF SHIPS 

CAPT. A. C. VEASEY, USN, ASSISTANT DIRECTOR FOR FLEET MAIN- 
TENANCE, OFFICE OF DEPUTY CHIEF OF NAVAL OPERATIONS 

CAPT. RAYMOND O. BURZYNSKI, USN, ASSISTANT CHIEF OF BU- 
REAU FOR ADMINISTRATION, BUREAU OF SHIPS 


OFFICE OF THE COMPTROLLER 


REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 
LAWRENCE E. CHERMAK, COUNSEL 


Program and financing 


| 1955 actual |1956 estimate | 1957 estimate 


PROGRAM BY ACTIVITIES 


Direct obligations (volume of obligations for service account): 
. Maintenance and operation of the active fleet _ ___ -| $209, 069, 227 
2. Active fleet alterations and improvements _ | 93, 425, 211 
3. Technical support programs___- 60, 557, 687 
. Maintenance and preservation of reserve fleet......._.| 56, 335, 522 
. Maintenance and operation of Naval Reserve ‘training | 
vessels d Be 7, 148, 635 
6. Fuel for ships. -__- | 101,310, 604 
7. Procurement and rehabilitation of maintenance mate- 
rial bs dbbiddedodeds ok 95, 159, 082 
. Fleet support facilities ___- 109, 278, 724 
9. Departmental administration _ - 14, 744, 433 | 





Total direct obligations 747,029,125 | 727, 557,000 


Reimbursable obligations (volume of obligations for other | 
accounts): | 
. Maintenance and operation of the active fleet. _.....-.-| 
3. Technical support programs... ...__-_-- 
. Fuel for ships 
. Procurement and rehabilitation of maintenance mate- 
rial sda teen wank Die thick bebe 
. Fleet support facilities _- 
. Departmental administration _- 











Total reimbursable obligations---_............----- | 








i 8 Ni eth | 906,114,125 | 804, 557,000 
FINANCING 


Comparative transfers to other accounts - - _--- -| 72,305, 954 8, 443, 000 
Unobligated balance brought forward (anticipated reimburse- 
ments to be earned from military assistance fund reserva- | 
tions) | | —43, 291, 195 
Unobligated balance transferred to “Shipbuilding and con- 
version, Navy” (anticipated reimbursements to be earned 
from military assistance fund reservations) .............____- ; 24, 205, 012 
Proposed transfers (due to pay increases) to— 
“Salaries and expenses, Office of Secretary of Defense’”’ 769, 000 
“Salaries and expenses, Office of Public Affairs, Depart- | 
ment of Defense’’ ___- 7h 
“Salaries and expenses, “Court of Military a | De- 
partment of Defense”’ : . 
“Servicewide supply and fins ance, “Navy” 
“‘Servicewide operations, Navy’ 
Advances and reimbursements from other accounts: 
Reimbursements from current year military assistance | 
i et —27, 999, 270 | 
Reimbursements from non-Federal sources —750, 000 b 
All other | —69, 608, 733 —57, 499, 900 —19, 659, 000 
Future years’ anticipated reimbursements from current year 
military assistance fund reservations..............---------- —43, 291, 195 
Unobligated balance carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance 
I bs hilicd a ccccamitisctiniwscen~ hciakcnalele mete 43, 291, 195 12, 786, 183 
Unobligated balance no longer available 6, 298, 924 


Appropriation (adjusted) 786, 361,000 | 764, 685, 000 
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Obligations by objects 


Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions__---------- 
Average number of all employees 
Number of employees at end of year 
Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 


Personal service obligations: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 
Other payments for personal services 


Total personal service obligations 
DEPARTMENT OF THE NAVY 


Direct obligations (volume of obligations for service account): 
01 Personal services 
02 Travel 
03 Transportation of things. 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other agencies 
Labor contracts with foreign governments ! 


Labor provided by Federal Republic of Germany 


and the Berlin magistrate 2 
Supplies and materials 
Equipment 
Lands and structures 
Pensions, annuities, and insurance claims 
Refunds, awards, and indemnities 
‘Pexes and assessments 


Total direct obligations 


Reimbursable obligations (volume of obligations for other | 


accounts); 
61 Personal services 
07 Other contractual services 
08 Supplies and materials 
09 Equipment 
Total reimbursable obligations 
Total, Department of the Navy 
ALLOCATION TO DEPARTMENT OF THE ARMY 
Other contractual services 
ALLOCATION TO ATOMIC ENERGY COMMISSION 
Other contractual services 
ALLOCATION TO TREASURY DEPARTMENT 
Transportation of things 
Other contractual services 
Supplies and materials. 
Equipment 
Total, Treasury Department 


Total obligations 


| 1955 actual 


357, 957, 657 
19, 015, 929 
8, 567, 541 


32, 940 
216, 195, 440 
56, 347, 133 

444, 825 


157, 330 
345, 313 


8, 156 
2, 100, 000 
29, 108, 013 


| | 
1956 estimate | 


$10, 970 | 
6 | 


10, 181 
8, 896 





64, 684, 876 


170 |- 


742, 736, 308 


27, 868, 831 
| 59,085, 000 
801, 821, 308 


33, 328 | 


| 43, 502, 675 


a 
< 
a 


os 
S 


gs SSSSSSS85 


| $333 282222 


eBbaaresh 


38 
| -»oOo 
| SBEE 


Ps 825, 000 


77, 000, 000 





31, 440,000 | 


1957 estimate 


$10, 442 

6 
10, 206 
10, 195 


$4, 759 
GS-6. 1 
$4, 456 


$38, 626, 900 
43, 000 
~~" 2, 081, 300 
7, 000 


40, 708, 200 


40, 7 


‘08, 200 
5, 099, 000 
3, 690, 
1, 587 
8, 250 
1 


000 
7, 000 
‘250, 000 
’ 617, 000 
387, 407, 700 
20, 094, 000 
8, 500, 000 


32, 100 


259, 605, 000 
40, 553, 000 


28, 159, 000 
28, 150, 000 





3, 735, 000 | 








25 
226, 114 


1, 684 





296, 666 | 





100, 000 | 
382, 000 | 


524, 489 


eansnoet 


808, 199, 000 


1 Average number of persons: 1955 actual, 11,584; 1956 estimate, 11,366; 1957 estimate, 11,366. 
2 Average number of persons: 1955 actual, 33; 1956 estimate, 31; 1957 estimate, 31. 
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Budget authorizations, e»penditwres and balances 






[Balances at end of 1955 have not been certified under sec. 1311, 68 Stat. 800] 


Appropriation _ -_- 
Transferred to— 


“Claims, Department of Defense’’ (69 Stat. 31) 
“Retired pay, Department of Defense’’ (69 Stat. 31) 
“Military personnel requirements, Air Force”’ (69 Stat. 31)_ 
“Emergency fund, Department of Defense”’ (69 Stat. 302) _- 


Appropriation (adjusted) --__- 


BUDGET AUTHORIZATIONS AVAILABLE 


Proposed transfers (due to pay increases) to— 
“Salaries and expenses, Office of Secretary of Defense’. --. 


“Salaries and expenses, Office of Public Affairs, Depart- 


ment of Defense’”’ 
“Salaries and expenses, 
Department of Defense’”’ 


“Servicewide supply and finance, Nav a 


“*Servicewide operations, Navy’’- 
Balance brought forward: 


Obligated (appropriations and reimbursements earned) --- 


Increase in prior year obligations -- 


fund reservations... -_.-- 


tions) -__-- 
Future years’ 
military assistance fund reservations 


Court of Military 


Appeals, 


Reimbursements earned from rior year military § assistance | 
| 


--| $818, 681, 000 


1955 actual 





anticipate .d reinbursements from current year | 


Total budget authorizations available._. 


Expenditures— 
Out of current authorizations. -_- 
Out of prior authorizations 


Total expenditures-___- 
Obligated balance transferred to— 


“Research and development, Navy”’ (68 Stat. 345) 
“Shipbuilding and conversion, Navy” (69 Stat. 308) 


Balance no longer available: 


Unobligated (expiring for obligation) 


Obligated 


EXPENDITURES AND RALANCES 


Obligated balance carried forward (appropri stions and reim- 


bursements earned) 


Total expenditures and balances from appropriations 


and reimbursements earned 


Unobligated balance transferred to “‘Shipbuilding and conver- 


sion, Navy”’ 


(anticipated reimbursements to be earned in 


future years from military assistance fund reservations) ---- 
Unobligated balanee carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance 


fund reservatiens) 


Total expenditures and balances_. 


ee eee ecenecccespeeseces 


Total budget authorizations available from appropria- | 
tions and reimbursements earned 
Unobligated balance bronght forward (anticipated reimburse- 
ments to be earned from military assistance fund reserva- | 


_|1, 436, 497, 666 |1, 139, 610, 612 





43, 291, 195 | 


|i, 479, 788, 861 





480, 642, 030 
391, 134, 235 | 


871, 776, 265 | 
47, 406, 384 





6, 298, 924 | 
124, 372, 581 


386, 643, 512 


1, 436, 497, 666 


43, 291, 195 












585, 357, 605 
64, 779, 061 | 


330, 945, 085 






1956 estimate 





1957 estimate 







$779, 685, 000 





386, 643, 512 
5, 000, 000 





—6, 300, 000 





1, 103, 985, 085 


12, 786, 183 





1, 116, 771, 268 





|1, 182, 901, 807 | 





475,000,000 | — 500, 000, 000 
225,000,000 | — 220, 000, 000 
700,000,000 | — 720,000,000 

~~" 98, 636,061 |-...-._-- ae 
6, 567,000 |....-..- 
9, 762, 476 361, 306 





376, 623, 77 


1, 145, 910, 612 | 1, 110, 985, 085 
24, 205, O12 | .22.~-22.2.200 
12, 786, 183 5, 786, 183 


1,479, 788, 861 \1, 182, 901, 807 | 1, 116, 71, 268 


Mr. SHEPPARD. Please give me a general statement on the item 
where you are reflecting your appropriation actual in 1955, 


$818,681,000; 1956 estimate, $779,685,000 and your 1957 estimate 


of $780,040,000. 


Admiral Mumma. I would like to mention one more matter in 
connection with the “Ships and facilities, Navy,’ 


Mr. SHepparp. Very well. 


TRANSFER OF MATERIAL INTO STOCK FUND 


Admiral Mumma. Before we begin the review of those estimates, 


appropriation. 


the Secretary of Defense and the Secretary of Navy have both in- 


formed the Appropriations Committee, in their appearances, of the 
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major transfer of material into the Navy stock fund proposed to take 
place at the beginning of fiscal year 1957. A great deal of this mate- 
rial is ships repair parts and the greatest fiscal impact of this transfer 
of budget responsibility is in our ships and facilities appropriation. 

In the past the cost of these repair parts has been charged to pro- 
curement funds made available by the Congress under ‘‘budget activ- 
ity 7” of this appropriation. The Navy ships and stations have 
heretofore been issued this material without charge to their operating 
allotments. After July 1 this year, 1956, ships and stations will have 
to pay for it. In other words, they will have to reimburse the Navy 
stock fund. 

This change in procedure, while causing no increase in the total 
Navy Department budget, has caused a substantial increase in appro- 
priated funds required for certain activities and projects of our ships 
and facilities 1957 budget for this reason. 

During the last 2 years a substantially less total sum of money 
has been appropriated for procurement of these items than the total 
dollar value of ships parts issued in that time. We have been using 
a great deal more repair parts than we have been buying—in other 
words, living on our economic fat—thus depleting inventories built 
up from funds appropriated in 1951, 1952, and 1953. This economical 
operation will continue in fiscal 1957. However, the stock fund will 
show the profit by way of gain to its reimbursement income, which in 
turn increases the working capital of the fund. 

I understand the stock fund is giving up this gain by way of a 
proposed transfer in the 1957 budget. 


Unfortunately, in this type of transaction there is no budgetary 
method provided for reflecting a transfer in the official estimates to 
make our 1957 dollar wee ower comparable with previous year’s figures. 

C 


This is the only method ordinarily by which it is possible for the 
committee to determine whether an increased or decreased level of 
operations is contemplated. 

We have, therefore, included supplemental data in our budget 
justification books which show, on a comparable basis, the amount 
being requested for the budget year and corrected amounts that 
would have been required in previous years if we had used the same 
system. 

In other words, we go back and correct 1956 and1 957 to reflect the 
same kind of budgeting we are planning to do in 1957. So that com- 
parable figures are available for purposes of comparison. 

We request, therefore, Mr. Chairman, that the committee give these 
supplemental figures full consideration when you review the esti- 
mates. 

Mr. SHepparp. Very well, Admiral. 


INCREASE IN UNEXPENDED BALANCES 


There has been an increase in unexpended balances from $330.9 
million in 1956 to $376.6 million in fiscal year 1957. Explain the 
increase 

Admiral Mumma. This balance does not show the account ex- 
penditures for these repair parts formerly supplied at no charge and 
therefore corrected figures are indicated which would show the proper 
comparability. A corresponding figure to the $330.9 million of 
obligated balance carried forward would be $293,556,000. So that 
there is actually a slight decrease rather than an increase. 
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TRANSFERS OF FUNDS 


Mr. SuHepparp. I wonder if you will explain the proposed transfers 
to and from this appropriation in the fiscal year 1956. 

Admiral Mumma. We have several proposed transfers in the 1956 
appropriation. 

Mr. SHEepparD. Define them and the amount involved in each 
category, please. 

Admiral Mumma. Under “Salaries and expenses, Office of the 
Secretary of Defense,’ $769,000 reduction. Under “Salaries and 
expenses, Office of Public Affairs, Department of Defense,’’ $27,500, 
minus. ‘Salaries and expenses, Court of Military Appeals, Depart- 
ment of Defense,’’ $41,400. Under “Servicewide supply”’ 

Mr. SHepparD. That is also a minus figure? 

Admiral Mumma. Yes, sir. Under “Servicewide supply and 
finance, Navy,’ $7,400,000, minus, and ‘“Servicewide operations, 
Navy,” minus $2,180,000. 

Admiral Smirx. It has now been approved by the Secretary of 
Defense that this transfer, which will be accomplished by means of a 
supplemental in the year 1956, will not be taken from this account 
but will be taken from the appropriation ‘Military pay, Marine 
Corps.” 

Mr. WiaGLeswortH. Which transfer is that? 

Admiral Smirx. That is the transfer, sir, shown on page N-11-11. 

Mr. WicaieswortH. Which category? 

Admiral Smrru. All those transfers there which are due to civilian 
pay increases in the appropriations shown. None of these appro- 
priations had svfficient funds to pay them themselves. A supple- 
mental is now being requested to obtain these funds from the appro- 
priation ‘‘Military personnel, Marine Corps,” as being the only Navy 
annual appropriation which has sufficient funds to accomplish this. 

Mr. SuepparD. I wish you would supply the committee with a 
revised set of green sheets so we can have that picture, because it is 
deceptive left as itis. While we are marking up a bill we try to give 
attention to all details, I think it is wise to have this revised so there 
will be no chance for error because your statement completely elimi- 
nates the breakdown Admiral Mumma has just given us. 

Admiral Smitrx. Correct, sir. 


REPROGRAMING 


Mr. SHepprarp. Please explain the reprograming set forth in the 
special report of reprograming supplied the committee on February 16, 
1956. 

Admiral Mumma. This reprograming has been approved by the 
the Bureau of the Budget on the 6th of March, just last week, and this 
is in addition to the one that you have just mentioned. 


MAINTENANCE AND OPERATION OF THE ACTIVE FLEET 


The maintenance and operation of the active fleet, from a figure 
submitted and approved by the Congress on July 1, 1955 of $215,024,- 
000, the adjusted program as of March 6, 1956, is $235 million—— 

Mr. SHEPPARD. $231 million. 

Admiral Mumma. This includes the more recent change, Mr. Chair- 
man, which was just approved last week on the 6th of March. 
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The $231 figure does not reflect the latest information. 
Mr. SHeEpparp. All right, gentlemen, I want this page corrected, too. 
How many other corrections of a parallel character with that referred 


to in maintenance and operation? 


reflected in the end result? 
Admiral Mumma. This whole page has corrections. 


Mr. SHepparp. We will not waste further time on that. 


Do you have other adjustments not 


Let us 


have a correction for the record and we will review it later on, as any 
time applied to it now would be upon a premise of waste effort. 
(Information requested follows:) 


Appropriation title and budget 
activity, “Ships and facili- 
ties, Navy” 


1. Maintenance and operation 
of active fleet. 


. Active fleet alterations and 
improvements. 


. Technical support programs. 


. Maintenance and preserva- | 


tion of reserve fleet. 


. Maintenance and operation 
of Naval Reserve training 
vessels. 

. Fuel for ships 


. Procurement and rehabilita- 


tion of maintenance ma- | 


terial. 


. Fleet support facilities... .__- 


. Departmental administra- 
tion, 


Total.-...----------+---- 779, 685, 000 779, 685, 000 | 





| 





DEPARTMENT OF THE Navy 
Special report of reprograming of appropriated funds from July 1, 1955, to Mar. 6, 
1956 


Amount 
provided 


| by Congress 


in fisca] year 

1956 plus un- 
obligated 
balances 
brought 
forward, 


$215, 024, 000 


39, 879, 000 | 


11, 282, 000 


91, 221, 000 


130, 621, 000 | 


124, 655, 000 
14, 427, 000 


July 1, 1955 





Adjusted 
net program 
as of 
Mar. 6, 1956 | 


$235, 756, 000 


104, 950, 000 | 


65, 748, 000 


49, 246, 000 | 


10, 120, 000 | 


88, 643, 000 


84, 347, 000 





124, 170, 000 
16, 705, 000 


| 
| 
| 


| 
Net differ- | 
ence,in- | 


crease (+-) or | 
decrease (—) 


+-$20, 732, 000 | 


+14, 903, 000 


+3, 219, 000 





+-9, 387, 000 


—1, 162, 000 | 


— 2, 578, 000 | 


—46, 274, 000 


—485, 000 
+2, 278, 000 





| 
| 


i 


Explanation 


To reflect additional costs re- 
quired for current funding 
of APA repair parts result- 
ing from revision of ac- 
counting procedures. Ad- 
ditional requirements for 
restricted availabilities and 
overhauls. 

6.8 M repair parts. Price in- 
creases and addition of high 
priority items in the ship 
alterations program. 

Additional requirements re- 
sulting from revised sched- 
ule of 22 additional ships 
commissionings and addi- 
tional] needs for charter and 
hire; also to reflect addi- 
tional costs required for 
current funding of APA 
repair parts resulting from 
revision of accounting pro- 
cedures. 

Additional service craft in- 
activations, price increases 
in the inactivation pro- 
gram, increased emphasis 
on reserve fleet alterations, 
increases in industrial as- 
sistance. plus increase for 
repairs of reserve service 
craft. 

Curtailment of ship altera- 
tions program to meet more 
urgent requirements. 

Reduction in active fleet 
steaming hours of 3% per- 
cent has released funds 
from this program. 

Repair parts funded with re- 
imbursement instead of 
appropriated and reduc- 
tions based on lower stocks 
inventory levels. 

Reduced to meet more urgent 
requirements. 


To cover the unbudgeted 


costs of the civilian pay 
increases, increased per 
diem costs, increased print- 
ing costs, and microfilming 
of ships plans. 
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NUMBER OF EMPLOYEES 


Mr. Sueprarp. Pick up the next item of inquiry, “Number of 
employees at end of fiscal year 1956,” reflected as 8,896. This 
increases to 10,195 at the end of 1957. The average number changes 
only slightly from 10,181 in fiscal year 1956 to 10,206 in fiscal year 
1957. Why the changes, please? 

Admiral Mumma. The bulk of these changes are included in 900 
employees for MDAP work at the ship repair facilities, Subic Bay. 
These are indigenous employees and they account for the bulk of the 
change. 

These are working on ships released from Indochina and will be 
transferred to other foreign countries in the Pacific. 

Mr. SuHepparpD. Do you think there will be a further increase in 
this figure for 1958? 

Admiral Mumma. It is not anticipated that will be a continuing 
demand. 

LANGUAGE CHANGES 


Mr. Suepparb. Please take up the next item, “Language changes.”’ 
At this point, please insert page 4 of the justifications in the record. 
(Information referred to follows:) 


EXPLANATION OF LANGUAGE CHANGES 


It is proposed that the following clause be added to the appropriation language: 

“Provided, That notwithstanding the availability of the trust fund ‘Naval 
reservation, Olongapo civic fund’ this appropriation shall be available for such 
support of the town of Olongapo as may be authorized by law.” 

Enactment of this clause will permit the use of funds under this appropriation 
for partial support of the town of Olongapo, Philippine Islands. The town of 


Olongapo is located on the naval reserv ation at Subic Bay. The appropriation 
“‘Naval reservation, Olongapo civic fund,’ which exists to cover expenses of 
operation, maintenance, and improvement of public facilities and the municipal 
government of Olongapo, is derived from taxes, fees, and miscellaneous assessments 
collected from the residents of the naval reservation. However, due to the rapid 
increase in population this fund is inadequate to meet the growing needs of 
Olongapo. The language requested will permit the use of the appropriation, 
“Ships and facilities, Navy,’’ when authorized by law, to supplement the civic 
fund. 


Mr. SHepparD. Please explain to the committee the need and the 
purpose of the proposed language change. 

Admiral Mumma. | would like Admiral Smith to answer that. 

Mr. SHEPPARD. Very well. 

Admiral Smiru. I would like to speak to the language change be- 
cause it was at the insistence of the Office of the Comptroller that 
that language was introduced. 

First, I believe, Mr. Chairman, it would be more informative to 
the committee if I say something off the record. 

Mr. SHEPPARD. Very well. 

(Discussion off the record.) 

Admiral Smiru. I show you this chart to orient the Olongapo Res- 
ervation to the city of Manila, airline distance 48 miles to § angley 
Point. The area in green is the present naval reservation, the areas 
here in the shaded pink are those presently under negotiation with the 
Philippine Government. Then this area right in here is the naval 
station; Cubi Point and airstrip is here. This is where Olongapo now 
exists. This is an aerial photograph of the area. Here is the naval 
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reservation proper; the naval activity. The old town of Olongapo, 
when I saw it in 1941, existed here, a rather small village. When the 
Japanese came in in 1942 they chased the people out and they settled 
along this road and they took this over and made it a further extension 
of the naval station, which it now is under our establishment. 

With our return and with the buildup of the station and the very 
large activity presently going on in the establishment of the naval 
station and Cubi Point Air Station, this town has grown pretty large. 
It now is in such a deplorable state of sanitation that it is forcing some- 
thing to be done to protect the health of our naval personnel involved. 

Mr, SHepparp. Are you requesting funds here for the preservation 
of the Navy or protection of the civilians there? 

Admiral Smirx. You can put primarily, sir, the necessity for us to 
have the working population of this town—we draw on some twelve 
to fifteen thousand laboring people out of this town—and secondarily, 
it is a liberty port where the personnel of the Navy enjoy recreation. 
Third, of course, and very important to the naval station is the busi- 
ness of sanitation. 

Mr. SHepparp. Are we setting a precedent here? Have we done 
something of this character in the past elsewhere? 

Admiral Smiru. I am not aware. I would like to ask counsel, Mr. 
Chermak, to speak to that. 

Mr. CHerMak. This is fairly unique in that we have a local govern- 
ment situated right within our jurisdiction. As a result, these people 
have their own town council and operate as a village would ordinaril y. 
At the same time we are concerned that they live in a manner that 
will not encroach upon the reservation activity. We have to watch 
their health activities; we have to police the area; we have to make 
certain that the hospital standards established are within the mini- 
mums that we possess; that the operation of all the facilities is properly 
licensed; that the people who come within the reservation are essen- 
tially within our control in the activities they exercise; but, at the same 
time, we want these people to live within their structure of living, 
within school board activities that they have, within their own governing 
concepts, and there is a certain interlacing that goes on where their 
living has to meet our needs and it is in adjusting to those needs that 
we are asking for the right to use ‘Ships and facilities’? moneys where 
we ordinarily would only use the civic fund which is composed of 
moneys generated by what these people pay for what they do, and 
that money is contained in a permanent appropriation which Congress 
made in 1934. We just took the money they contributed and used 
that to operate their local government. 

It is in trying to merge the two of these that our difficulty occurs. 
Roads which we use and which, at the same time, serve them; lights 
which we use and at the same time serve them. 

Mr. SHEPPARD. Are we doing any policing within their area? 

Mr. CuerMak. Yes, sir. 

Mr. Suepparp. As to sanitation and what else? 

Mr. Cuermak. There is an interlocking, with reference to our 
people being there. It is a liberty port. We have to make certain 
our people are disciplined and they do not encroach upon our sailors. 

Mr. SHEPPARD. What authorization do you have by law at this 
time? 

Mr. CuHEerRMAK. Presently we have the general authority which 
exists in operating the base. 
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Mr. SHepparD. Under what act in order that you may have it on 
the record? 

Mr. CuerMak. Citation of maintenance and operation of facilities 
indicates that no special authority for this item is required since the 
authority to acquire and establish shipyards and other shore facilities 
for fleet support is implicit authority to maintain and operate. 

Mr. SHepparD. That states the securing of properties for the 
purpose that you have referred to, but I do not know as I could 
stretch my nonlegal mind to the extent of saying it would also permit 
you to spend funds within a civilian political subdivision or entity, 
which this place presently operates under. Have you discussed this 
with anybody else, for example, with the General Accounting Office, 
Legal Division? 

Mr. CuEerMAk. Yes, sir; we have. 

Mr. SHepparD. They give you a clear shot at it? 

Mr. Cuermak. This has been agreed upon, if we do not introduce 
new support to the Government, which we do not intend to do. Our 
support here is a support of the reservation, not a support of the 
town of Olongapo. Our complete motivation here is to preserve the 
reservation as such, and not to support the needs of these people. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. SHEepparD. What is the estimated cost that this proposed 
language will create? 

Admiral Smirn. We are estimating $110,000. It will come under 
a later activity. 

Mr. Suepparp. Will this be a continuing appropriation request? 

Admiral Smirx. It undoubtedly will for a few years. I cannot 
answer specifically there, sir. We will have to see how the tide runs. 
It is to be envisioned that if we are granted the authority to do the 
public works that we will ask you later, if that is authorized, the 
need for this kind of money should disappear and the civic fund will 
be able to maintain the city. 

Mr. SuHepparp. Have there been any estimates made or conclusions 
relative to desirability of relocating the town? 

Admiral Smiru. That has been thoroughly discussed and found to 
be undesirable. 

Mr. SHEPPARD. It is found that this approach is far more economical 
than the other? 

Admiral Smitx. By far; yes, sir. 


SUMMARY OF OBLIGATIONS BY BUDGET ACTIVITY 


Mr. SHeppaArD. At this point in the record, insert pages 5 and 6, 
and I wish you would explain to the committee the difference between 
the 2 tables reflected there, if you will, gentlemen. 

(Information referred to follows:) 
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Summary of obligations by budget activity 


Budget activity title 


eens and operation of the active 
Active fleet alterations and 


Technical support’ programs. . 
Maintenance and preserv ation of re- 
serve fleet --- 


Maintenance and operation “of Naval 


Reserve training vessels 
Fuel for ships 


Procurement and rehabilitation of main- | 


tenance material ______ ._- 
Fleet support facilities 
Departmental administration ___._- 


Total obligations payable from 
appropriated funds 


improve- 


Fiscal year 
1955, 
obligations 


93, 425, 211 
60, 557, 687 


56, 335, 522 


7, 148, 635 
101, 310, 604 


95, 159, 082 
109, 278, 724 


--| 14,744, 433 


1 747,020, 125 





$209, 069, 227 


| 
Fiscal year 


1956, 
estimate 


$232, 962, 000 


93, 000, 000 
60, 265, 000 


46, 045, 000 


8, 420, 000 
99, 419, 000 


55, 101, 000 
115, 987, 000 





2 727, 557, 000 


| 


16, 358, 000 


} 
Fiscal year 


1957, 
estimate 


$275, 941, 000 


92, 995, 000 
81, 328, 000 


38, 621, 000 


9, 618, 000 
99, 974, 000 


49, 413, 000 
116, 826, 000 


15, 324, 000 


780, 040, 000 


Increase (+) 
or 
decrease (—), 
difference 
(1957-56) 


+$42, 979, 000 


—5, 000 
+21, 063, 000 


—7, 424, 000 


+1, 198, 000 
+555, 000 


— 5, 688, 000 


+839, 000 
— 1, 034, 000 


+52, 483, 000 


1 Includes net comparative transfers of —$28, 230, 954. 
2 Includes net comparative transfers of —$7,443,000. 


Nore.—In the following table, the activity amounts for 1955 and 1956 have been adjusted for compara- 
bility with the 1957 estimate, which includes increases for extension of the naval stock fund. 


Budget activity title 


Maintenance and operation of the active 
t 


flee 

Active fleet alterations and improvements 

Technical support programs 

Mginienence and preservation of reserve 

ee 

Maintenance and operation of Naval 
Reserve training vessels 

Fuel for ships- 

Procurement and rehabilitation of main- 
tenance material 


Fleet support facilities.................... 


Departmental! administration 


$264, 577, 227 
94, 723, 211 
66, 312, 687 


62, 531, 522 


8, 681, 635 
101, 310, 604 


69, 274, 699 
113, 928, 724 
14, 744, 433 


120, 637, 000 


16, 358, 900 | 


| 


$275, 941, 000 
92, 995, 000 
81, 328, 000 


38, 621, 000 


9, 618, 000 
99, 974, 000 


49, 413, 000 
116, 826, 000 
15, 324, 000 





Increase (+) 
or de- 
crease (—), 
difference 
(1957-56) 


—13, 620, 000 
—335, 000 
+555, 000 


+15, 699, 000 
—3, 811, 000 


j 


796, 084, 781, 110, 000 | 780, 040, 000 





Mr. WIGGLESWORTH. 
Chairman? 

Mr. SHepparD. No. Please clarify it if you can. 
to identify it with the green sheet operation. 

Admiral Mumma. The general statement that previously has been 
made for the record, Mr. Chairman, I believe covers the variations 
that are indicated between this sheet and page 6. However, by 
budget activities you will note that activity 1 and activity 2, even on 
a comparative basis, are high demands relative to 1955, and in the 
technical support area there are also increased demands relative to 
1955, though the budget is not quite as high as 1956 in budget activities 
1 and 2. 

Mr. SHEPPARD. I notice in your budget activity 1 you are reflecting 
a decrease of $12 million-plus? 

Admiral Mumma. That is correct, sir. 


Are you leaving the green sheets now, Mr. 


Let us be able 
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Mr. SuepparpD. For activity “Fleet improvements” you reflect a 
decrease of $1,303,000. 

Admiral Mumma. Yes, sir. It is doubtful whether these decreases 
will actually be realized. - Our experience in fiscal 1956 indicates that 
the fleet costs are increasing rather than decreasing. 

Mr. SHEPPARD. I see. 

Admiral Mumma. In the ‘Maintenance and preservation of the 
reserve fleet’? there is a major decrease as indicated of $13,620,000; 
budget activities 5 and 6 are relatively the same, whereas, budget ac- 
tivity 7 represents an increase of $15,699,000. Those are for those 
components that we have previously mentioned. 

Mr. SuHepparp. All right, thank you very much. There are some 
of these details reflected here we will come to later in justification for 
detailed purposes? 

Admiral Mumma. That is correct. 

Mr. Suepparpb. I wanted to determine and discuss the tables at 
this point because of the relationship to the green sheet activities. 

Mr. Suepparp. Mr. Wigglesworth? 

Mr. WiceLeswortu. I am not clear. In terms of appropriation 
you are asking for $780 million-plus compared with $779.6 million 
estimated obligations in the current fiscal year. In terms of avail- 
ability you anticipate $1,116 million if this request is approved, com- 
pared to $1,182 million in the current fiscal year. That is a sub- 
stantial decrease. As to expenditure you expect to spend $720 million 
as compared to $700 million in the current fiscal year. 

Are those comparisons on the basis of the inclusion or exclusion of 
the stock fund items to which you have referred? 

Admiral Mumma. These are not comparable figures on that same 
basis, Mr. Wigglesworth. 

Mr. WigGLeswortH. Because you have additional stock-fund items 
in 1957 as compared to 1956? 

Admiral Mumma. That is right, sir, and they are not reflected in 
1956. 

Mr. WicGieswortu. I was not clear as to what you said to the 
chairman, but is one of the tables on page 5 or page 6 supposed to give 
us comparable figures and if so, which? 

Admiral Mumma. That is only obligations on page 6, Mr. Wiggles- 
worth. 

Mr. WiaGieswortH. What is page 5? That is a summary of 
obligations by budget activity and page 6 is a summary of obligations 
by budget activity, and they are entirely different figures. 

Admiral Mumma. Page 6 has been corrected to modify previous 
years, 1955 and 1956, so that those figures on that page are intended 
to be comparable and that is why, in the discussion, 1 addressed my- 
self to those figures in discussing the matter with the chairman. 

Mr. WiacteswortH. What are the figures on page 5? 

Admiral Mumma. The figures on page 5 are the budget figures as 
submitted, which, unfortunately, do not reflect this corrective action 
in the stock-fund area. 

Mr. WicGLesworrn. They do not agree without further explana- 
tion as far as I am concerned with the figures appearing on page 
N-11-11. You have a 1956 figure of $727.5 million. 

Admiral Mumma. On page N-11-2 they are the comparable 
figures; $727,557,000 does coincide with that 1956 figure on page 5, 
sir. In other words, that is the total direct obligation figure. 
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Mr. Anprews. Off the record. 

(Discussion off the record.) . 

Mr. Wicc.ieswortn. Then, if I understand the picture, the table 
which you have given us on page 6 of the justifications indicates that 
if the items which you propose to have in the stock fund in 1957 had 
been in there in 1955 and 1956, vou would have a total reduction in 
obligations of $1,170,000 compared with fiscal 1956. 

Admiral Mumma. That is correct. 

Mr. WicGLeswortnH. As compared with an actual increase of 
$52,483,000. 

Admiral Mumma. That is correct. Those figures are comparable. 

Mr. WiccieswortH. That means you must propose to put some- 
thing over $53.4 million additional items into the stock fund; is that 
right? 

Admiral Mumma. By reimbursement, inventory transfer, and by 
other manipulations within the stock fund; yes, sir. 

Mr. Wiacieswortn. And those will have to be paid for and sub- 
sequently reimbursed? 

Admiral Mumma. That is right. It is a transfer from one budget 
activity to another, is actually what it amounts to. 

Mr. WiacieswortH. And there should be corresponding reduc- 
tions in other appropriations that have bought directly, instead of 
from the stock fund heretofore. 

Admiral Mumma. That is correct. 


PROPOSED LANGUAGE CHANGE 


Mr. OstrerraG. I just want to return for a moment to the pro- 
posed language change. In your explanatory language, Admiral 
Smith, you say “The language requested will permit the use of the 
appropriation ‘Ships and facilities, Navy’ when authorized by law, to 
supplement the civic fund.” It is not quite clear to me whether you 
have that authority by law, or whether you are assuming you are 
permitted to transfer or utilize funds not otherwise require din your 
appropriation. 

Admiral SmirH. We do assume that, if we have approval of this 
language. 

Mr. Osrertac. Then why does it say “when authorized by law? 

Admiral Smiru. As may be authorized by law is the actual language. 

Mr. Ostertac. I am talking about your explanation, at the bottom 
of page 4, where you say ‘“‘when authorized by law.’’ Does this state- 
ment mean that some subsequent authorization is to be forthcoming? 

Admiral Smiru. No, sir; that is not the case. 

Mr. Curermak. Actually the language proposed by us initially did 
not have that in it. We sought just to negate, in effect, the limiting 
effect of the permanent appropriation which appropriated moneys in 
the civic fund. The difficulty is that when vou have a specific appro- 
priation for a purpose, you cannot use a general fund for that purpose. 
We wanted to negate that and permit the general fund, namely, that 
part which is for the support of the base to be spent in those cases 
where the benefit is a Navy benefit, but may be at the same time an 
overlapping purpose with the purpose enumerated in the civie fund 
such as the police activity, which we may do to protect the base, which 
we properly have legal authority to do to protect the base. But, 
specifically, if the civic fund authorizes police expenditures, there is a 


9 
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question as to whether only the civic fund money can be used to police 
the town portion of the base and whether our military police can go 
in there, which is a question that is constantly raised. If we permit 
the “Ships and facilities’? appropriation to spend its maintenance 
money, we could send military police in order to protect sailors that 
are in that town, as we normally do in any municipality where they 
are present. 

Those are the type of functions we seek. The appropriation as 
set up has a limited use and it was on that basis that we went to the 
Bureau of the Budget. The Bureau of the Budget turned to us and 
said ‘‘Are you seeking to do more than you say.”’ We said we were 
not seeking more than we already have and they said, in view of that 
“We will put this language in ‘as may be authorized by law’ to make 
certain that you are not getting any grant of authority.” They 
merely meant us to use the authority already existing. 

Mr. SHepparpb. Why did not you put the word “existing”’ in there? 
; Mr. OstrertaGc. And your explanation says ‘‘when authorized by 
aw.” 

Mr. CHErRMAK. Well, it is presently authorized by law. 

Mr. OsrertaG. Then why not say “as presently authorized by law”’ 
instead of ‘when authorized by law’’? 

Mr. CHEeRMAK. We will accept that change. 

Mr. OstertaG. I am not trying to change your explanation; I am 
trying to find out whether you have the authority or lack the author- 
ity. 

Mr, CuerMaAk. We have the authority. We accepted this language 
because it was the language of the Bureau of the Budget. 

Mr. SHepparp. I think it would be advisable if you would have a 
conference with our staff and perhaps reframe the language that you 
are presently proposing, 

Mr. CuerMAk. We will be glad to. 

Mr. SHepparp. And I presume, in order to accomplish that end, 
you will have to go back to the Bureau of the Budget again; is that 
correct? 

Mr. Cuermak. I believe so. 

Mr. SHEepparD. I wish you would use whatever steps are necessary, 
because, obviously, we want to avoid a point of order being raised 
against it and having to go to a rather extensive operation in the whole 
committee. I think we can avoid that by having a little revision of 
the present language. 

Mr. Osrertac. On that same point, I would like to raise this 
question: According to the language, it would be a permanent 
authorization when actually, according to your statement, you will 
only require this authority for a few years. In other words, this is 
going to be permanent language in the law. 

Mr. Cuermak. We are not seeking subsequent authority. We 
believe we have subsequent authority to operate a base. 

Mr. OsrertaG. This language would have to be carried in the 
appropriation bill each year? 

Mr. CuEerMAK. Yes, sir. 

Mr. OstertaG. That settles that. Now where does this $110,000, 
or whatever the amount may be, appear as a specific item in this 
appropriation? 
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Admiral Mumma. It will appear when we review activity eight. 
Mr. OstertaG. It shows up under “Ships and facilities, Navy’’? 
Admiral Mumma. Under 8C there is a specific item for that purpose. 


MAINTENANCE AND OPERATION OF ACTIVE FLEET 


DEPARTMENT OF THE NAVY 


Bupeet Activity No. 1.—Maintenance and operation of active fleet 


Increase 
: : (+) or de- 
: re Fiscal year | Fiscal year | crease (—), 
Project nie | 1956esti- | 1957esti- | difference 
mate | mate | 1957 com- 
pared with 
1956 
| 


| 
' 
| 


ee ASE re Ldedl 
1A | Scheduled repairs | $126, 997,953 | $148, 255,000 | $147, 216,000 | —$1, 039, 000 
1B | Nonscheduled repairs 38, 767, 263 40, 458,000 | 41, 272, 000 | +814, 000 
1C | Ships supplies and equipage 43, 304, 011 44, 249, 000 87, 453,000 | +43, 204, 000 





Total obligations payable from 
appropriated funds | 209,069,227 | 232,962,000 | 275,941,000 | +42, 979, 000 
| | 


' 





Nore.—In the table below the project amounts for 1955 and 1956 have been adjusted for comparability 
with the 1957 estimate, which includes increases for extension of the naval stock fund. 


Increase 
(+) or de- 
crease (—), 
difference 
1957 com- 
pared with 

1956 


1B | Nonscheduled repairs. - 39, 361, 263 | ,000 | 41, 272, 000 +220, 000 
1C | Ships supplies and equipage 95, 876, O11 96, 821, 000 87, 453, 000 —9, 368, 000 


264, 577,227 | 288,470,000 | 275,941,000 | —12, 529,000 


| 
| 

1A | Scheduled repairs $129, 339, 953 | $150, 597, 000 $147, 216, 000 | —$3, 381, 000 
1, 052, | 











Mr. SHepparD. We will pick up budget activity No. 1 reflected on 
page 7 of the justifications entitled ‘“Maintenance and operation of 
active fleet,’’ wherein your actual appropriation in 1955 is reflected as 
$209,069,227, your estimate in 1956 was $232,962,000, and for fiscal 
year 1957 your estimate is $275,941,000. This reflects an increase of 
$42,979,000. 

Give the committee a brief explanation of the overall increase of 
$42.9 million over last year. 

Admiral Mumma. This, again, is an increase in bookkeeping only, 
caused by the naval stock fund operation change. The comparable 
figure to the $275,941,000 in fiscal 1957 is actually the 1956 figure of 
$288,470,000, and the 1955 figure of $264,577,227, as shown at the 
bottom of the page. Those are reflected throughout the subactivities 
1A, 1B, and 1C, as shown in that table. There is very little deviation 
from the one to the other, except in the downward trend as between 
1956 and 1957. There is about $3 million drop in 1A and about $9 
million drop in 1C. 


SCHEDULED REPAIRS 
Mr. SuepparpD. I wish you would pick up project 1A and compare 


the number of overhauls for the past 3 years with the average cost 
by major class of ships as between 1956 and 1957. 





606 


Admiral Mumma. The total number of overhauls in 1955 was 
406, in 1956 was 430 and, in fiscal 1957, we anticipate 451 overhauls. 

The reason for the increase in number is due to the rather radical 
change in schedule that we undertook about 3 years ago when the 
intervals between overhaul schedules were lengthened, and that is 
now reflecting itself in a larger number of ships coming in for overhaul 
in 1957. 

Mr. SHEPPARD. Does it also reflect an intensified overhaul, mechan- 
ically speaking? 

Admiral Mumma. Yes, that is also true; because the increased 
activity has stacked up work to be done when that ship had to come 
in later. We feel right now we are at about the limit in the interval 
between overhauls; that possibly any further lengthening between 
overhauls would actually increase the cost of the overhauls because 
the ships would be too long out of the yard. 

Mr. SHepparp. Is it contemplated to shorten the overhaul status? 

Admiral Mumma. Not at the present time. We are going to ride 
with this interval for some time and see if we can make it work, 
because the lengthened overhaul interval is not great, compared with 
the beneficial effect in the operating availability of the ships for their 
commitments all around the world. 

Mr. SHepparp. Undoubtedly that could be a very desirable end 
to attain. On the other hand, it is going to be pretty definitely 
reflected in the cost of overhaul as compared with the shorter span 
in the overhaul area, taking the time element and comparing it with 
the cost factors, one against the other. 

Admiral Mumma. We certainly would expect, if our estimates con- 
tinue to increase abnormally, that some trend in the other direction 
would have to be instituted, as you indicate. 

Mr. SHepparp. That you have major overhaul requirements as 
a result? 

Admiral Mumma. I do not believe that it has resulted in exactly 
that way. It is hard to place the blame—whether it is extended 
overhaul, or the ships getting older, or what it is, that is causing a 
considerable increase in this area. One fact is quite evident, however, 
that with the relatively long overhaul interval it is necessary for us 
to have a larger amount of restricted availability work done between 
overhauls, particularly breakdowns, which, of course, do require 
immediate attention and they are called “restricted availabilities.” 

(Discussion off the record.) 


NONSCHEDULED REPAIRS 


Mr. SHEPPARD. With reference to project 1B, ‘“Nonscheduled 
repairs,’ I wish you would give the committee a brief explanation of 
this item and the basis for the estimate reflected there. 

Admiral Mumma. This area of nonscheduled repairs on a com- 
parable basis shows a very slight increase between 1956 and 1957, 
and both years are somewhat higher than 1955, in spite of the fact 
that the number of ship-years has decreased somewhat. There were 
1,085 ship-years in 1955, 993 ship-years in 1956, and we anticipate 
996 ship-years in 1957. 
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SHIPS SUPPLIES AND EQUIPAGE 


Mr. SHepparp. With reference to project 1C, ‘Ships supplies and 
equipage,’’ you have transferred certain items to the stock fund. 
What was the value of the items transferred to the stock fund included 
in this? 

Admiral Mumma. In the 3 major classes of material under “Bureau 
of Ships control,’ $716,260,000. 

Mr. SHEPPARD. On a comparable basis, there is a reduction of 
approximately $9.4 million from fiscal 1956. What is the reason for 
this and does it reflect any programing decreases in the volume of 
shipboard repairs? 

Admiral Mumma. Well, it is estimated there will be a decrease in 
the use of these parts because they are going to have to pay for them. 
Whether that is a valid assumption, or not, I am not quite prepared 
to state. 

(Discussion off the record.) 

Mr. SHepparD. Are there any questions pertaining to activity 
No. 1? 

SCHEDULED REPAIRS 


Mr. Anprews. Admiral, I notice for your “Scheduled repairs’? you 
anticipate 451 ship scheduled overhauls. 

Admiral Mumma. Yes, sir. 

Mr. AnprEews. And for your ‘‘Nonscheduled repairs’? you expect 
an average of 996 active fleet ship overhauls. 

Admiral Mumma. Those are ships in commission per year. That 


does not mean that each one of those will have any nonscheduled 
repairs. 

Mr. Anprews. I do not understand that. How many ships do 
you have in the active fleet now? 

Admiral Mumma. 985. 

Mr. ANpreEws. And you expect 996 nonscheduled repairs? 

Admiral Mumma. No, sir. That figure is an average between the 
beginning of the year, 985, and the end of the year, 1,005, so the total 
ship-years works out to 996. This just takes into account the slizhtly 
larger number of ships we have in 1957 to worry about, than in 1956. 

Mr. Anprews. Do you expect actually to repair, on a nonscheduled 
basis, 996 active fleet ships during fiscal 1957? 

Admiral Mumma. No, sir; we do not. 

Mr. AnpreEws. That is what I read here on page 9, where you say: 

Funds are required to accomplish nonscheduled repairs on an average of 996 
active fleet ships. 

Admiral Mumma. I see exactly what you mean. 

Mr. ANpreEws. I was wondering if every ship in the active fleet, 
or most every ship in the active fleet, would be up for nonscheduled 
repairs. 

Admiral Mumma. No,sir. The word “average” there is improperly 
used. It is an average of the number of ships at the beginning and the 
number of ships at the end, which turns out to be 996 ship-years. 
The only reason we use the figure 996 at all is that, all other things 
being equal, if we have a larger number of ships in any year, we will 
expect a slight increase in the nonscheduled availability. 


74195—56——_39 
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Mr. AnpREws. How many actual nonscheduled repair jobs do you 
anticipate? 

Admiral Mumma. That is quite a tabulation and I will ask to furnish 
that to you. 

Mr. AnprEws. Do you have the number you had in 1956, or in 1955 

Admiral Mumma. No, sir. We do not have that available at thie 
moment. I will get it. 

(The information is as follows:) 


NUMBERS OF RESTRICTED AVAILABILITIES 


Fiscal year 1955: 2,516 separate availabilities. 

Fiscal year 1956, through February: 1,717 separate availabilities. 

Mr. Anprews. I want you to explain the statement on page 11 
where you say: 

Each dollar of material utilized by forces afloat in self-repair eliminates a 
corresponding $3 direct labor charge if accomplished by repair activities ashore. 
I wish you would explain that. 

Admiral Mumma. That is our normal ratio of labor to material in 
most repair work, so that the self-repair of ships afloat not only trains 
the individual in the keeping of his ship in maximum quality condi- 
tion, but it also is an economic process that prompts him to use only 
the material and be charged for that, because the pay is already ac- 
counted for. 

Mr. Anprews. There is no cost to the Navy for the labor. 

Admiral Mumma. That is right. 

Mr. Anprews. How do you do most of your ship repair work—by 
contract, or in Navy yards? 

Admiral Mumma. The majority of it is done by the naval shipyards. 
There is a sizable amount done by contract and at the present time, 
including the MSTS, I believe it amounts to approximately 30 percent 
of the total repair work of the Navy that is done by private yards. 

Mr. Anprews. Thirty percent is done by private contract and 
70 percent by Navy Yards? 

Admiral Mumma. Yes, sir. 

Mr. Norretu. Which is the cheaper, if you know? 

Admiral Mumma. Generally speaking, I believe that the naval 
shipyard work is cheaper, because of the fact we have the kind of 
equipment right at hand, we have the know-how of working with 
that particular equipment, and it is more readily accomplished, we 
believe, in the naval shipyard. Then, of course, in addition there are 
other things, such as profit and taxes and things of that kind, that 
do not come into the picture. 

Mr. Wiaeieswortn. I understand for this budget activity you are 
requesting an actual increase compared with the current fiscal year 
of $42,979,000, but then when that is put on the comparable basis we 
have been discussing, assuming that the stock fund items in 1956 had 
been identical with those you plan to have under stock fund control 
in 1957, your request for this activity reflects a decrease of $12,529,000. 
Is that correct? 

Admiral Mumma. That is correct, sir. 
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OVERHAULS 


Mr. WiceieswortH. Now under 1A “Scheduled repairs,’ do | 
understand that the total requested is all for overhaul purposes, 
$147,216,000? 

Admiral Mumma. That is correct; yes, sir. 

Mr. WiaeeLteswortu., And that, you say, is to cover an estimated 
number of 451 overhauls? 

Admiral Mumma. That is correct. 

Mr. WicGLeswortu. In the current fiscal year, you expect to obli- 
gate $148,255,000 in respect to 430 overhauls? 

Admiral Mumma. That is right; yes, sir. 

Mr. WiGcGLeswortu. So that the estimated unit cost in 1957 is 
materially less than what it was in the current fiscal year? 

Admiral Mumma. It is a different mix of ships to some degree, also, 
which accounts for some of that difference. Some of the ships are 
smaller ships and there is also a considerable decrease in the work in 
the structural survey and repair work of submarine hulls. 

Mr. Wiacieswortu. Is the unit cost coming down, or isn’t it? 

Admiral Mumma. Not in most ships. 

Mr. WiccieswortH. The apparent difference here is explalned by 
the fact there are more larger ships to be overhauled in 1956 than you 
expect to overhaul in 1957? 

Admiral Mumoa. That applies for both 1955 and 1956, excluding 
the larger amount of submarine repair work on hulls that is not going 
to be done to the same degree in 1957. 

Mr. WicGLeswortH. Now many ships did you overhaul in fiscal 
1955? 

Admiral Mumma. 406. 

Mr. WiaGcieswortH. How good are the estimates you have given 
us for 1957? 

Admiral Mumma. They are based on very accurate return costs. 


FISCAL YEAR 1955 OVERHAUL EXPERIENCE 


Mr. Wicea.teswortn. I call your attention to the figures in respect 
to 1955. You originally told us you were going to overhaul 521 ships 
at a cost of $177 7,390 000. Subsequently, a year ago, you told us you 
were going to cma 456 ships at a cost of $175, 243 000. Today 
you tell us you actually overhauled 406 at a cost of $126,997,000. 

Admiral Mumma. Due to budget limitations and a large inactiva- 
tion program in 1955 and some in 1956, there was a decrease in the 
number of overhauls and also a large slippage in the original plan be- 
cause of the lengthening of the interval. betwéen overhauls. It 
affected both of those years. 

Mr. WieeteswortH. What was your estimate for the number of 
ships to be overhauled in 1956, a year ago? 453, was it not? 

Admiral Mumma. It was of that order of magnitude, if I remember 
correctly. 

Mr. WiaeLeswortnh. I| think that is what your statement means on 
page 687 of last year’s hearing. So your slippage‘in respect to 1956 
you now estimate at about 23 in the last 12 months. In the 1955 pro- 
gram you dropped about 65 in the first 6 months, and then another 
50 before you got the job done. 
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INCREASE FOR SHIPS SUPPLIES AND EQUIPAGE 


Under 1C, “Ships supplies and equipage,’’ you indicate an estimated 
increase of obligation from $44.2 million to $87.4 million—almost dou- 
ble. Iam not clear as to the explanation of that increase. 

Admiral Mumma. If the figures were corrected to a comparable 
basis again for stock fund items, the figure corresponding to the $87.4 
million in 1957 would have been $96.8 million in 1956 and $95.8 million 
in 1955. 

Mr. WiaeLtesworts. So, on a comparable basis, this represents a 
substantial decrease? 

Admiral Mumma. Yes, sir. 


INCREASE FOR REPAIR PROGRAM 


Mr. Osrertac. Admiral, I take if from your answer to the previous 
inquiries that this is really a stepup in the repair program? 

Admiral Mumma. Unfortunately, I do not think it is actually a step- 
up. It is rather that previous actions are now coming upon us as a 
result of having deferred some overhaul. 

Mr. Ostertaa. In other words, your current repairs have increased? 

Admiral Mumma. Our current repairs have increased in some 
categories. 

Mr. OstertaGc. Compared with previous years. 

Admiral Mumma. Fortunately there have been some correspond- 
ing decreases in others, such as in the submarine hull area, or there 
would have been rather radical increases in requests for funds for the 
repair of ships. I suspect in future years we are going to pay an 
increasingly higher cost for these ships, as they become older, in the 
annual repair fund. 

Mr. OstertaG. You mean higher cost in what sense? 

Admiral Mumma. The ships are beginning to wear out. The aver- 
age age of our ships is over 10 years now and it is necessary, as this 
age continues to increase, that there will be increased funds required 
for repair. 

Mr. OstrertaG. Would it not depend on the ships that are in your 
active fleet? You have considerable new construction, new ships 
coming into being every year. They will require less overhaul, will 
they not, than those that have been in service? 

Admiral Mumma. Yes. 

Mr. Osrertac. Let me ask this: As new ships come into being, do 
the older ships go out of active service and into such status as “reserve”’ 
or “mothballs.”’ 

Admiral Mumma. Yes; that is correct. That is the only possibility 
of attempting to attack this average age, by the replacement of old 
ships with new ships. But, unfortunately, the rate of input is not as 
great as the rate of average age increase of the remainder of the fleet; 
so that next year our average age will be an increase, and the follow- 
ing year there will be another age increase. 

Mr. Osrerrtac. Is that despite the modernization and all of the 
improvements you have made? 

Admiral Mumma, Yes, sir. The modernization of the ship, of 
course, brings its military characteristics back to normal and it 
does bring its machinery and hull back to the maximum state of 
preservation that can be achieved with something of that age. But 
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still a 10- or 12-year-old ship is pretty hard to bring back to a state of 
preservation and utilization to where it can be the equivalent of a 
new ship. 

Mr. Ostertac. Let me ask you right along that line: As a ship is 
overhauled, certain repairs are made and, of course, certain equipment 
is replaced. Is that true? 

Admiral Mumma. That is correct; yes, sir. 

Mr. Osrertaa. Is it not reasonable to assume, as these ships are 
overhauled and repaired, they become more modern? In other words, 
there is a certain degree of modernization that goes with it; is that 
correct? 

Admiral Mumma. That is correct. 

Mr. Osrerraa. In connection with this program, we have a budget 
item for scheduled repairs and nonscheduled repairs running into $147 
million. Is that the correct amount? 

Admiral Mumma. That is correct for scheduled repairs. 


FUNDING PROCEDURE FOR SCHEDULED REPAIRS 


Mr. OstrertaG. What is the procedure in connection with the pro- 
gram of scheduled repairs and the use of these funds? Is if a matter 
of contract with private and Navy shipyards, or is this automatically 
spent for labor and repairs as you purchase it and you use it? In other 
words, what is the relationship of this program to the shipyard? 

Admiral Mumma. These funds are not handed to the shipyards, and 
contracts are not made with shipyards; these funds are made available 
to the commanders of the fleets and the commanders of the fleets then 
use these funds in defraying the cost of the overhaul of their ships as 
they go into the yards. And that money then becomes available to 
the shipyard for each individual ship as it enters the yard, whether it 
be private or contract. 

Mr. Ostertaa. Are these contracts subject to competitive prices 
and competitive bids? 

Admiral Mumma. The private yard work is, of course; yes, sir. 
The naval shipyard work is on a scheduled basis in order to keep as 
level a workload in our naval shipyards as possible. 

Mr. Ostertaa. Is there any guidance for the commanders on the 
part of those in authority to balance out the distribution of contracts 
as between the naval shipyards and private business? 

Admiral Mumma. We originally schedule which types of ships and 
which ships, generally speaking, in that type of work that will prob- 
ably come up will go into private yards during the year. So the fleet 
commander normally knows, as he receives the funds, how many 
ships he will be scheduling into naval shipyards and how many he 
will be scheduling into private shipyards. 


MEANING OF NONSCHEDULED REPAIRS 


Mr. OstrertaGc. On nonscheduled repairs, does that mean repairs 
of ships when needed, although not scheduled; in other words, when 
some unexpected development takes place and a repair job is neces- 
sary, whether it be in some foreign land, or here in the United States? 
Is that right? 
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Admiral Mumma. That is correct. That is what we mean by 
‘“nonscheduled repairs.””’ Another term we use is “restricted avail- 
abilities.” 

Mr. OstertTAG. What happens, say, in the Pacific or over in the 
Mediterranean? What procedure do you follow there in connection 
with unscheduled repair of ships? 

Admiral Mumma. In the Pacific, they can either be done on an 
emergency basis at Subic, the place we just discussed, at Guam; at 
Hawaii, of course, where we have a naval shipyard, or actually in 
Japan at Yokosuka, where we have a ship repair facility. We do not 
do the normal overhaul work in this Japanese facility; we do only 
restricted availabilities, or because the repair is required to be done on 
the spot in order to keep the ships operating. 

Mr. SuHepparD. For example, many factors develop that are un- 
predictable, such as I notice in Sunday’s paper where you had a col- 
lision in the South Pacific between two ships. 

Admiral Mumma. Yes, sir. 

Mr. SHepparD. What the extent of the damage involved was, I do 
not know; but to the degree the ship was damaged, that certainly was 
not projected in the expected appropriation request, was it? 

Admiral Mumma. Not except in a general average. If it was more 
serious than the average restricted availability, we may run into a 
deficit of funds. 

Mr. SHepparp. So that there are many operational situations that 
can arise to create an intensification of expenditure of funds we are 
presently discussing; is not that true? 

Admiral Mumma. That is certainly correct. 


Sure ALTERATIONS AND IMPROVEMENTS 


Budget activity No. 2—Ship alterations and improvements 








Increase 
(+) or de- 
PT bok Fiscal year Fiscal year | crease (—), 
| Fiscal year | “1956 esti- 1957 esti- | difference 
mate mate 1957 com- 


Project 
| pared with 
| 


| | 


2A | Ship alterations and improvements_....| $93, 425,211 | $93,000, 000 $92, 995, 000 


Total obligations payable from | | 
| appropriated funds 93, 425, 211 93,000,000 | 92, 995,000 —5, 000 
| | 


Note.—In the table below the project amounts for 1955 and 1956 have been adjusted for comparability 
with the 1957 estimate, which includes increases for extension of the naval stock fund. 


| Increase 
| (+) or de- 
crease (—), 
1957 difference 
1957 com- 
pared with 
1956 


| 
1955 | 1956 


| 

anneal 

2A | Ship alterations and improve- | 
nts 


oars HH) $94, 298, 000 $93, 908.090 | —$1, 303, 000 


Mr. SHepparpD. We will pick up our next budget activity, No. 2, 
reflected on page 12 of the justifications, entitled ‘Ship alterations 
and improvements.” Actual for 1955 is reflected as being $93,425,211; 
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estimate for 1956 is $93 million; your estimate for 1957 is $92,995,000, 
showing a decrease of $5,000. 

Will you give us an explanation of this request and the reason for 
the reduction? 

Admiral Mumma. Mr. Chairman, the stock fund inserts itself 
again into this picture, the availability of material, and the compa- 
rable figure to the 1957 figure you just quoted is, for 1956, $94,298,000, 
and for 1955 it is $94,723,211. Thus the actual reduction in the pro- 
gram is approximately $1,303,000. 

We have a breakdown of those items. 

Active fleet alterations show a very slight decrease. 

The only two areas that show increases are in habitability improve- 
ments, where $340,000 is the amount of the increase, service craft 
alterations increase of $85,000. 

The operational evaluation item decreases $882,000, Ordalts $210,- 
000, and MSTS commission ships $70,000. All the latter are minus 
figures giving the net figure of minus $1,303,000 in comparability be- 
tween the 1956 and 1957 programs. 

Mr. SHepparD. You will supply us with a breakdown in the record 


comparable with that reflected on page 682 of last year’s hearings, 
please. 

Admiral Mumma. We have one right here, sir. 

(The information requested is as follows:) 
Project 2A, Ship alterations and improvements 


The table below shows sample unit costs for types of ships in the current year 
and budget year in the ship alteration and improvement project: 





Fiscal year Fiscal year 


Ship alterations only 1956 1957 





is I QE 4d os 5 ane wditinknic Rs, bab neh tha conhdnaudedasensaneaatans a $461, 000 $410, 000 
a ak tn ocemameeas ennw anes 1, 266, 000 1, 152, 000 
DD, destroyer 161, 000 183, 000 
8S, submarine 442, 000 370, 000 





Mr. SHepparp. What specific programs are involved in this 
activity for the fiscal year 1957? 

It might be well if you picked out 3 or 4 of the major items. 

Admiral Mumma. The carrier alteration program, the CVA’s of 
course is the largest, and in fiscal 1956 a sample cost was $1,266,000. 
Correspondingly we estimate, in 1957, $1,152,000, a slightly lesser 
cost. 

Heavy cruiser, $461,000 in 1956 as compared to $410,000 in 1957. 

Submarine, $442,000 in 1956 compared to $370,000 in 1957. These 
are all decreases up to this point. 

In the destroyer category, however, due to additional alterations 
required in the fiscal year 1957, there is an increase from $161,000 
to $183,000 in fiscal 1957. 
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TECHNICAL SUPPORT PROGRAMS 


Buvcer Activity No. 3.—Technical support programs 





Project 


Fiseal year 
1955, actual 


Fiseal year 
1956, esti- 
mate 


Fiscal year 
1957, esti- 
mate 


Increase 
(+) or de- 
crease (—), 
difference, 
1957 com- 


pared with 
1956 : 





Maintenance of service craft at shore 

| IN i tot eld wd degsme 

= ices and technical programs for the 
t 


$11, 952, 880 | $12, 157, 000 
30, 372, 000 


17, 736, 000 


$14, 461, 000 
41, 363, 000 
25, 504, 000 


+$2, 304, 000 
+10, 991, 000 
+7, 768, 000 


28, 431, 613 
20, 173, 194 





Total obligations payable from 
appropriated funds----_...........---- 











60, 265, 000 





60, 557, 687 81, 328,000 | +21, 063, 000 
| } 


{ 


NorTe.—In the table below the project amounts for 1955 and 1956 have been adjusted for comparability 
with the 1957 estimate, which includes increases for extension of the naval stock fund. 


| 
1955 


$13, 784, 880 


Increase 
(+) or de- 
crease (—), 
difference, 
1957 com- 
pared with 
1956 


Maintenance of service craft at 
| ae eee 
| Services and technical programs 
for ~ fleet 
—— a - to MSTS and 
ne 


$13, 989, 000 
33, 913, 000 
18, 118, 000 


$14, 461, 000 +$472, 000 
+7, 450, 000 
+7, 386, 000 


+15, 308, 000 


31, 972, 613 41, 363, 000 | 


20, 555, 194 | 25, 504, 000 


| 
| 


81, 328, 000 | 














| 66, 312, 687 


Mr. SHepparp. All right, gentlemen. We will pick up budget 
activity No. 3 reflected on page 14 of our justifications. 

I see your budget requirements for technical support program 
shows for fiscal year 1955 your actual appropriation was $60,557,687 ; 
1956 it is $60,265,000; estimated in 1957 is $81,328,000. This reflects 
what appears to be an increase of $21,063,000. 

I wish you would give the committee an explanation for the reason 
for the $21 million increase in these funds over last year. 

Admiral Mumma. The comparability, making corrections for stock 
fund, would bring the 1956 figure up to $66,020,000, and about the 
same amount for 1955. Nonetheless, there still would remain an 
increase of $15,308,000 instead of the $21,063,000 you just mentioned. 

Mr. SHepParpD. How is that brought about? 

Admiral Mumma. Most of this is represented in funding for 
Operation Deep Freeze which was planned for fiscal 1957 in greatly 
increased scope over Operation Deep Freeze in fiscal 1956. That 
accounted for the major increase in this estimate. 

MAINTENANCE OF 


SERVICE CRAFT AT SHORE ACTIVITIES 


Mr. SHepparp. All right. Let us pick up project 3-A. What is 
the present status of the radar ocean ships to be assigned to the 
district commandants for fiscal year 1957 and how will they operate? 





615 


Admiral Mumma. I believe we might take this off the record, Mr. 
Chairman. 

Mr. SHepparpb. Very well. 

(Discussion held off the record.) 

Mr. SuHepparp. This particular type of ship to which we are pres- 
ently addressing ourselves falls very much in a comparable line, func- 
tionally speaking, as the ships we have heard about heretofore in an 
off-the-record category? 

Admiral Mumma. To sir. 


SERVICES AND TECHNICAL PROGRAMS FOR THE FLEET 


Mr. SHepparpb. Let us pick up project 3-B. I wish you would 
break down the cost of each project and compare the cost to the 
fiscal year of 1956 and explain the increases. 

Admiral Mumma. The increases have been gradual in this area, 
and may be summarized as follows: 

In fiscal 1955 actual obligations for this purpose, $28,431,000; 
1956, $30,372,000; the estimate for 1957 is $41,363,000. 

That includes an estimate of $7,953,000 for Operation Deep Freeze 
which was not included in the 1956 figure, and increases and decreases 
in the general area are as follows: 

In commissioning and outfitting of ships a decrease of $869,000; in 
ships allowance lists and instruction books an increase of $64,000; 
in procurement of ship designs an increase of $633,000; in ship design 
maintenance services a $300,000 increase; a decrease in salvage of 
$60,000; a decrease in charter and hire of $493,000; an increase in 
electronics technical programs of $144,000. 

We have in preparation a handbook on electronics maintenance 
which is being prepared called Pomsee, which is intended to greatly 
facilitate our electronics maintenance in the fleet, so a reasonably 
trained individual can maintain this highly complicated equipment. 

Part of that cost is included in this program. 

Mr. SHepparD. When the record comes down to you I want you 
to supply for the record a breakdown similar to the one requested to 
be included in the 1958 justifications for this or any other activity that 
is not literally detailed in the justifications. 

Will you do that, please? 

Admiral Mumma. Yes, sir. 

(The information requested is as follows:) 

Project 3B—Services and technical programs for the fleet 





1955 1956 1957 
| 
Commissioning and outfitting of vessels $1, 453,330 | $2, 100, 000 $1, 231, 000 
Ships allowance lists and instruction books. - 1, 207, 558 700, 000 764, 000 
Procurement of ships designs - - | 1, 916, 492 | 1, 822, 000 2, 455, 000 
Bureau directed ship maintenance design services... .......-- 10, 641, 259 11, 100,000 
Salvage ; 640, 000 
CRE ORG 80 ag niscand ~~ enrdeen ie ~ deem o ech semanceweeic , , 600, 4, 107, 000 
Electronics technical programs and services.._............-.-- , 814, , 100, 7, 244, 000 
Penalty mail and other ship expenses ia , 965, , 300, 2, 200, 000 
Maintenance and restoration of naval relics ___.___-- ; : 200, 000 | 128, 000 
a a isla a neath 2 ‘ 0 
Special activations , 860, 000 0 
28, 431,613 | 30,372,000 | 29, 869, 000 
0 


Deep freeze ; 0 7, 953, 000 
Adjustment for new NSA items. __...............----------- (3, 541, 000) (3, 541, 000) | 3, 541, 000 


Total required | (81,972, 613)| (33,913,000)| 41, 363, 000 
{ 














Note.—Figures in parentheses indicate adjustment for comparability. 
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Mr. Suepparp. I find reflected on pages 17 and 18 of your justifica- 
tions items 6, 7, and 8. They are new. 

I suggest you give us a determination as to where they were carried 
last year, and the reason for the transfer, and a comparable cost 
between the fiscal years 1956 and 1957, please. 

Admiral Mumma. All these programs were financed under “Ships 
and facilities” appropriation, this same appropriation to which we 
are now talking, but item 6, the electronic technical programs and 
services, last year was financed under budget activity No. 5; items 
7 and 8, commissioning and outfitting of vessels and penalty mail and 
other ship expense, were both under budget activity No. 1. 

In view of the fact that they purify the budget if they are more 
properly located in this area, they have been moved this year. 

The funding differences I have previously mentioned for 6 and 7, 
but I had not yet mentioned penalty mail and other ship expense 
which is a decrease of $100,000 this year, sir. 

Mr. SHepparp. What has happened in the activities to create the 
lesser costs? 

Admiral Mumma. Well, we are attempting to reduce correspondence 
for one thing, paperwork. In commissioning and outfitting of vessels 
there just seems to be a smaller activity in this area. I think that 
can be accounted for by the fact we have somewhat fewer conversions 
which this primarily supports. 


SUPPORT PROVIDED TO MSTS AND COAST GUARD 


Mr. Suepparp. All right. We will pick up project 3—C, “Support 


provided for MSTS and Coast Guard.” 

The purpose is clearly indicated but what is the nature of the work 
performed for MSTS and why should not this work be done on a 
reimbursable basis? 

This committee has been rather drastic in its requirements hereto- 
fore that these interdepartmental expenses be clarified and paid for 
when services were delegated to another agency to perform in order 
to keep their budgets in requirement formation rather than having a 
lot of imaginary stuff that nobody knew anything about. 

What is the explanation? 

Admiral Mumma. The primary purpose of this type of work is not 
connected with the current function of the ships; for example, in the 
MSTS area all we finance from this category are the military alterations 
and items of the type we want in those ships in the event they come 
under military operational use in time of war. 

Mr. SHepparpD. In other words, what you are doing there is military. 

Admiral Mumma. Arming, or equipping with functional military 
aspects. 

Mr. SHepparD. You are requesting additional expenditures in the 
field because of military requirements as against transport require- 
mate which nominally would be their field of operation. Is that 
right? 

, Mumma. Yes, sir. That includes the Coast Guard work 
as well. We put sonar installations and things of that type in those 
ships which ordinarily they would not carry were it not for their use as 
auxiliary in time of war. 

Mr. SuHepparp. Mr. Wigglesworth? 


eWeek: pind as Se IAS oT 
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OPERATION DEEP FREEZE 


Mr. WicGLeswortu. As I understand it, there is an increase on a 
comparable basis in projects 3—A, B, and C amounting to $15,308,000, 
of which approximately half, $7,953,000 is with respect to Operation 
Deep Freeze? 

Admiral Mumma. That is correct, sir. 

Mr. WiaceLeswortH. You have given us some additional small 
increases but they do not aggregate anything like the balance of the 
increase, under 3—B. 

What is the explanation of the $7,300,000 on a comparable basis 
shown in project 3—C? 

Admiral Mvumoa. That is again Operation Deep Freeze, sir. 

Mr. WiaGciteswortH. 7—C shows Operation Deep Freeze? 

Admiral Mumma. Yes, sir. 

Mr. Wicc.teswortH. What is the major increase in project 3—B? 

Admiral Mumma. That is also Deep Freeze, sir. 

Mr. WiccieswortH. What is the total involved in budget activity 
No. 3 for the Operation Deep Freeze? 

Admiral Mumma. In these figures 

Mr. WieGLEswortu. I want the total increase. 

Admiral Mumma. $7,953,000 added to $8,204,000. 

Mr. WIGGLEsworth. It gives a total of $16,157,000. 

Admiral Mumma. Yes, sir. 

Mr. WiccieswortH. In other words, were it not for Operation 
Deep Freeze the net for these budget activities, under 3 as a whole, 
would show a decrease? 

Admiral Mumma. That is right, sir. 

Mr. WiccLeswortH. That is all, Mr. Chairman. 


MAINTENANCE AND PRESERVATION OF RESERVE FLEET 


Bupeet Activity No. 4—Maintenance and preservation of reserve fleet 


Increase 
— , (+) or de- 
Menal waar | Fiscal year Fiscal year crease (—), 
Project can ee 1956 esti- 1957 esti- difference 
mate mate 1957 com- 
pared with 
1956 
ae rs 
' 

4A | Repair of ships and craft ------------] $52,918, 536 | $41,023,000 | $25,893,000 | —$15, 130, 000 
4B | Ship alterations and improvements ---.- 1, 251, 722 2, 158, 000 7,900, 000 +6, 742, 000 
4C | Ships supplies and equipage 2, 165, 264 | 2, 864, 000 4, 828, 000 +1, 964, 000 


Total obligations payable from 
appropriated funds---.......-.------ : 56, 335,522 | 46,045,000 38, 621, 000 —7, 424, 000 











Note.—In the table below the project amounts for 1955 and 1956 have been adjusted for ‘comparability 
with the 1957 estimate, which includes increases for extension of the naval stock fund. 


| Increase 
(+) or de- 
crease (—), 
Project 1955 1956 difference 
1957 com- 
| 


pared with 
1956 


4A | Repair of ships and craft . —$18, 142, 000 
4B | Ship alterations and improvements. +5, 622, 000 
4C | Ships supplies and equipage--_--- d —1, 100, 000 


— 13, 620, 000 
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Mr. SHepparp. Gentlemen, we will pick up our next budget ac- 
tivity, No. 4, “Maintenance and preservation of reserve fleet’, 
reflected on page 19 of the justifications. 

I find actual appropriation for fiscal 1955 was $56,335,522; fiscal 
year 1956 estimate is $46,045,000; and your fiscal 1957 estimate is 
$38,621,000, which reflects a decrease of $7,424,000. 

Will you give the committee the number and class of sbips under 
reserve activities? 

Admiral Mumma. Yes, sir. 

I have a summary sheet which indicates the classifications of these 
ships, sir. 

In brief, in the warships category, 299 ships, warships, as of June 
30, 1956, and we expect it will be 302 as of June 30, 1957, in that 
classification. 

There are various changes in mine craft, patrol craft, amphibious, 
and auxiliary categories. 

The net for all ships in the reserve fleet is a decrease from 1,454 
ships on June 30, 1956, to an expected strength on June 30, 1957, in 
the reserve fleet of 1431 ships. 

(The information referred to is classified and furnished separately 
to the committee.) 


REPAIR OF SHIPS AND CRAFT 


Mr. SHEppARD. With reference to 4—A, ‘Repair of ships and craft,”’ 
on page 20 you state: 
In 1957 there will begin a new program of modernization of reserve fleet vessels. 


What are the details of this program? 

Admiral Mumma. We have a representative of the Chief of Naval 
Operations with us this afternoon, Mr. Chairman, Captain Veasey, 
who is well qualified to speak to that question. 

Captain Veasrty. The quinuennial overhaul cycle was practically 
completed in this fiscal year, and those overhauls were restricted to 
repairs. The vessels in the reserve fleet have been about 10 years 
in the reserve fleet. 

During that 10 years a number of advances have taken place in 
the technical fields of warfare which prevents them from taking their 
place with the active fleet without being modernized particularly in 
the electronic and weapons systems areas. 

In the program dividing the ships into the A, B, C, and D cate- 
gories, the ships which have been required immediately upon mobiliza- 
tion are to be brought up to the status equivalent to ships of the 
active fleet. 

Mr. SHepparp. What will be the ultimate cost involved? 

Captain Veasgry. I believe the Bureau of Ships can speak to that 
better than we can, sir. 

Admiral Mumma, A rough estimate is on the order of $200 million, 
sir. 

Mr. SHEPPARD. What are the various phases for fiscal year costs 
estimated to be? 

Admiral Mumma. It is estimated it should be accomplished in as 
short a period as possible, on the order of magnitude of four years. 

Mr. SHEPPARD. Give us a breakdown of costs in each of the projects 
in this item and compare those costs to those in fiscal year 1956 and 
explain the deviations, please. 
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Admiral Mumma. Overhauls, in 1957 we expect to decrease from 
the 1956 level which was $4,864,000 to a level of $3,368,000, a net 
drop off of $1,496,000. That is reflected in the smaller number of 
overhauls due to the completoin of the quinquennial cycle as indicated 
by Captain Veasey. 

The only ones which will be overhauled will be those which will 
receive modernization during this perod of fiscal year 1957. 

Mr. SHepparp. What will you do with the balance which will not 
be put into that estimated requirement? 

Admiral Mumma. They go into either of the three categories, B. 
C, or D. 

The B category is a category of moderate readiness without major 
modernization. 

The C category, are retained but no major work done on them. 
They are retained more or less as is. 

The D category are to be disposed of as not worth being retained 
any further. 

Mr. Suepparp. Those which you referred to as being left with no 
work done on them at all, which is the bracket just above those not 
to be retained 

Admiral Mumma. That is C. 

Mr. SuHepparp. Why are you retaining them? If they are not 
worthy of modernization requirements why are they kept in standby 
in that particular grouping? 

Admiral Mumma. It is a rather economical process to keep them 
provided they are good enough to be serviceable, and, as you remem- 
ber, at the outbreak of World War II anything that would float was 
quite useful. 

Mr. SHepparpD. In other words, they are being kept more or less in 
status of activity and for reserve purposes in case of an all-out opera- 
tion in case you need any and all kinds of bottoms? 

Admiral Mumma. That is right, sir. Further amplification could 
be obtained from Captain Veasey, sir. 

Mr. SHepparpD. That covers the situation. You gave us the 
reason for keeping them in this status. 

Admiral Mumma. There is a major increase in the drydockings 
from $3,227,000 in 1956 to $5,788,000 in 1957. The number of 
drydockings will nearly double in this coming year. 

The major decrease in this area is in the area of inactivations. In 
1955 and 1956 we had a large number of inactivations, and in 1956 
there were accounted for $28,913,000, whereas we anticipate only 
$10,909,000 in fiscal 1957; so that the net result of these increases and 
decreases comes out to a reduction of, on a comparability basis, that 
is, instead of a reduction of $15,130,000, it amounts to a reduction 
over the previous year after corrections for NSA items of $18,142,000 
from fiscal 1956. 


INCREASE FOR SHIP ALTERATIONS 


Mr. SHEPPARD. With reference to 4—B, what is the reason for 
approximately 200 percent increase in this item over last year? 

Admiral Mumma. This is the beginning of the program we just 
referred to, sir, of modernizing the selected A group of the reserve 
fleet to become comparably able to enter the fleet at an early date 
with modern equipment. 
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In this particular area the ship alterations alone account for an 
increase from $1,838,000 to a new figure for fiscal 1957 of $6,880,000, 
an increase of $5 million. 

Mr. SHEPPARD. $5,622,000, is it not? 

Admiral Mumma. Yes, sir. 

Part of that $622,000 is made up of Ordalts and the other part of 
comparability under NSA items. 

Mr. SHepparp. What are the types of ships to be modernized and 
to what extent of modernization? 

Admiral Mumma. The present plan includes 29 destroyers and 
destroyer escorts with the available material, and the funding re- 
quested in this program. 

Mr. Suepparp. | wish you would supply the committee with a 
unit cost of the class of ships to which you have referred, please. 

Admiral Mumma. It is expected the average cost will be approxi- 
mately $200,000 for a destroyer and on the order of $175,000 for the 
destroyer escort. 

Mr. SHepparp. Mr. Wigglesworth? 


SHIPS IN RESERVE FLEET 


Mr. WiccGLeswortH. You stated, Admiral, if I understood you, 
that the number of ships in the reserve fleet as of June 30, 1957, 
would be 1,431? 

Admiral Mumma. Yes, sir. That is our expected figure. 

Mr. WiccieswortnH. | thought we were given a figure in the full 
subcommittee of 1,769. 

Admiral Mumma. That includes ships on loan to other countries, 
and also includes ships in the Naval Reserve training category, Mr. 
Wigglesworth. This is a purified list which totals up to 1,431. 

Mr. Wiceieswortu. I don’t know exactly what you mean by a 
“purified” list. It seems to me the figures ought to coincide in the 
record. We ought not to have a top official from the Navy Depart- 
ment telling us there are 1,769 and then have your Bureau tell us 
there are only 1,431. 

Admiral Mumma. We do not budget for those other ships over and 
beyond the 1,431 item. 

Mr. Wiae.ieswortsH. Do you have them in the reserve fleet? 

Admiral Mumma. No, sir. They are in what might be called re- 
serve strength, ships which we might be able to count upon in case of 
emergency where we could call back some of the ships on loan, and 
we could put these Naval Reserve training ships into an active cate- 
gory, and they would also be useful. 

The tabulation we gave you in this case, 1,431 ships, are ships that 
will be actually under the control of the Reserve Fleet commanders 
and are ships we budget for in this budget activity. 

Mr. WiaGLeswortu. It still seems to me you have a difference 
there of 338 ships and it is not clear whether we could use them in 
time of emergency or not. If we cannot use them I do not think we 
ought to be told they are included in the Reserve Fleet. If we can 
use them they should not be excluded in this presentation. 

Admiral Mumma. I think it is a matter of definition, Mr. Wiggles- 
worth, between Reserve strength and Reserve Fleet. 

Mr. Franke. I suggest we supply for the record the difference 
between the two figures so you would have exact information on this. 
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This is a question of definition, I think, as to whether we have an 
adequate definition for Reserve Fleet and reserve strength. 

Admiral Mumma. We can furnish you with a list of those ships. 

Mr. WiaGLeswortu. I don’t want too much detail, but I want to 
know where we stand. I don’t want to go on the floor and say we 
have 1,769 ships in reserve if that is not the fact. 

(The information referred to was furnished to the committee.) 

Admiral Mumma. It might be well to say we have a reserve strength 
of that number, sir, 1,769, whereas actually in the Reserve Fleet we 
only have the 1,430-some ships. 

Mr. Osrrertaa. What is the difference between strength and fleet? 

Admiral Mumma. The Reserve training ships, as an example. 
They are actually ships that can be used on an immediate basis. 
They are used by the Reserves of the Navy for cruises and for training 
purposes, and they are ships currently in operation, so that they are 
neither active fleet ships, they are not Reserve Fleet ships, they are 
Naval Reserve training ships, so that they of course are additive to 
the reserve strength because they are in even better shape for active 
use than those that are in the Reserve Fleet. 

Mr. WiacGcLeswortH. We might just say “‘in reserve.” 


OVERHAULS 


Under item 4—A there is a request for $25,893,000. Is that all for 
overhaul? 

Admiral Mumma. No, sir. The breakdown of those uses—— 

Mr. WicGLeswortH. How much is there here for overhauls? 

Admiral Mumma. $3,368,000 for overhauls. 

Mr. WigGLeswortH. How many ships? 

Admiral Mumma. That is for 29 ships. 

Mr. WiceLeswortH. What was the picture in 1956? 

Admiral Mumma. That was $4,864,000 for 47 ships; and, as a matter 
of fact, there was an additive item there of nearly $3 million which 
probably belonged under the area of overhauls which accounted for 
these naval stock fund items that they got free. 

Mr. Wicetesworts. Off the record. 

(Discussion held off the record.) 

Admiral Mumma. I have a direct breakdown of the stock fund 
items as between these various categories, but I would assume most 
of them were chargeable to overhauls. 


INCREASE FOR SHIP ALTERATIONS AND IMPROVEMENTS 


Mr. Wicciteswortu. Do you have any kind of itemized statement 
or breakdown of what you will spend that 7 million 9 for under project 
4-B? I see that item going up rapidly. 

Admiral Mumma. Yes;sir. We have for ship alterations $6,880,000; 
for Ordnance alterations $400,000; for materials to do these we have 
about $620,000 under this category, and there would be an additive 
amount of about 2 million in shipboard components which would add 
to this figure. 

Mr. WiaeLeswortH. For how many ships? 

Admiral Mumma. Twenty-nine ships involved in the 6.8 million. 

Mr. WiaGe.Leswortu. Is that a substantial operation in most cases? 

Admiral Mumma. Yes, sir; because of the fact that many of these 
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ships are 10 years old and are therefore 10 years out of date compared 
to ships of the active fleet, so the alterations are quite extensive. 

Mr. Wiae.eswortrn. What are the alterations? 

Admiral Mumma. Primarily in communication equipment and 
other alterations in the fire control and radar equipment which will 
bring the ships up to current fleet standards. 

Mr. WiaeieswortH. Do I understand this is a new program you 
are just starting? 

Admiral Mumma. Yes; in this degree it is a new program. We 
have had some activity in this area but nothing on this order of 
magnitude before. 

Mr. Wiacc.teswortH. How long a program do you foresee? 

Admiral Mumma. We had hoped to do the program in a short 
time, like 4 years. 

Mr. WiacLeswortH. Do you have some kind of itemized state- 
ment of what you have in mind doing which can be left with the 
committee? 

Admiral Mumma. We have confidential information as to what 
might be involved. 

Off the record. 

(Discussion held off the record.) 

Mr. WiaeLeswortsH. That is all, Mr. Chairman. 

Mr. SHEPPARD. Project 4, Mr. Ostertag? 

Mr. Ostertaca. Admiral, this budget activity No. 4 dealing with 
maintenance and preservation of the reserve fleet, under the program 
of repair and ship alterations and improvements, and supplies and 
equipment, would you say that these activities relate to modernizing 
and bringing your reserve fleet up to a high standard? 

Admiral Mumma. Yes, sir, particularly of a selected group of the 
reserve fleet called category A which will get highest priority in this 
program. 


DISTINCTION RESERVE FLEET AND READY RESERVE STATUS 


Mr. Ostertaa. Will you clear up where the division comes as 
between the reserve fleet and the ready reserve status? I am referring 
to ships and craft and not about personnel. 

In your justifications, on page 18, under the purpose and scope of 
work, it states: 

Also included in the reserve fleet are certain vessels maintained in “Ready 
reserve status.” 

I am wondering if there is a difference between ready reserve status 
and reserve? 

Admiral Mumma. Those are aircraft carriers that are undergoing 
conversion, sir, which are called ready reserve. They are not in 
active commission because part of the crews have been removed from 
them, and it would be wasteful to leave the crew on the ship when the 
ship is being modernized over an extensive period of time, like the 
FDR of the Midway class has recently been undergoing. Therefore 
the crews are removed from those ships during the period they are 
undergoing major and extensive conversion. 

They become ready reserve. 

Mr. OsrertaGe. Would you say that the reserve fleet is not ready 
reserve? In other words, it is in a state of readiness. Is that correct? 

Admiral Mumma. Yes, sir; but they have various states of readi- 
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ness. We have various classifications for them. ‘They should be in 
such a condition that they could be put into commission within certain 
specified periods of time, and that period of time is the time required 
to remove the dehumidification equipment, remove the preservatives 
and other equipment in order to make the ship in all respects fully 
active. 

Mr. Osrertaa. All the ships involved in this program under your 
current program are ships and craft being taken from the active fleet 
or active service, and placed in reserve after they have been modern- 
ized and repaired and brought into proper state. Do I understand 
you correctly when I say that? 

Admiral Mumma. I don’t believe so, sir. 


DESIGNATION OF RESERVE SHIPS 


Mr. OstertaG. I would like to have you clear up just when and 
where these changes take place, and what the difference is, as between 
this reserve program and the active program. 

Admiral Mumma. A reserve ship is a ship that is less useful to us 
than a ship we wish to keep active. Otherwise we wouldn’t put it in 
reserve, or maybe we didn’t have enough money to operate that 
number of ships, so that we put the least useful of the ships in reserve. 
They go into the reserve fleet. They are not staffed or manned by 
crews, and they are all dehumidified to be sure there is no corrosion 
which takes place in those ships. 

Mr. Ostrertac. But, Admiral, in this program are you not repair- 
ing them and modernizing them to a state of readiness or usefulness? 

Admiral Mumma. Yes, sir, but that is a continuing review program 
of the ships to keep their bottoms from corroding, to keep the interior 
parts of the equipment and the machinery in good condition and 
operable, but it still is in mothballs. The ship itself is closed up like 
a cocoon and is kept dehumidified in order to limit the amount of 
corrosion which can take place within the ship during the reserve 
status. 

The active fleet is manned by a crew and maintenance of the ship is 
kept up on a regular basis by the crew. 

In between these two there is this group of ships undergoing major 
modernization, and they, of course, are neither dehumidified nor in 
mothballs, nor do they have a crew. They are in an inbetween status 
where they are actually in the custody of the shipyard doing the 
conversion work. 

Mr. Osrrertac. What percentage of our reserve fleet is in a state of 
readiness? 

Admiral Mumma. It is all in a state of readiness to be utilized within 
a certain specified length of time. 

For example, we have some ships that are ready for mobilization 
within 30 days. There are others that would require 60, 90, or longer 
periods of time, so that actually the fleet is in varying states of readi- 
ness but every ship has a specific known length of time to bring it into 
service. 

Mr. Osrertac. What is the significance, then, of the comparative 
reduction of some $15 million as compared for fiscal 1956 down to the 


74195—56-——_40 
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category of repair of ships and craft? Does that mean your require- 
ments this year are that much less than under normal circumstances? 
Is there less need for it by virtue of conditions? 

Admiral Mumma. No. I think you will find that almost the entire 
decrease is chargeable to the fact there are fewer inactivations in this 
year. 

In fiscal 1956 we plan to have had, before the year is out, 100 
inactivations. 

In fiscal 1957 we expect only 29 inactivations. 


MAINTENANCE AND OPERATION OF NAVAL RESERVE TRAINING VESSELS 


Bupcet Activiry No. 5.—Maintenance and operation of Naval Reserve training 
vessels 





Increase 
(+) or de- 
Fiscal year | Fiscal year | crease (—), 

1956 esti- | 1957 esti- difference 
mate | mate 1957 com- 
pared with 

1956 


Fiscal year 


» ian 
Project 1955 actual | 


Repair of ships- ---_- $4, 554, 27 $5, 454, 
Ship alterations and improvements = 1, 715, 415 | 1, 945, 
Ships supplies and equipage--_--_-_..-- 878, 950 1, 02 "1, 


( $i +$371, 000 
( 


00 | $5, 825, 000 
000 | 1, 922, 000 —23, 000 
000} 18 1, 000 


+850, 000 
Total obligations payable from | 


appropriated funds--...-_..----} 7, 148, 635 | 8, 420, 000 | 9, 618, 000 +1, 198, 000 





Norte.—In the table below the project amounts for 1955 and 1956 have been adjusted for comparability 
with the 1957 estimate, which includes increases for extension of the naval stock fund. 


Increase 
(+) or de- 
crease (—), 
Projects 956 7 difference 
1957 com- 
pared with 
1956 





5A | Repair of ships_-- .| $4, 844, 270 | 5, 744, 5, 825, +-$81, 000 
5B | Ship alterations and ‘improve- | 

ments : 1, 937, 415 2, 167, 000 | , 922, — 245, 000 
5C | Ships supplies and equipage 1, 899, 950 | 2, 042, 000 , 871, —171, 000 


8, 681, 635 | 9, 953, 000 , 618, —335, 000 





Mr. SHEPPARD. We will pick up budget activity 5, maintenance 
and operation of Naval Reserve training vessels. Your actual appro- 
priation for 1955 was $7,148,635 and your estimated 1956 is $8,420,- 
000; your estimate for 1957, $9,618,000. That reflects an apparent 
increase of $1,198,000. Please give the committee a brief statement 
as to the purpose of this activity, the work to be accomplished in 
fiscal year 1957 and the reason for the increases over the appro- 
priated funds for the fiscal year of 1956. 

Admiral Mumma. In the category of repair of ships, line item 
5-A, Mr. Chairman, you will notice there is a slight increase of 
$371,000. 

Mr. SHepparp. That is correct. 


® 
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Admiral Mumma. If that item were made comparable to the 1956 
estimate, that increase would drop to only $81,000 because of the 
stock fund items that would be added to 1956. 

In alterations and improvements there is a minor decrease, which 
when corrected, becomes a slightly larger decrease of $245,000, and 
the major change is reflected in supplies and equippage which shows 
an increase of $850,000 whereas actually comparability reduces that 
item to a $171,000 drop; resulting in a net decrease of $335,000 in 
the whole program. 

Mr. SHepparpb. That is brought about by internal revisions; is that 
correct? 

Admiral Mumma. Yes, sir. Of course, these ships are the type 
that we were just dicsussing a few minutes ago. They are used for 
Reserve training and are in operation. They are good ships, they 
are at a greater state of readiness than any of our reserve fleet ships, 
and perform this very desirable function of training as well as keeping 
ships available. 

Mr. Suepparp. To simplify it for understanding purposes, they are 
actually operational reserve ships? 

Admiral Mumma. That is correct, sir. 

Mr. SHepparp. I wish you would compare for the committee the 
average ship years in the Naval Reserve training program for fiscal 
1956 and fiscal 1957. 

Admiral Mumma. In fiscal 1955 there were 74 average ship years; 
in 1956, 73, and in 1957 we anticipate there will be 74% ship-years. 

Mr. SuepparD. Taking, in general, this presentation here is very 
comparable and somewhat parallel with the one we have just inquired 
into previously. I have no further questions. Any questions on this 
budget activity 5? 

Mr. Norre.u. How long do you ordinarily take for a ship to be 
put into operation after you get to where you may need it? Do you 
put it into mothballs? 

Admiral Mumma. Yes, sir. 

Mr. Norrewtyi. When it is in mothballs, about how long does it 
ordinarily take to put a ship in operation? 

Admiral Mumma. If the ship has just recently been put into the 
reserve fleet and has all the modern alterations installed in it as she 
would have had if she had come right out of the active fleet, she 
could go back in in 30 days. 

Mr. Norrewu. That is all. 


Fue. For SHIPs 


BupGet Activity No. 6.—Fuel for ships 
l l ae 
| Increase (+) 

P be feos or de- 
Fiscal year Fiscal year | Fiscal year | crease (—), 
| 
| 


Project | 1955, actual 1956, esti- 


1957, esti- difference 
mate | 1957 com- 
pared with 

1956 


| mate 
| 
} 


| $99, 419,000 | $99, 974, 000 | +$555, 000 


6A | Fuel, water and utility services... ...-- | $101, 310, 604 


Total obligations payable from 
appropriated funds 101, 310, 604 99, 419, 000 | | 99, 974,000 | +555, 000 
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Mr. SHEPPARD. We will pick up budget activity No. 6, page 28. 

Budget activity No. 6 has to do with fuel for ships, wherein it is 
reflected that you had an actual appropriation for fiscal 1955 of 
$101,310,604, and for the fiscal year 1956 estimate, $99,419,000, and 
your estimate for 1957 is reflected as being $99,974,000, which reflects 
an apparent increase of $555,000. 

I wish at this point you would insert a table similar to that shown 
last vear on page 697 for the fiscal years of 1955, 1956, and 1957. 

Admiral Mumoa. Yes, sir; I have such a table. 

Mr. SHepparD. That table has to do with reflecting the ship years, 
steaming hours, fuel consumption, price per barrel, and soforth. 
You will be prepared to insert that at the proper time in the record? 

Admiral Mumma. This is the complete table. 

Mr. SHepparD. We will insert it. 

(Information referred to follows: ) 


Project 6A. Fuel, water and utility services 


Table showing the number of active fleet vessels, steaming hours, fuel consump- 
tion and prices of fuel: 





| Fiscal year | Fiscal year | Fiseal year 
} 1955 | 195 | 





Ships supported _ _ -- “ee 1, 085 993 996 
Steaming hours | 2, 326, 000 2, 139, 000 2, 135, 000 
Fuel consumption (barrels): 
i ee ast Sone | 31, 493, 000 29, 820, 000 | 30, 150, 000 
ee ee ts ee ee fin bg 3s46bS~d5odgCH +p EEE 3, 319, 000 2, 955, 000 3, 056, 000 
Price per barrel: | 


RR coo ean 


PNP IIUII Lh el. dbadebbotenn nts $2.19 | $2. 32 $2. 38 


$3. 75 | $3. 74 


EXPLANATION OF INCREASE 


Mr. SHEPPARD. Please give the committee a brief explanation of 
the increase in this request over fiscal year 1955. 

Admiral Mumma. As a matter of fact, sir, we have another surprise 
in view of the recent change of the price of fuel oil effective the 1st 
of April 1956. This represents a 15-cent increase and the currently 
quoted figure of $2.38 a barrel for Navy special fuel oil will become 
$2.53 a barrel, so that instead of the moderate increase that was 
mentioned by you, sir, of $555,000, it is anticipated that there will 
be an increase, due to this increase in cost alone, of $4,635,000. 

Mr. SHepparp. Apparently this was not contemplated and you 
did not have the benefit of the information you have just given us at 
the time your budget was formulated. 

Admiral Mumma. That is correct; we had no knowledge of this 
at the time the budget was submitted. 

Mr. SHepparp. It has been suggested you explain where you are 
proposing to get your additional funds between $555,000 and the 
other figure. 

Admiral Mumma. It will undoubtedly have to be reprogramed. 
Perhaps I might ask Admiral Smith to speak to that item. 

Mr. SHepparp. I think it would be quite applicable. 

Admiral Smrrx. That is what will have to be done, sir. As we 
experience these increased prices and actually steam the hours we 
plan to steam, we will have to find the money by reprograming. 
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Mr. SxHepparp. You have explained the mechanism. Whose 
budget will you reach into this year? 

Admiral Suir. It will be within this appropriation and we would 
certainly have a thorough understanding with the Bureau of Ships 
as to where these economies could be found. 

Mr. SHepparp. We are happy to have you confer with the Bureau 
of Ships, but we would like to see ourselves. You might reach into 
maintenance and we would give you an argument about that. Where 
do you intend to reach for this money? 

Admiral Smirx. As ofthis moment I would not know, sir. It would 
have to have a thorough review of the entire appropriation to see 
just where there may be some shift of plan and some economies we 
1ad not realized could be made. 

Mr. Suepparp. Mr. Secretary, you do not know of any particular 
place where there is a softness in the flesh of this particular operation 
that we could look at at the moment? 

Mr. Franke. No, sir; I do not. 

Mr. SHepparp. It presents a very interesting picture, gentlemen, 
very interesting. 

Mr. Andrews? 

Mr. AnpreEws. What is you fuel cost for the Nautilus? Is it any- 
thing? 

Admiral Mumma. Yes, sir. Her cost for the first nearly 2 years of 
operation will be charged in her original construction cost. 

Mr. Anprews. Is that for the reactor? 

Admiral Mumma. Yes; and the fuel elements. 

Mr. ANDrREws. Once you get that reactor, what is the cost of 
operation? 

Admiral Mumma. Off the record. 

(Discussion off the record.) 


INCREASE IN FUEL CONSUMPTION 


Mr. WiaGieswortu. I understand from the table you furnished 
that the total represents an increase of 3 ships, a decrease in steaming 
hours of 4,000, an increase in fuel consumption in terms of barrels 
of about 400,000, and the increase = referred to from $2.32 to $2.53 


is in the cost of Navy special fuel oil. If your steaming hours are 
going to be 4,000 less in 1957 than in 1956, why do we need 400,000 
more fuel consumption in terms of barrels? 

Admiral Mumma. Usually that is attributable to higher speed 
steaming on the average. Gradually we find that the average speed 
of the ships increases as we put a higher mix of newer ships in the 
fleet, and in addition, if you will notice, sir, there was an increase in 
cost over and above the 15 cents I have just mentioned in the budget. 

There was an estimated increase of cost from $2.32 to $2.38, s 
that that accounted for some of the increase of fuel even before we 
got the 15 cents rise in price. 

Mr. WieeLeswortu. | understand you cannot get away from the 
increase in cost of fuel but I wonder why you need 400,000 barrels 
more for 4,000 less-steaming hours. 

Admiral Mumma. That could only be accounted for by this item 
I mentioned of increased average speed of the ships. We find that 
in carrier operations the higher speed aircraft, the jets, require higher 
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speed operation of the ships, and we just find that we are using the 
higher speed ranges to a greater degree than we used to and ‘this burns 
more oil. 

Mr. WiceLesworrtn. Is that increased speed essential? 

Admiral Mumma. Yes, sir; for operations with aircraft carriers 
operating jets. 

Mr. WicGLeswortn. Do you have any kind of a maximum figure 
for steaming hours for guidance to ships at sea? 

Admiral Mumma. Yes, sir. As a matter of fact, if we use those 
figures rather than actual figures of last year corrected to what we 
anticipated this year would be, the bill would be considerably higher 
than this. We have a steaming hours guide that CNO furnishes to 
ships and they are not supposed to exceed those. 

Off the record. 

(Discussion off the record.) 

Mr. WiaGLtesworrn. I understand that a very small variation in 
knots per hour is reflected in a very substantial increase in dollar cost. 

Admiral Mumma. Yes, sir; though we are only talking of orders of 
magnitude of less than 1 percent in these figures now between the 2 
years. 

Mr. WieeieswortsH. Do you think, as a practical matter, the Navy 
has this in mind and is holding speeds down to the minimums essential? 

Admiral Mumma. We think so, sir. 

Mr. WiacieswortH. That is all, Mr. Chairman. 

Mr. SHepparD. Let me ask you this question. Am I right in as- 
suming that so far as fuel consumption is concerned it is somewhat 
parallel with the use of an automobile? In other words, take an auto- 
mobile; you run it up to 50 miles an hour, hypothetically, and assume 
a ratio of 12 miles to the gallon. The minute you exceed that it begins 
reducing your gallonage per mile operation. 

Admiral Mumma. That is correct. 

Mr. SHepparp. What is the difference insofar as the mechanical 
application is concerned of the speed of a ship? The higher speeds 
you exact from the ship the more fuel you burn? 

Admiral Mumma. Yes, sir. 

Mr. SHepparp. After you drop back in a certain phase of speed re- 
quirement you become fuel conservative? 

Admiral Mumma. That is right, sir. 

Mr. SuHEpparD. The lesser speeds, the more conservation down to a 
certain point? 

Admiral Mumma. Yes, sir. 

Mr. SHEPPARD. Mr. Ostertag? 

Mr. Osrertac. On that point, Admiral, a ship that is part of a 
fleet does not control the speed. It is the flagship or the commander 
of the fleet that would control the speed? 

Admiral Mumma. Yes, sir; absolutely. The commander of the 
task force. 

Mr. OstrertaG. Therefore, the captain of the ship would probably 
be subject to consumption depending on what requirements were 
placed on him rather than.on his ability to control the fuel consumption 
that mizht result therefrom? 

Admiral Mumma. That is absolutely right, sir. 





Mr. Osrertac. I have just one thought in regard to this whole 
question and you can answer it on or off the record. May I inquire 
about the reference to higher classification that is, a fuel of a higher 
classification. Does that mean atomic power? 

Admiral Mumma. Off the record. 

(Discussion off the record.) 

Mr. Ostertac. This transfer made from the “Maintenance and 
operation, Army’’; it points out in your justification— 

The request for fiscal 1957 includes funds to pay for certain first designation 
transportation costs formerly paid out of the appropriation ‘‘Maintenance and 


operation, Army. 

What is the answer to that? 

Admiral Mumma. The Army transportation charges over the years 
have been: Fiscal 1955, $11,616,000; 1956, $11,030,000; and we antici- 
pate that that will drop to $10,220,000 for fiscal 1957. 

Mr. Ostertac. That is all, Mr. Chairman. 


PROCUREMENT AND REHABILITATION OF MAINTENANCE MATERIAL 





Bupcer Activity No. 7.—Procurement and rehabilitation of maintenance material 





| | | 
| Increase 

| (+) or de- 
. | Fiscal year | Fiscal year | crease (— 

Fiscal year | “1956esti- | 1957esti- | difference 
| 7 mate mate 1957 com- 
| pared with 
| | 1956 


Project 


$63, 780, 856 | 
26, 161, 119 | 
1, 143, 795 | 
4, 073, 312 


$28, 200, 000 | 

19, 812, 000 | 
3, 255, 000 
3, 834, 000 


+$15, 113, 
—19, 485, 
—1, 172, 000 
— 144, 000 


Shipboard components. - - ; 
Ship repair parts (except electronics) - 
Electronics material : 
Transportation 


VOU 
000 


$43, 313, 000 | 
327, 000 | 

2, 083, 000 
3, 690, 000 | 


Total obligations ee | from 
: 55, 101, 000 | 


appropriated funds. 





95, 159, 082 49, 413,000 | —5, 688, 000 
| 





Note.—In the table below the project amounts for 1955 and 1956 have been adjusted for comparability 
with the 1957 estimate, which excludes amounts for items transferred to naval stock fund. 


Increase 
| (+) or de- 
crease (—), 
difference 
1957 com- 
pared with 
1956 


$43, 313, 000 


Shipboard components $63, 780, 856 +$15, 113, 000 


$28, 200, 000 | 
Ship repair parts (except elec- 


tronics) - 
Electronics material 
Transportation 


381, 736 | 


1, 143, 795 
3, 968, 312 | 


69, 274, 699 | 


332, 000 
1, 453, 000 
3, 729, 000 


33, 714, 000 


827, 000 
2, 083, 000 


3, 690, 000 | 


49, 413, 000 


—5, 000 
+-630, 000 
—39, 000 


+15, 699, 000 


Mr. SHepparD. We will pick up the next budget activity, No. 7, 
procurement and rehabilitation of maintenance material, reflected on 


page 30 of the justifications. 


I find your actual appropriation for 1955 reflected as being $95,159,— 


082; estimated 1956, $55,101,000; estimate fiscal 1957, 


And this reflects a reduction of $5,688,000. 


$49,413,000. 
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SHIPBOARD COMPONENTS 


Now, with reference to project 7-A, Admiral, what is the basis for 
the increase of over $15 million in this project? 

Admiral Mumma. Of that increase the majority of it is lodged 
under the classification of peacetime operating stock and accounts for 
an increase of $13,048,000. The mobilization reserve shipboard com- 
ponents amount to $2 million, and that is the same $2 million that 
I mentioned a few moments ago in connection with the reserve fleet 
material that would go into the modernization of the reserve fleet, 
plus a small item of $65,000 in material rehabilitation. 

Actually, due to our large amount of surplus left over from World 
War II, we have been using equipment which, if we had to pay for it, 
would amount to something of the order of $100 million a year. And 
so gradually, as these stocks are being depleted—and they also become 
less useful the further away we get from World War I[I—the increase 
has to become more sizable due to replacement of materials that we 
do not have on hand. 

Mr. SHepparp. I think that is self-evident. You have three sub- 
projects under this item. Please compare for the benefit of the 
committee the 1956 and 1957 obligations, explaining any deviations 
if you will. 

Admiral Mumma. Did you mean the three subitems; did you mean 
under this same sheet? 

Mr. SHEPPARD. Yes, sir. 

Admiral Mumma. 7-A? 

Mr. SHepparp. Yes. I am addressing all my inquiry to 7—A at 
the moment. I will come to B later. 

Admiral Mumma. I see. Of course, the mobilization reserve item 
completely disappeared in 1956 and the only reason it is reappearing 
in 1957 is because of this material for the Reserve Fleet. The material 
rehabilitation program, the third one, that represents a slight increase 
this year over last, is a program where we have been able to reclaim 
a large amount of material that has previously been in store and has 
not been sufficiently preserved or has been in inadequate stowage or 
for some other reasons has deteriorated in store. By the installation 
of a program which has been going on now several years, an invest- 
ment of less than half of the value of the equipment, we can get a 
completely usable equipment. So that this $14 million average that 
we have been putting into this program, 1955, 1956 and plan to do 
the same in 1957, will give us availability of more than $30 million 
worth of equipment out of our old stocks. 

Mr. SHEPPARD. I wish you would give the committee some idea of 
the types of stocks to be secured in this item and the extent of the 
inventory on hand. Do you have that information available? 

Admiral Mumma. I believe we have some of it, sir. 

In this area we have boats and landing craft that are in stock, 
mine and torpedo countermeasures gear that is used in only war time 
such as paravanes, cablecutters, degaussing equipment, detection 
devices, various items of hull machinery, winches, capstans, cranes, 
storing gear, elevators, various items of powerplant and propulsion 
equipment such as turbines, steam engines, boilers, diesels, internal 
combustion engines for boats 

Mr. SHEPPARD. That is enough. 
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Admiral Mumma. All that type of equipment is included under 
this category, sir. 

Mr. SuHepparp. All of it is considered imperative and necessary 
for the operation of the fleet, as such? 

Admiral Mumma. Yes, sir, and it is considered the type of equip- 
ment that we must buy in order to insure that we will be able to 
operate the fleet under not only peacetime conditions, but also 
battle-damage conditions. 

Mr. SHEppArD. I| take it from your statement I can take the posi- 
tion that the $4 million we talked about a short time ago will not be 
garnered out of this particular appropriation request. Is that a 
reasonable conclusion at the moment? 

Admiral Mumma. I have no way of estimating whether that is a 
true statement or not, Mr. Chairman. 

Mr. SHepparp. Perhaps I had better refer the statement to some- 
body else. 

SHIP-REPAIR PARTS 


Let us discuss project 7-B. What is the extent of the inventory to 
be transferred from this item to the Navy stock fund, please? 
Admiral Mumma. We had previously mentioned this item before, 
sir; $716,260,000. 
ELECTRONICS MATERIAL 


Mr. SHepparD. Item 7-C, what is the reason for the increase of 
$630,000 in this item over comparable obligations in fiscal 1956? 

Admiral Mumma. Off the record, sir. 

(Discussion off the record.) 


TRANSPORTATION 


Mr. SHepparpD. Project 7—D. Please give the committee a brief 
statement on what you propose to do under this project in the coming 
fiscal year. 

Admiral Mumma. In this area we have a large amount of parts and 
other kinds of equipment that require transportation and we budget 
in fiscal 1957 an amount of $1,995,000 as compared to fiscal 1956 of 
$2,139,000. This represents a difference of a decrease of $144,000. 

Another item of intra-Navy transportation, we are budgeting the 
same in fiscal 1957 as in 1956. 

The first item provides transportation to the first designation of the 
Navy and the second item is to provide for the intra-Navy shipments 
of equipment required from one place to another, still under Navy 
cognizance. It is based on past experience and it supports the delivery 
of contract material from sources to a Government using facility. 

We estimate this on a basis of the amount of the equipment and 
in areas where we do not have a designation to give a contractor so that 
he can include it in the bid price we separately include an estimate at a 
later time in this sub-category. 

Mr. Suepparp. I note your comments relative to the lower table 
in order to avoid confusion, in which you state: 

“In the table below the project, amounts to 1955 and 1956 have been adjusted 


for comparability with the 1957 estimate which excludes amounts for items 
transferred to the naval stock fund.” 
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Admiral Mumma. That is correct. 
Mr. SuHepparp. Mr. Wigglesworth? 


VALUE OF INVENTORY 


Mr. WicciteswortH. This budget activity, as a whole, appears to 
reflect a decrease of $5,688,000, but on a comparable basis it is in fact 
an increase of $15,699,000. Aside from the $630,000 increase which 
you told us about off the record, the full increase is more than reflected 
in item 7—A, shipboard components, $15,113,000. 

I am not clear why we need a 50-percent increase in that item as 
compared with the current fiscal year. 

Admiral Mumma. I think it is just a matter of running out of 
material that we can use economically from our old stocks, and we 
one: reached the point where we must start buying and replenishing 
stocks. 

Mr. WiaeLeswortH. How much will you have on hand June 
30, 1956? : 

Admiral Mumma. We have an inventory value of stock of $917 
million, roughly, sir. 

Mr. Wiaeiesworts. As of what date? 

Admiral Mumma. As of the end of December 1955. 

Mr. WicGLeswortH. What will it be as of June 30, 1956? 

Admiral Mumma. It will be considerably less than that, sir. 

Mr. WiceieswortH. How much? 

Admiral Mumma. We are estimating $831 million, sir. 

Mr. WiaGLeswortH. What was it as of June 30, 1955? 

Admiral Mumma. $1,033 million, sir. 

Mr. WiccieswortH. You will have considerably more on that 
basis on hand as at June 30, 1956 than you will require in fiscal 1957, 
will you not? 

Admiral Mumma. They are not the right items, sir. 

Mr. Wiacieswortu. I wish you would furnish to the committee a 
statement showing the inventory in the items you intend to acquire 
in fiscal 1957 as of June 30, 1955 and June 30, 1956. 

Admiral Mumma. I do not know that it is possible to furnish such 
a list, sir. 

Mr. Wiccieswortu. How did you arrive at this estimate? 

Admiral Mumma. We can give you an estimate of the types of equip- 
ment and general orders of magnitude, sir, but this is based upon nor- 
mal usage factors, and it would be so voluminous that I do not believe 
it would be possible to compile it. 

Mr. WicGLeswortn. Give us what you have just suggested then, 
please. 

Admiral Mumma. Off the record. 

(Discussion off the record.) 

Mr. WiceLeswortH. This paper youhave handed me is a state- 
ment of your material requirements, as I understand it, for fiscal 1957, 
is it not? 

Admiral Mumma. Yes, sir. 

Mr. WiccLeswortn. It does not indicate, as I see it, what you had 
on hand at the beginning of fiscal year 1956 or what you estimate.you 
will have on hand at the end of fiscal 1956 so that we can get some 
appreciation of usage as compared with stocks on hand. 





633 


Admiral Mumma. We have a list here, sir, 23 pages of backup 
material that do eventually result in that one sheet you have in your 
hand. 

Mr. Suepparp. In other words, that is a master sheet composed 
of the items reflected on the sheets you have in your hand? 

Admiral Mumma. That is correct, sir, and this does include the 
inventory position, the supply, the demand, and the budget. 

Mr. WieeLeswortH. The inventory position as of the beginning 
of 1956 and the end of the fiscal year 1956? 

Admiral Mumma. Fiscal 1957, sir, the year you asked about; 
fiscal 1957. 

Mr. Wiee.eswortu. I have in mind inventory as of the beginning 
of 1956 and the end of 1956 and the requirements which you are 
asking to have covered in fiscal 1957? 

Admiral Mumma. Actually we buy the material in advance, sir, 
on this kind of equipment. The usage comes out of material bought 
the previous year. 

Mr. WieeLteswortH. What I am seeking is some indication of 
usage rates against the inventory items referred to. 

Admiral Mumma. The usage rate actually, sir, is approximately 
$100 million a year. 

Mr. WieGieswortu. Limited to the items you are hoping to pur- 
chase in 1957, or is that an overall usage figure? 

Admiral Mumma. That is an overall usage rate of this kind of 
equipment. 

Mr. WiccGLeswortu. Limited to the equipment you are requesting? 

Admiral Mumma. Yes, sir. And we are asking for only $26 million 
in this area in 1956 for this kind of equipment. 

Mr. WiccieswortuH. Based on your inventory as of June 30, 1956? 

Admiral Mumma. Yes, sir, and approximately $75 million of that 
will have to come out of our current inventory. That is why this 
inventory has been dropping away. 

Mr. WiccieswortH. What is the current inventory? 

Admiral Mumma. The current inventory is $917 million, sir. 

Mr. WiceLeswortH. That is as of December 31, 1955? 

Admiral Mumma. Yes, sir. 

Mr. Wiccieswortu. And you estimate that will drop to $831 
million by the end of the fiscal year? 

Admiral Mumma. That is correct. 

Mr. WicGLeswortH. Now you expect to use $100 million against 
that in 1957? 

Admiral Mumma. Yes, but because that $831 million does not 
include everything we want to use we are going to have to at least 
put in this $26 million in 1957 to increase that inventory in materials 
that we do not have included in the $831 million. 

Mr. WiaeLeswortH. You want $26 million for items of which 
you have none on hand at the present time? 

Admiral Mumma. That is correct. We are attempting to balance 
up our inventory. 

Mr. WiaaiteswortH. Why is not $26 million enough, then? 

Admiral Mumma. As a matter of fact, it would not be enough this 
year or the year after that, sir. This item will continuously increase. 

Mr. WicGLEeswortH. You mean items that you do not have on 
hand at present will call for increasing dollar amounts? 
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Admiral Mumma. Yes, sir. 

Mr. WicGLeswortu. Why do you need $43 million in view of the 
inventory you have told us about? Why is $26 million not sufficient 
for 1957 

Admiral Mumma. Because of the fact we also need to rehabilitate 
some thirty-eight or more million dollars worth of equipment to make 
it also available to add to this program, and that costs us only 
$14,665,000. So that our total of those two items takes care of over 
one-half of the value of our annual usage. In the area of rehabilita- 
tion, we have some items that we use, but they are not in good enough 
condition to use directly without rehabilitating them. So instead of 
asking for almost twice that sum of money for new items, we are asking 
for one-half of the money so that we can rehabilitate the old items and 
use them and thereby save the Government some $15 million or more. 

Mr. SHepparpD. I wish at this point in the record you would give 
us a summarization of the tables I have just indicated to you, in major 
categories exclusively, and instead of numerals, use the dollar i 
to clarify it. 

(The information is as follows:) 


SHopPING List FOR SHIPBOARD COMPONENTS, 
7A, Fiscan YEAR 1957 


SHIps AND FaciILitigs, Navy, 
BupGet AcTIVITY 


Summary of material requirements 





| 


Standard 
items 


| Protot ypes | 

| Nonstand-| for test 
ard items | and fleet | 
| evaluation | 


Special en- 
gineering 
projects 


Major categories 


$796, 693 
1, 550, 000 
5, 609, 393 
4, 749, 385 


519, 030 





Special submarine epee pinhead’ 
Small boats. - -- : 
Special minesweeping gear. 
Galley, laundry, printing and hull 
Replen ishment and special w areene omer 
ment _- 424, 030 | 
Steam turbines and gesrs.______- . 2 OS CH. IO. ek 2, 913, 650 
Internal combustion engines___- bib eaias Shes hee 30, : ‘ 330, 000 
Piping systems and machine tools 2, 033, 741 2, 097, 741 
Refrigeration, ventilation and (eames 
equipment | 
Gas turbines - - 
Boilers, combustion equipme nt, and heat 
exchangers , : 
Propellers and shafting-- 
Submarine battery eleme nts and electrical | 
equipment - - 
Fire control 
equipment. 
Welding and foundry equipment | 
AW and BW countermeasures equipment_| 
Nuclear powerplant equipment 


$91, 693 | , 000 | 
91,000 |........--.. . 9,000 | 
764, 393 | 2,110,000 | 


2, 067,185 | 2, 522, 200 | "125, 000 | 


5, 191, 788 
2, 539, 175 


341, 950 
691, 450 


7, 215, 668 


221, 950 |__- t 
376, 450 |__- 315, 000 
460, 000 


431, 700 


6, 180, 668 


3, 697, 929 

382, 633 
5, 991, 440 
sy eet 


575, 000 


and intercommunication 


, 165, 800 | 5, 548, 554 
396, 913 
7, 633, 510 
1, 909, 100 








NE fret ke Socvee wees J 


Reserve fleet modernization 


Grand total 
Reimbursement advance 


Appropriated funds requested 





32, 337, 650 | 


~ 50,034, 000 
_2, 000, 000 000 











52, 034, 000 
23, 386, 000 


28, 648, 000 


Mr. Ostertac. Admiral, let me see if I have this part of the picture 


clear. 


This is budget activity No. 


Rehabilitation of Maintenance Material.’ 


head of “Ships and Facilities” 


7 entitled ‘“‘Procurement and 


This comes under the 


under which we have considerable 


repair schedules and considerable ship alterations and improvements. 
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Am I correct when I say this $49,413,000 requested here is for 
component parts and spare parts for ships other than part of the 
stockpile, for the ordinary servicing parts for ships in the active 
service? 

Admiral Mumma. That is correct, Mr. Ostertag, for component 
parts. 

Mr. Ostrertac. In other words, the repairing that is more or less 
an overall job of repairing is done and the parts in stock do not have 
any relationship to it? 

Admiral Mumma. This is our stockroom. 

Mr. OstertaG. This is your stockroom? 

Admiral Mumma. Yes, sir. 

Mr. OsrertaGc. Suppose a ship needs to be repaired and some of 
the stock is aboard which are component parts of that job, are they 
used in connection with that repair job? 

Admiral Mumma. The ship only carries a small percentage of the 
parts on board; it does not carry any of these major components and 
spares, but only carries a few vacuum tubes, wearing rings for pumps, 
and so forth. Those major stock items are carried ashore, or in 
tenders and used as they are needed by the ships afloat. 

Mr. OstertaG. Is a ship in the reserve fleet stocked similarly to 
that of a ship in active duty? 

Admiral Mumma. Not separately. When these ships go into 
reserve, most of those stock items are turned into stores so that, in 
large amount, the bulk stores, which are consumables, are removed 
and put in the store and the ship is reoutfitted when it goes to sea 
again with a new outfit. 

Mr. OstertaG. Am I correct in the figure that your current inven- 
tory is approximately $917 million? 

Admiral Mumma. That is correct. 

Mr. OstertTaG. What is the average rate of obsolescence in con- 
nection with this program? 

Admira! Mumma. During 1955, we disposed of some $74 million. 

Mr. OstertTaG. Would that be an average annual figure or rate 
of obsolescence? 

Admiral Mumma. So far this year, we have disposed of some $30 
million in the first 6 months of this year. So that I would assume 
it is something of that order of magnitude. 

Mr. OstertTaG. It does vary, of course? 

Admiral Mumma. Yes, sir; it goes up and down depending upon 
the rate of obsolescence of the material. 

Mr. OstertaG. Is this $917 million figure a normal average figure 
of your required inventory? 

Admiral Mumma. No, sir; it is coming down. As you see in the 
last 3 years, in the figures we gave, this is gradually coming down 
even though we are trying to put new equipment in as the old 
material goes out. 





Military support at naval shipyards.- -- 


| Fleet shore activities 
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FLeet Support FAci.ities 


BupGet Activity No. 8.—Fleet support facilities 


Project 


Other shore stations__.--._--_______- 
Major maintenance, improvements and | 
replacement to plant at shore activi- 

ties ._- 
Advanced bases - ia 
Harbor defense - 
Industrial mobilization. 
Inspection testing 
Standardization 
Ships equipment for training ashore--_- 





Total obligations payable from | 





appropriated funds__._.---.---- 


Fiscal year 
1955 actual 


$21, 309, 071 
20, 912, 77 


776 


30, 306, 306 


15, 042, 522 
77, 604 

2, 733, 900 
6, 193, 554 
7, 866, 798 
1, 192, 225 


3, 243, 968 | 


109, 278, 724 


| 
| 





Fiscal year 
1956 esti- 
mate 


$21, 628, 000 | 
22, 118, 000 
37, 223, 000 


13, 450, 000 
253, 000 
3, 452, 000 | 
4, 323, 000 | 
8, 267, 000 | 
2, 309, 000 
2, 973, 000 


115, 987, 000 


Fiseal year 
1957 esti- 
mate 


$21, 105, 000 
22, 647, 000 
37, 491, 000 


13, 675, 000 
500, 000 

1, 500, 000 
5, 829, 000 
7, 839, 000 
2, 694, 000 


3, 546, 000 


116, 826, 000 





Increase 
(+) or de- 
crease (—), 
difference 
1957 com- 
pared with 

1956 


—$523, 000 
+529, 000 
+268, 000 


+225, 000 
+247, 000 
—1, 952, 000 
+1, 506, 000 
—428, 000 
+394, 000 
+573, 000 


+839, 000 





Norte.—In the following table the project amounts for 1955 and 1956 have been adjusted for compara- 
bility with the 1957 estimate, which includes increases for extension of the naval stock fund. 


Mr. 


“Fleet support facilities” 





i 
| Military support at maval — 
yards___. : 
Other shore stations_ 
| Fleet shore activities _--- : 
|} Major maintenance, improve- 
ments and replacement to plant 
at shore activities_- 
Advanced bases_- 
Harbor defense - 13 
| Industrial mobilization _- 
Inspection testing -_- 
| Standardization_ 
| Ships equipment for 


training | 
ashore Las: 





$21, 309, 071 
21, 662, 776 
32, 906, 306 





16, 042, 522 | 
477, 604 | 


2, 733, 900 


6, 193, 554 | 
7, 866, 798 | 


1, 192, 225 


3, 543, 968 | 


113, 928, 724 | 


$21, 628, 
22, 868, 000 
39, 823, 000 


253, 000 

3, 452, 000 
4, 323, 000 
8, 267, 000 
2, 300, 000 

| 


3, 273, 000 


120, 637, 000 





SHEPPARD. 


Pick up the next item, 
reflected on page 34 of the justifications, 


budget 


$21, 105, 000 
22, 647, 000 
37, 491, 000 


7, 839, 000 
2, 694, 000 


3, 546, 000 


116, 826, 000 





activity 


Increase 
(+) or de- 
crease (—), 
difference 
1957 con- 
pared with 
1956 


1, 952, 000 
+1, 506, 000 
—428, 000 
+394, 000 
+273, 000 


—3, 811, 000 


No. 8 


made up of 10 subheads. 

Your actual appropriation for fiscal 19 
$109,278,724; your 1956 estimate is $115, 
estimate is $116,826,000. 


5 is reflected as being 
7,000, and your 1957 


5 
98 


MILITARY SUPPORT AT NAVAL SHIPYARDS 


Mr. SHEeppArD. With reference to project 8A ‘Military support at 
naval shipyards,’’ what is the level of activity in this project com- 
pared to that in the fiscal year 1956? 

Admiral Mumma. It is a slight decrease. It represents a decrease 


of $523,000, which is an attempt within our own Naval Establishment 
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to purify the charges to insure that we do not charge additional items 
to military support; that we extract these items, where we can, and 
charge them where they belong. 

Of course this is one of those areas where you cannot make too 
radical a change; but there is some saving indicated in this area. 


OTHER SHORE STATIONS 


Mr. SHepparD. With reference to item 8B “Other shore stations,” 
what is the reason for the increase in this item over that in fiseal year 
1956? 

Admiral Mumma. Actually that does turn out to be a decrease. 

Mr. SHepparD. By what method of procedure? 

Admiral Mumma. The $221,000 decrease over the previous fiscal 
year is because we have transferred certain procurement responsibili- 
ties to other appropriations, and we have therefore reduced the neces- 
sity for funding some inspectors’ jobs at various naval activities. 
Among those are inspectors of naval material, and of contracts, and 
other shipbuilding programs properly carry these charges now, rather 
than as last year. 

FLEET SHORE ACTIVITIES 


Mr. SHEPPARD. Pick up the next item, 8C ‘Fleet shore activities.” 
What is the extent of the additional responsibility assumed by the 
Bureau at the activity at Sasebo, Japan, for example? 

Admiral Mumma. During 1956, because of the Army’s leaving 
Sasebo, the Bureau of Ships had to pick up maintenance and operation 


of dé :pendent housing, BOQ’s, warehouse, fire-fighting equipment and 
additional utilities required in connection with the new structure. 
These items increased operation costs by $170,000. 


MAJOR MAINTENANCE, IMPROVEMENTS AND REPLACEMENT TO PLANT 
AT SHORE ACTIVITIES 


Mr. SuepparD. With reference to project 8D “‘Major maintenance, 
improvements and replacement to plant at shore activities,’ what is 
the program under this item for fiscal year 1957, and what is the 
reason for the increase over fiscal 1956? 

Admiral Mumma. In this item there is a decrease actually of 
approximately $775,000, and it is primarily in two categories 
“Bureau managed establishments,” and “Fleet shore activities.” It 
is $434,000 in bureau managed establishments and $341,000 in fleet 
shore activities. 

Mr. SuepparpD. What is the status of the overall requirements in 
this field of operation? 

Admiral Mumma. These funds are barely sufficient to meet these 
requirements. We are actually operating on a rather austere basis. 
We have responsibility for maintaining this large Shore Establishment 
all over the world in many areas. Most of them are pretty old 
buildings and some are very badly obslete temporary structures; so 
that this major maintenance, improvement and replacement area is 
one that requires a considerable amount of funding. 

I might mention that our total plant account is something of the 
order of $1.7 billion as of the moment. 
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Mr. SuHepparp. In other words, what you are telling us here is that 
you do have an accumulated backlog of maintenance in this item; is 
that correct? ; 

Admiral Mumma. That is correct. It is rather large in almost all 
establishments. In shipyards the exceedingly large items are funded 
in the military construction program; but in smaller areas they are 
so multitudinous and so small that they just cannot fight their way to 
the top in the military construction program. So a large number of 
them land in this area. We cannot do very much about it. 

Mr. SHepparp. Have you transferred any funds from this item to 
other activities within this appropriation item? 

Admiral Mumma. I believe there was retained in the reserve some 
$2 million last year. I do not know what final disposition has been 
made of those funds. 

Mr. Suepparp. If you have the $2 million, could you properly and 
adequately expend it in the current fiscal year? 

Admiral Mumma. Yes, sir, I think we could. Again, it is rather 
late in the year to pick up any sum of that amount. 

Mr. SHeprarD. Admiral Smith, how did this one happen to get in 
the reserve? 

Admiral Smirn. I am not aware there is any fleet shore sum in 
reserve in this activity. 

Admiral Mumma. I think that was a Bureau of the Budget action. 

Admiral Smitu. I mean I am not aware that within this activity 
there is any particular sum placed in reserve. 

Admiral Mumma. I do not think it is tabbed as such. 

Admiral Sarru. I can supply it for the record, but I am not aware 
of it at the moment. 

Mr. SHepparp. There was a total appropriation which would have 
given you $2 million more than you had available for expenditure in 
this field in your last year’s budget; is that correct? 

Admiral Mumma. Yes. You might say the ‘Fleet support facili- 
ties” is an area where there is a considerable amount of reserve. That 
is in budget activity No. 8. 

Of course the fleet shore activities and this area of fleet shore 
facilities in major maintenance, improvements and replacements 
would be lumped together for that purpose as regards utilization 
of the fund. 

Mr. SHEPPARD. Irrespective of whether it is lumped together, 
segregated, or what not, there is $2 million differential here that was 
originally a part of your appropriation for a purpose. Some of it 
was in shore activities; is that correct. 

Admiral Mumma. That is correct. 

Mr. SHEPPARD. And some was in major maintenance and replace- 
ment of shore activities; is that also correct? 

Admiral Mumma. I believe so. 

Mr. SHepparpD. Now where is that $2 million at the present time. 
That is what I want to know. 

Admiral Mumma. It is a part of the Bureau of the Budget reserve 
I believe, sir. 

Mr. SHepparpD. Admiral Smith, is that correct or incorrect? 

Admiral Smiru. I am sorry; I have not the information with me. 

Mr. SuHepparp. I wish you would get the information from whatever 
source is necessary and insert it in the record at this point. 
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Admiral Samira. Yes, sir. 
(The information referred to is as follows:) 


STATEMENT With ReGarRp To $2 MILLION IN RESERVE AGAINST PROJECT SD 
OF THE APPROPRIATION, “SHIPS AND FACILITIES’ ENTITLED “Masor Maln- 
TENANCE IMPROVEMENTS AND REPLACEMENTS TO PLANT aT SHORE AcTIVI- 
TIES” 


Admiral Mumma stated in his testimony on March 12, 1956, that there was 
approximately $2 million in Bureau of the Budget reserve against the subject 
project. A review of the present apportionment to the appropriation ‘Ships 
and facilities’’ shows that there is at present $27,674,447 in BuBud reserve. 

It should be explained that this reserve is subject to further reapportionment 
request and approval by the Bureau of the Budget upon the presentation by the 
Bureau of Ships of program requirements justified by present rate of obligations, 
present prices and prospective load for the remainder of the year against the 
amount in reserve. At present, the Bureau of Ships is preparing just such a 
reapportionment request for forwarding to the Bureau of the Budget. As an 
indicator of the probable action of the Bureau of the Budget, it may be pointed 
out that in the green sheets, pages N-1l1l—4, of the appropriation “Ships and 
facilities,’ there is shown “unobligated balance no longer available, fiscal year 
1956, $6,567,000.”" It is thus shown that the Bureau of the Budget estimated 
at the time of preparation of the budget that the Bureau of Ships would justify 
the reapportionment of all funds except that amount prior to the close of the 
year’s business. 

Speaking specifically then to the $2 million, it must be explained that this is 
the amount of the $27.6 million now in BuBud reserve, which the Bureau of Ships 
has placed as a reserve against project 8D. This is consistent with the Bureau’s 
usual policy of splitting up the total sum of BuBud reserve against the various 
activities of a particular appropriation in order that their financial plan (as 
opposed to their fiscal year program) will always indicate currently the amount of 
money already apportioned and available for obligation. Since the Bureau of 
the Budget does not apportion to specific projects but only a lump sum to a total 
appropriation, the breakout against appropriation activities to keep a current 
financial plan is, in fact, within the determination of the bureau involved with 
the approval of the C omptroller of the Navy. 

It must be emphasized, therefore, that the $2 million mentioned by Admiral 
Mumma is, in fact, available to him upon the presentation of reapportionment 
request amply justified to budget analyst in the course of review prior to approval 
by the Bureau of the Budget. There are still 4 months of the year remaining in 
which this action may be taken. 


ADVANCED BASES 


Mr. SHEepparD. Pick up the next item, 8D “Advanced bases.” | 
understand you have recently revalued the requirements of this pro- 
gram. Please tell the committee the results of this reevaluation. 

Admiral Mumma. A recent review by the Chief of Naval Operations 
has made necessary the use of additional procurements in order to 
support the mobilization forces. This estimated cost is approximately 
$13 million, but this is not included in these funds here requested. 

Mr. SuEPparp. What was the reason for the increase over last 
year? 

Admiral Mumma. I believe it can be accounted for by the cycle of 
preservation of material that was instituted in connection with this 
program. 

Mr. SHEPPARD. Just where do you plan to obligate these funds and 
what is the general outlook for that obligational procedure in the 
fiscal year 1958? 

Admiral Mumma. We plan to obligate them in the areas of assembly 
of material, $95,000; rehabilitation of material, machine tools, mine- 
sweepers, and so forth, $107,000; maintenance of material in store, 
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$98,000; preservation of material I previously mentioned, $135,000; 
and then construction of shelters for boats, $65,000—a totai of 
$500,000. 


HARBOR DEFENSE 


Mr. Suepparp. Under project 8F “Harbor defense,’ will you 
explain to the committee just what the present status of the program 
is and what your long-range requirements are anticipated to be? 

Admiral Mumma. In the harbor defense program, we are only pro- 
viding the major nonrecurring maintenance at existing installations. 
The funds in 1957 are intended to provide only some very urgently 
needed boats. 

INDUSTRIAL MOBILIZATION 


Mr. SHepparp. Under item 8G “Industrial mobilization,” what is 
the reason for the increase in this activity? 

Admiral Mumma. The primary reason is reflected in an increase in 
reserve plants from fiscal 1956 of $3,311,000, to a 1957 total of $4,- 
728,000—an increase of $1,417,000. This is partially compensated for 
by a decrease in the machine tool and industrial equipment area of 
$376,000 comparing the 2 years, and a corresponding increase of 
$465,000 in industry preparedness measures. 

Those are made up of such things as conservation of critical mate- 
rials; studies of new methods of construction of submarines; mecha- 
nized production of certain electronic assemblies, and some production 
data packaging for certain types of electronic equipment that are 
not in current production by any large number of contractors. These 
are items to permit the broadening of the mobilization base—a rela- 
tively small investment, but having a potential value of great 
magnitude. 

Mr. SHerparp. In other words, the adequacy of your present 
mobilization base is not quite what you would like to have, and that 
why you are using the funds you have just referred to to broaden 

- is that correct? 

yore" Mumma. That is correct. 

Mr. SHepparp. To what extent have you coordinated this base 
with the Maritime Administration? 

Admiral Mumma. We have a cross-reference system with the 
Maritime Administration and, as you know, a recent agreement has 
been reached between the Maritime Administration, the Department 
of Commerce and the Department of Defense setting up the organiza- 
tional structure for the coordination of shipbuilding, conversion, and 
repair in case of wartime, so that this mobilization cooperation is 
assured in the future as well as now. It is currently operating very, 
very well. 

Mr. SHEPPARD. Can you tell us what extent the actual use of the 
facilities at the present time may be? 

Admiral Mumma. Of the total departmental reserve plants num- 
bering 94, 43 of them have been sold, 34 are leased, 11 are partially 
leased, 2 are in Government use, and 4 are idle. That brings the 
total to 94. 

Mr. SHEPPARD. Why do we find four of them idle? 

Admiral Mumma. There is no current peacetime use for those 
facilities. 
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Mr. SuHepparpD. I presume when you go into any expansion program 
of any character, obviously you would survey the adaptability of the 
four plants presently standing idle before projecting any operation of 
expansion; would you not? 

Admiral Mumma. Yes, sir; by all means. 

Mr. SHEPPARD. Do you have any applications for use of facilities 
or tools which you have not approved, or have not been able to 
fill? 

Admiral Mumma. We have some and the reasons for it are that the 
companies have not been able to meet the Navy’s requirements for 
providing the use of Government equipment, or to meet the rules 
that provide for the use of Government facilities for commercial 
concerns. Then, in other cases, we just do not have the equipment 
available. 

Mr. SHepparD. What is the extent and what is the use of the rental 
funds you receive from these facilities? 

Admiral Mumma. They go into the Treasury, Mr. Chairman. 
We have a plant rental income to the Treasury of $5,050,000; a 
machine-tool rental income of $720,000 annually, and we receive the 
equivalent of about $3,500,000 in maintenance in kind. 

Mr. AnprEws. That is a total of about $9 million? 

Admiral Mumma. Yes; about $9 million. 

Mr. Anprews. What is the total investment? 

Admiral Mumma. I will supply that. 

(The information referred to is as follows:) 

The total investment in reserve plants and tools, including the departmental 
industrial equipment reserve is $488 million. 

Mr. SuHepparD. To what extent do you do advance planning for 
the construction of ships and how does that relate to industrial mobi- 
lization, and is the advance planning done in any other activity? 

Admiral Mumma. Yes, sir. The situation there is that in the con- 
struction of ships we do advance planning to the maximum degree to 
try and disperse the ships in the first place, in order to achieve addi- 
tional sources in case they are not currently available, and also to 
insure that the minimum cost, commensurate with those other two 
desires, ismet. [am sure you are familiar with our methods in general 
of awarding ships in various areas when needed, which is one way of 
insuring industrial preparedness of certain shipyards, as well as keeping 
the essential know-how in skilled major combatant building yards. 

Mr. SHepparpD. You have advance planning justified as a ship- 
building appropriation request? 

Admiral Mumma. Yes, sir. We do have a request for $1,300,000 
for advance planning for that purpose. 

Mr. SHepparD. What particular category of personnel handles 
that advance planning in your ship-construction program? Do you 
have people within your own organization, or is that let out by 
contract? 

Admiral Mumma. Usually we try to do it within our own organiza- 
tion; but where we find there are particular skills or facilities that are 
adaptable, we sometimes put that out on a contract basis. We prefer 
to do it within our own establishment if we can. 

Mr. SuHepparp. I think you are to be commended for that. 
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INSPECTION TESTING 


Pick up the next item, project 8H, having to do with inspection 
testing. What is the situation pertaining to that operation, briefly? 

Admiral Mumma. This item is budgeted for a request of $7,839,000 
in fiscal year 1957 as contrasted to a request of $8,267,000 in fiscal 
1956. This is where we expect some reduction in fund requirements 
because of our contract inspection testing load being somewhat less 
than last year—a reduction of $428,000. 


STANDARDIZATION 


Mr. SHepparp. In the item 8I, “Standardization,’”’ what is the 
present status of the standardization program and what is the reason 
for the increase over last year? 

Admiral Mumma. There has been a considerable amount of em- 
phasis placed on the standardization program by the Department of 
Defense and additional funds are being programed for the purpose of 
insuring completion of that program in a reasonable period of time. 
Our participation has been rather high, as a matter of fact, in previous 
years, so that the increase is not very great for us—approximately 
$394,000. 


SHIPS EQUIPMENT FOR TRAINING ASHORE 


Mr. Suepparp. With reference to item 8J “Ships equipment for 
training ashore,’’ what is the reason for this project reflecting an 
increase? 

Admiral Mumma. This equipment is the kind of equipment that is 
required for special training ashore, not only of the Regular Navy, 
but also of the Naval Reserve, and the procurement and installation 
of this type of equipment is broken down into general equipment for 
Regular Navy, and for electronic equipment for the Regular Navy, 
and for the same two categories for the Naval Reserve. In those 
four categories, we have an increase for Regular Navy training 
facilities from 1956 to 1957 from $968,000 to $1,493,000 in 1957—an 
increase of $525,000. There is a corresponding decrease in the elec- 
tronics equipment installation from $1,178,000 to $784,000 in 1957. 
That decrease is attributable to catching up on the program of installa- 
tion of equipment that was bought during the Korean emergency and 
has now been installed, and this program is tapering off at the present 
time. 

In the Reserve area, there is an increase for general equipment 
from $118,000 to $342,000—an increase of $224,000—due primarily 
to the emphasis on modern equipment in Naval Reserve training 
facilities. The electronic equipment of the Naval Reserve is falling 
off somewhat but not very radically, from $709,000 to $627,000. 

The total program, therefore, is a slight decrease over last year to 
about the level of the 1955 activity. 

Mr. Sueprarp. Are there any questions upon this budget activity? 


MAJOR MAINTENANCE AT SHORE ACTIVITIES 
Mr. WicGLteswortnu. This budget activity as a whole, as I under- 


stand it, reflects an apparent increase of $839,000; but, on a com- 
parable basis, in reality reflects a decrease of $3,811,000? 
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Admiral Mumma. That is correct. It is an overall decrease on 
comparable figures. 

Mr. Wiccieswortu. There are, however, four items of increase. 
The first is in item 8E, for advance bases where, on a comparable basis, 
the request is $500,000 compared to $253,000, or an increase of 
$247,000. I did not understand just what that represents. Is that 
for more advance bases? 

Admiral Mumma. No, sir; that is no change in the number of ad- 
vance bases. It is just an increase in the program from $253,000 to 
$500,000 for an increase in the cyclic preservation of the material at 
those bases. As you know, the preservation of material is particu- 
larly a problem at ‘advance bases, due to the weather and the difficulty 
of keeping them away from humid, hot areas, and they require more 
frequent and more extensive preservation measures. 


ADVANCED BASE PROJECT 


Mr. Wicateswortu. I notice the justifications state that— 


The advanced base project is to provide a stockpile of critical equipment which 
would be urgently required on the occasion of outbreak of war and accordingly 
must be immediately available for shipment overseas when required. 

Is this sum wholly for preservation? 

Admiral Mumma. Yes, it is primarily preservation of this kind of 
material which is stockpiled. 


INDUSTRIAL MOBILIZATION 


Mr. Surepparp. The second item of increase is for industrial 
mobilization from $4,323,000 to $5,829,000, or an increase of 
$1,506,000, or 33 percent. I had assumed we had this pretty well in 
hand. 

Admiral Mumma. That is fundamental in one area. The majority 
of that increase is in the reserve plant area. An example of that is 
capital maintenance has increased. The actual 1955 figure was 
$2,080,000. It dropped in 1956 to only $817,000, and we are request- 
ing for 1957 about halfway between those two figures, or $1,470,000. 

Tt is also made up of approximately a level load of normal mainte- 
nance and security of approximately $2 million. 

There is an increase in engineering services, due to the resurvey 
of capacity of the reserve plants, which is an increase from $ $50,000 
last year to $298,000 this year. 

Then the tool testing and repair program did not appear at all last 
year. That has been directed by the Secretary of Defense in the 
amount of $290,000. 

Then there are additional items that did not appear in the last 
year’s program of the Master Shore Station Development Board 
to the value of $75,000; packing, handling, shipping and installing 
tools in the reserve plants, $31,: 250, and urgently required new facilities 
of only $206,000. That represents the bulk of that increase. 

Mr. WiceLteswortH. What are these new facilities, generally 
speaking? 

Admiral Mumma. It is primarily fire-fighting equipment. At 
Erie Forge, there was an installation of new ‘sprinkler system in the 
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Navy building, at a cost of $27,300. At the Navy industrial reserve 
shipyard at Kearny, there are 3 items of installation of sprinkler 
system in buildings Nos. 56, 100, and 101. 

Then there are 2 at Newport News Shipyard, Va.; 1 the cathodic 
protection of ship ways for $90,000 and 2 buildings, Nos. 522 and 257 
that require sprinkler systems. 

Mr. Wiceieswortu. A lot of this is really for maintenance and 
repairs; is it not? 

Admiral Mumma. No, sir. This is the protection of capital equip- 
ment by the installation of sprinkler systems. 

Mr. WicGLeswortH. You gave us an item of $1,470,000 for capital 
maintenance. 

Admiral Mumma. This is not included in that item. 

Mr. WiacLteswortu. That is the first item you gave me, $1,470,000 
capital maintenance, compared to $817,000 a year ago. 

Admiral Mumma. These are not capital maintenance; they are the 
installation of new sprinkler systems where no sprinkler systems now 
exist. 

STANDARDIZATION 


Mr. Wiacieswortn. The next item is 8-I, “Standardization,” 
which increases from $2,300,000 to $2,694,000—an increase of 
$394,000. That item seems to be increasing each year. What is the 
status of that work now? 

Admiral Mumma. That is an item that the Secretary of Defense 
has shown increased emphasis on in recent years, to insure that the 
three armed services do the maximum they can in improving their 
own standardization procedures between themselves, so that there is 
less duplication and a greater amount of standardization of common- 
use parts, components, and other equipment. 

Mr. WiaeieswortnH. What is the status of that work now? 

Admiral Mumma. I do not know that we will ever see an end of that 
program; but I would estimate progress in our own area at something 
like 50 percent of what we would like to be doing. 


SHIPS EQUIPMENT FOR TRAINING ASHORE 


Mr. Wice.LeswortH. Then there is an item for “Ships equipment 
for training ashore’ where there is an increase from $3.2 million to 
$3.5 million, or an increase of $273,000. I did not understand the 
basis for that increase. 

Admiral Mumma. That is primarily to permit our regular Navy 
Bluejackets to be adequately trained on new equipment, so that when 
they encounter this equipment aboard ship they will be prepared to 
repair and maintain it. It also is fundamental training for Naval 
Reserve components to insure that they know what the equipment is 
that they are going to encounter aboard ship. 

Mr. WicGLeswortH. You gave the chairman a breakdown of the 
first item in which there is a reflected increase of something over 
$500,000. What was that item? 

Admiral Mumma. Some of that equipment, I believe, is going to be 
in the category of nuclear training. As a matter of fact, we have had 
a request in recent weeks for a great increase in the nuclear training 
program for enlisted personnel. 
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Mr. Wiae.teswortnH. Will you furnish the committee with some 
kind of a breakdown or shopping list of what that item includes? 

Admiral Mumma. Yes, sir. I have a list of that type here. 

(The information referred to is as follows:) 


BupGEt Activity 8, FLEET Support FAci.itiEs—PRoOJEcT 8J: Sarps EQUIPMENT 
FOR TRAINING ASHORE 


SuBpROJECT 74.— Procurement, installation, and maintenance of general equipment 
Regular Navy training facilities 


SUMMARY TARLE 


Increase 
(+) or de- 
crease (—) 


1956 esti- 1957 esti- 


| 955 ac 
1955 actual mate mate 


1. Procurement of equipment $597, 861 $300,000 | $562,000 | +$262, 000 
2. Installation, reinstallation, and removal of equip- 

ment for training. -~.- al 289, 000 60, 000 | 141, 000 | +81, 000 
3. Repair, modification, and sectionalizing equipment 

for training__ 184, 000 | 110, 000 | 155, 500 | +45, 500 


4. Construction and repair of ship compartment 
mockups, simulated ship structures, and fire- | 
fighting structures. adien eee 105, 000 250, 000 308, 500 +58, 500 





5. Motion-picture production, training films ‘ 246, 000 198, 000 256, 000 | +58, 000 
6. Construction repair and exhibition of ship models. -. | 41, 573 50, 000 | 70, 000° +20, 000 
Subtotal. - ---- pei sius 1, 463, 434 968, 000 1 493, 000° | +525, 000 
Adjustment for new NSA items_. " . (75, 000) | (75, 000)) 75, 000 0 
Total subproject 74_......-- gags Seether “1, 538, 434 |! L “043, 000 1, 568,000 | +525, 000 








1955 actual | 1956 estimate | 1957 estimate 


1, Procurement of equipment: 


(a) New design equipment_-. ad ~ $231, 000 | $142, 000 $130, 500 
(b) Shipboard-type equipment to support simulated | 
trainers - --- Siete certices Wi eal oe tie Sc : 115, 000 
(c) Replacement of wornout and obsolete equipment | 282, 000 158, 000 316, 500 
(d) Replacement of expendable items and items of high 
IN tat Go plegee watenen eben desde Ed basen exe] BOE bitiaciessenies 
Total, procurement of equipment _| 597, 861 300, 000 562, 000 
. Installation, reinstallation, and removal of equipment for 
training: | 
(a) Installation of new design equipment (item 1 (a)- 
44 of equipment available for installation) - Al NE oa Succes 15, 000 
(6) Installation of new design equipment procured in 
previous years. . - _- cis asa ea a Ph aot oa ae 43, 000 10, 000 20, 000 
(c) Installation of item 1 Mee PPS 10 she tow hah cub lc. ed 30, 000 
(d) Installation of equipment to replace wornout and | 
obsolete equipment.__-- 72, 000 | 50, 000 | 45, 000 
(e) Reinstallation of equipment and removal of equip- | | 
ey re : a aos nis satin 31, 000 
(f) Installation of equipment for activation of new | 
training facilities and expansion of schools (e so 
ment procured in previous years) .___-.--..------ Sead aatmebensdid etki 
Total, installation, reinstallation, and removal 
of equipment... _- 289, 000 60, 000 141, 000 
3. Repair, modification, and sectionalizing equipment “for 
training -__-- 184, 000 110, 000 155, 500 
4. Construction and repair. of ship compartment “mockups, 
simulated ship structures, and fire-fighting structures 105, 000 250, 000 308, 500 
5. Motion-picture production, training film -- iit e 246, 000 198, 000 256, 000 
6. Construction, repair, and exhibition of ship models__.._.__- 41, 573 50, 000 70, 000 
ON a de ee aac ial aaa 1, 463, 434 968, 000 1, 493, 000 
New NSA items. __- a — Se ‘ (75, 00) (75, 000) 75, 000 
Total, subproject 74............-_- celietaca igh) * 1 1, 538, 434 i 1, 043, 000 1, 568, 000 


Adjusted for comparability. 








INSPECTION TESTING 


Mr. WicGieswortn. Under your item 8H “Inspection testing,” 
can you give us a table that will show in dollars vour contract inspec- 
tion load and the average employment for 1955, 1956, and 1957, when 
you revise your remarks? 

Admiral Mumma. Yes, sir; although I can break it down somewhat 
for you right now, if you wish. 

Mr. Wiaeieswortn. All right. 

Admiral Mumma. In the contract inspection testing, there is a 
decrease from $2,360,000 to $2,054,000, which accounts for a $306,000 
decrease. 

Mr. WiecLteswortH. What is your average employment for the 2 
vears of the personnel doing that work? 

Admiral Mumma. Including the Navy industrial fund, there are 
1,136 in 1955; 1,062 in 1956, and 1,208 in 1957. 

Mr. WiaeLeswortH. Why do you need more personnel in 1957 for 
less workload? 

Admiral Mumma. There is some prior year money supporting those 
additional persons in there, Mr. Wigglesworth. 

Mr. WiecLeswortu. | still do not understand why you need 200 
more people for $360,000 less workload. 

Admiral Mumma. I think in order to clarify that, for your infor- 
mation, I had better break this figure down into the ones that are 
actually supported by this program, and that will clarify it. We will 
provide that information for you. 

(The information referred to is as follows:) 

In this program expenditures rather than obligations are the best basis for a 
comparison among fiscal years, due to the utilization of prior year money. Com- 
parative expenditures are: 1955, $7.6 million; 1956, $7.7 million; 1957, $8.5 


million. The $7,839,000 requested for fiscal year 1957 will support 1,056 man 
years. The remaining 142 man years will be paid from prior year funds. 


Mr. Wicc.Leswortu. | think that is all, Mr. Chairman. 


SOME OF FUNDS WITHHELD 


Mr. SHepParD. I note that as of December 31, 1955, that $66,716,- 
000 of your fiscal year 1956 funds were in a deferred status. Will you 
supply a breakdown of these funds by budget activity and the plan 
of the Navy to utilize them in the current fiscal year? 

Admiral Mumma. Yes, sir. 

(The information referred to is as follows:) 
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No. | Budget activity title Dec. 31, 1955 pas Some = 6 108 
———— Sscliiaaleadidhctncatdicapendppincitcsdhistniniihdaniamasainictiaaiads mie 
1 | Maintenance and operation of the active fleet... ...-_- 0 | 0 0 
2 Active fleet alterations and improvements---.-.---.----- 4, 738.000 | 1—4, 738, 000 0 
3 | Technical support programs........................... 5, 483, 000 1—R88, 000 4, 595, 000 
4 | Maintenance and preservation of reserve fleet - : 6, 219,000 | '—1, 175,000 5, 044, 000 
5 | Maintenance and operation of Naval Reserve training 
dia anal se die i cialecemntest nice aaieiniceaglnaatenti 1, 700, 000 1—306, 000 1, 394, 000 
GF I i oo nen ntths shanti a ticia wtiuitieitisiaate salah atlbeien 0 0 | 0 
7 | Procurement and rehabilitation of maintenance 
Hh SEE Getiectepciicvasddnhtocnabosediesdus ---| 29,122,000 !2—24,902,000 4, 220, 000 
8 | Fleet support facilities siceiiscac hewten Sn Lae 6, 896,000 | 1+-1, 901,000 8, 797, 000 
9 | Departmental administration._._-.-.---.------------- 647, 000 !— 135, 000 512, 000 
Mutual defense assistance reservation............-...- |} 11,841,709 | 3—8, 720, 262 3, 112, 447 
NE 6 cainati che Mian aida eat Rida bila anes 66, 646,709 | —38, 972, 262 § 27, 674, 447 


Funds released from reserve to finance increased cost of shipwork. 

2 $15 million of this amount transferred to ‘‘Emergency fund, Office of Secretary of Defense.”’ 

3’ Mutual defense assistance reservations transferred to other Bureaus. 

4 The Bureau of Ships has in preparation at this time (March) a request for release of approximately 
$18 million of the $27,674,447 to meet program requirements for the remainder of fiscal year 1956. 


DEPARTMENTAL ADMINISTRATION 


Bu DGET Activity No. 9.- “De partmental administration 





Increase 

(+-) or de- 

Menal vanr | F iseal year Fiscal year | crease (—), 

No. Project cand on 1956 esti- 1957 esti- difference 

— 3“ mate mate 1957 com- 

pared with 

| 1956 
9A | Personal services - - . ‘ $12, 098,616 | $13,055,000 | $13, 020,000 — $35, 000 
9B | Other costs. --- : a soeg eh, Beapeemeiiaaen ain cement 2, 645, 817 | 3, 303, 000 2, 304, 000 —¥99, O00 
Total obligations payable from | 

appropriated funds.............| 14,744,433 | 16, 358, 000 15, 324, 000 —1, 034, 000 


‘Mr.$ SHEPPARD. Next we will pick up bales activity No. 9 re Aevted 
on page 49 of the justifications entitled “Departmental administra- 
tion.’ 

The above table reflects an actual in 1955 of $14,744,433; estimated 
for 1956, $16,358,000, and your estimate for 1957 is $15,324,000. 
That reflects a decrease of $1,034,000. 

I wish you would explain for the committee and give us some idea 
of the nature of the increased workload and just where the proposed 
shift will take place. 

Admiral Mumma. The shift is almost entirely in reduced personnel 
in the departmental services. We have certain areas in which there 
is an increased workload, such as in electronics, nuclear propulsion, 
and guided missiles, but those must be compensated for by a decreased 
workload in some other area. And whereas the engineering effort is 
increasing, we are decreasing the personnel that are used in nonengi- 
neering functions, such as messengers, clerks, stenographers, typists, 
and other administrative personnel. 

Mr. WicGLeswortH. What is the net reduction in personnel? 

Admiral Mumma. Twenty-five personnel less in 1957 than in 1956. 

Mr. Wiacieswortu. What are the overall figures? 

Captain Burzynskt. 2,275 for 1957, as against 2,300 for 1956. 


CivitiaAN AND Miuirrary Empitoyment spy Area AND Activity 


Mr. WicGLeswortu. I assume the customary personnel tables will 
be inserted at this point in the record? 
Admiral Mumma. Yes, sir. 
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Average civilian employment by budget activity, construction of ships, Navy 


| 
| 
| 
| 
| 


| Increase (+) or 
decrease (—), 












































Fiscal year 1955 | Fiscal year 1956 | | Fiscal year 1957 
| aes ; > difference 
(actual) (estimated) (estimated) | (budget year- 
| current year) 
Man-| Obliga- | Man- Obliga- |Man- Obliga- Man-| Obliga- 
years tions | years tions years tions | years} tions 
| | | 
1 | 2 3 4 | 5 | 6 7 8 9 
Total employment-.--.---.------- 676, $3, 407, 481| 479) 82, 574, 000 400 $2, 134, 200) —79 —$439, 800 
1. By source of funds....-- 676 a "407, 481 479) 2, 574, 000) 400 2, 134, 200 —79| —439, 800 
Current-year funds. - -- 387 1, 866, 333) 7 ball acne instante Riodveleane 
Prior-year funds_ -_---- 289; 1, 541, 7 479) 2, 574, 000! 400) 2, 134, 200} —79} —439, 800 
Reimbursements..---- spncthendagh chan | Cae chan oS: 5 aa 
II. By ceiling control_.....-.- 676, 3, 407, 481 7) 2, 574, 000) as 134, 200, —79, —439, 800 
(a) Under own ceiling 
control. __-- 675 3,402, 461 478 2,569,000) 399) 2,129,200} —79| —439, 800 
(6) Under other ceiling | 
control. ; 1 5, 020 1 5, 000 1 5, 000}. .....! 
III. By employment group.......|  676| 3,407, 481 | 479 000; 400, 2, 134, ¢, 200) 79) — 439, 8 ‘800 
(a) Graded (ereded | 
Ge)... 461, 2,391,417 383) 2, 146, 700 306 1,716,300; —77; —430, 400 
(b) Ungraded_-------- 215) 1,016, 064 96 427, 300 94 417, 900) —9, 400 


—2) 


Average civilian employment by budget activity, shipbuilding and conversion, Navy 

































































| Increase (+) or 
Fiscal year 1955 | Fiscal year 1956 Fiscal year 1957 ec ), 
(actual) (estimated) (estimated) (budget year- 
current year) 
Man-| Obliga- |Man-) Obliga- | Man-| Obliga- | Man-| Obliga- 
years tions years; tions years tions years tions 
| 
1 2 3 4] 5 ‘| 4 8 | 9 
oouw——————— a! Sg 
Total employment. --______- 5, 750|$28, 963, 198) 4, 881 $26, 138, 200 4, 888|$26, 238, 300 +7|+$105, 100 
I. By souree of funds._________- 5, 750| 28, 963, 198] 4, 881 2%, 133, 200] 4, 888| 26, 238, 300 oe +105, 100 
Current-year funds. - -- 1, 204| 6,251,480] 1,079) 6,028,100) 1,101} 6,223, 400 429 +195, 300 
Prior-year funds--______- -| 4, 546| 22, 711, 718| 3, 802) 20, 105, 100) 3,787) 20,014,900; —15| —90,200 
Reimbursements_____- DR a ee a Fal Setichcteedh AN Miese <lxtheceden aX 
——— —————— os — \= — Seeman: ff cneeleneeensanee ate — 
II. By ceiling control___________- | 5, 750 28, 963, 198) 4, es! 26, 133, 200 4, 888) 26, 238, 300 +7} +105, 100 
(a) Under own ceiling | 
I ic ace .| 4, 196) 22, 216, 682) 3, 239) 18, 614,000) 3, 246) 18, 719, 100 +7} +105, 100 
(6) Under other ceiling | 
control_-..----------| cs 554| 6, 746, 516) 1,642) 7,519, 200 1, 642) chee m shaeensall 
III. By employment group_____.. | 5, 750) 28, 963, 198] 4, 881| 26, 133, 200 4, 888| 26, 238, 300 +7] +105, 100 
(a) Graded (graded type)_| 3,653) 19,020,714) 3, 729 "20, 061, 400 3, 747| 20, 227,600; +18) +166, 200 
(6) Ungraded .___- | 2,097) 9,942,484) 1,152) 6,071, 800 6,010,700; -—11} —61, 100 
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CONSTRUCTION OF SHIPS, NAVY 
WITNESSES 


REAR ADM. ALBERT G. MUMMA, USN, CHIEF, BUREAU OF SHIPS 
ROBERT D. SIMMONS, ASSISTANT COMPTROLLER, BUREAU OF 
SHIPS 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


PROGRAM BY ACTIVITIES 








1, 1948 program... jens —$2, 667, 081 $5, 042, 744 | 
2. 1949 program... ___- ; REE Silas —1, 512,842 | 6, 482, 914 : 
3. 1950 program. —2, 804, 356 3, 856, 712 | $4, 000, 000 
4. 1951 program... . 13, 3, 524, 886 27, 617, 630 | 11, 000, 000 
Total obligations 6, 540, 607 43, 000, 000 ‘15, 000, 000 

FINANCING 
Unobligated balance brought forward | —10, 742, 548 | —61, 801,941 | —18, 801, 941 
Unobligated balance carried forward 61, 801,941 | 18, 801, 941 | ii 
Unobligated balance no longer available. - - X 3, 801, 941 
Appropriation . - wusres ‘ . --| 57, 600, 000 
Obligations by objecte 
Object classification 1955 actual | 1956 estimate | 1957 estimate 
DEPARTMENT OF THE NAVY 

Total number of permanent positions... -.._..........-.--..-- | 835 | 507 416 
Average number of all employees... -...........-.....---.-...-- 676 479 400 
Number of employees at end of year. ............-...-.......- 531 | 450 358 

Average salaries and grades: | a eae a 7 

General schedule grades: 

i es pls pet iennia $4, 417 $4, 760 $4, 759 
pS” eee eee Leanne eekabaaan GS-6.1 GS-6.1 | GS-6.1 


Ungraded positions: Average salary an ee ane +4, 315 | _¥, 458 $4, 456 


01 Personal services: 


| 
Permanent positions -__._. hoi ees ene $3, 286,274 | $2,473,600 $2, 064, 000 





Regular pay above 52-week base.........______- ee 12, 663 | ee ee 
ees OOS ID GOs nc ecccteccnavicscacuns 108, 544 90, 900 | 70, 200 
Total personal services................-...-.-.-----. 3,407,481 | 2, 574, 000 2, 134, 200 
Oe ne en cwewlemaibel bandon 107, 790 | 80, 000 70, 000 
03 Teemepeneetted OF CMTE... ...-26000----c0nneasese-ecn0n) 109, 648 | 150, 000 | 50, 000 
04 Communications services ..................-...- ae | 32, 841 | 30, 000 10, 000 
GS Bente qe en Served... .........._...................- 394 | 400 300 
06 Printing and reproduction. ---_-_- E j ‘ 25, 875 25, 637 9, 500 
07 Other contractual services - - ‘ ; : 1, 455, 962 18, 000, 000 6, 000, 000 
08 Supplies and minerals ---_- a ; 235, 642 | 5, 251, 000 3, 042, 000 
09 Equipment- i = spate 942, 174 | 16, 698, 059 3, 500, 000 
13 Refunds, awards, and indemnities_.____- beet at 178, 715 | 178, 000 175, 000 
15 Taxes and assessments -.- sabes vane! 12, 309 | 10, 000 9, 000 
Total, Department of the Navy--.-- ros 6, 508, 831 | 42, 997, 096 15, 000, 000 


ALLOCATION TO THE DEPARTMENT OF THE ARMY 
07 Other contractual services... oan aad 31, 776 | 2, 904 


Total obligations ; =e in ae 6, 6, 540, 607, 43, 000, 000 15, 000, 000 
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Budget authorizations, expenditures and balances 


| 
1955 actual | 1956 estimate | 1957 estimate 


eligi il lee eee i ce 


| 
BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation : .| $57,600,000 |. 
Balance brought forward (appropriations and reimbursements 
earned): 
Unobligated - - _- 


| cf we 
| | 
' 
10, 742, 548 $61, 801, 941 $18, 801, 941 




















Obligated_- os ' _u-------------| 87,404,606 | 44, 796, 312 62, 796, 312 
Total budget authorizations available - -- ; .| 155, 747,154 | 106, 508, 253 81, 598, 253 
EXPENDITURES AND BALANCES Fa 
| j 
Expenditures: 
Out of current authorizations. .........----- \ 'p «aieenenien dbGnha = 
Out of prior authorizations.._..........-.--- i j 49, 148, 901 \ 25, 000, 000 32, 000, 000 
Total expenditures_-____- ; ape a | 49,148,901 | 25,000,000 32, 000, 000 
Balance carried forward (appropriations and reimbursements | 
earned): 
Unobligated. -......-.---- ‘ i. GL; S0L O41 | 38,901, O41 | ..........--... 
Obligated _- , ‘ 44,796,312 | 62, 796,312 45, 796, 312 
Unobligated balance no longer available (expiring for | 
SR ee ee ee Sis eiiica asian ae ataiectne diate mee Se aa etactiies ae 3, 801, 941 
Total expenditures and balances----....---.-.---.-- 4 155, 747, 154 106, 598, 253 81, 598, 253 


OBLIGATIONS, EXPENDITURES, NEW OBLIGATIONAL AUTHORITY, AND 
Casu Status 


Mr. SHEPPARD. I wish you would insert a similar table to that on 
page 661 of last year’s hearings. 

Admiral Mumma. Yes, sir. 

(The table referred to is as follows:) 


i 
% 
5 
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Summary of new obligational authority by budget activity 


} | 
| | 



































| | 
New | Approved | Proposed | 9 
authority | pico) wear | Fi ear, authority |new author- Revised 
No. Activity prior to F i oo through ity for fi _ 
| fiscal year | _ . | fiseal year | fiscal year — P heal 
1955 1956 1957 = 
1 | 1948 program_. -| $325, 496, 692 —$6, 039, 000) +$308) $319, 458, 000 —$5, 406, 000! $314, 052, 000 
2 | 1949 program. .---| 216, 608,462) —4, 965, 000) —462) 211,703,000) —1, 531,588) 210, 171, 462 
3 | 1950 program. --| 161, 189, 000|/+-14, 551, 000) —8, 572,000} 167, 168,000, —6, 365, 000) 160, 803, 000 
4 | 1951 program._--_-- -| 490, 906, 846) 4-54, 053, noon +154) 544,960,000! —5, 125,462) 539, 834, 538 
Total obligational 
authority _....... .|1, 194, 261, 000|+-57, 600, 000! —8, 572, 000/1, 243, 289, 000; —18, Son a, 861, 000 
Construction of ships (liquidation of contract authorization), Navy 
CASH STATEMENT 
pclitlih dats maninttis orn ai . ined 
| Fiscal year | Fiscal year Fiscal year 
1955 1956 1957 
Unexpended cash, beginning of year--.-_ -- ins .---| $2,195, 739 0 0 
Add appropriation or estimate for year-_---. pone aot ienaches 0 0 0 
Total available for expenditure - - - - : ee i 2, 195, 739 0 0 
Deduct expenditures during the year - ----- ha a 2, 195. 739 0 0 
Unexpended cash, end of year. - -- Se eviscnapabababiiogs od 0 0 0 
STATEMENT OF UNFINANCED CONTRACT AUTHORIZATION 
Unfinanced contract authorization, beginning of year- ----- : $27, 000, 000 $27, 000, 000 $18, 428, 000 
Deduct cash to liquilate contract authorization -- 0 | 0 0 
Rescission pursuant to 1956 appropriation act_._....----..--- |-<---------- 8, 572, 000 18, 428, 000 
Unfinanced contract authorization, end of year. | 27,000,000! 18, 428, 000 0 
: | oy  LcecBvchapsteElecbsscessiectaer 
Construction of ships, Navy 
CASH STATEMENT 
Fiscal year | Fiscal year Fiscal year 
1955 1956 1957 
aT — a a ee ee ee ee 
Unexpended cash, beginning of year - - ---- . | $95,951,415 | $106, 598, 253 $81, 598, 253 
Add appropriation or estimate for year___----- acd casecncnst “Se teaeee 0 0 
Total available for expenditure.___--.----- bininninad a | 158,551,415 | 106, 598, 253 81, 598, 253 
Deduct expenditures during year. ------ pee Se Ped | 46, 953, 162 25, 000, 000 | 32, 000, 000 
Unexpended cash, end of year--....-.........-....-.-..- | 106,598,253 | 81, 598, 253 | 49, 598, 253 


LANGUAGE CHANGE 


Mr. SuHeprarp. We will also insert page 1 of the justifications in 
the record at this point. 
(The matter above referred to is as follows: ) 
JUSTIFICATION OF ESTIMATES FOR FISCAL YEAR 1957 
CONSTRUCTION OF SuHips, Navy 


EXPLANATION OF LANGUAGE CHANGES 


It is proposed that the following clause be added to the appropriation language: 

“Appropriations under this head shall not be available for obligation after 
June 30, 1957, or for expenditure after June 30, 1958, and any unexpended balance 
remaining therein on June 30, 1958, shall be disposed of pursuant to the provisions 
of the Surplus Fund-Certified Claims Act of 1949 (31 U. 8. C. 712b).” 

This clause is necessary in order to close out the appropriation. All remaining 
work under this appropriation has been either completed or scheduled so as to 
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result in no additional requirements for obligational authority subsequent to 
June 30, 1957, and no expenditures subsequent to June 30, 1958, except for 
claims. 

Mr. SHEPPARD. Give us a brief explanation of the proposed language 
change. 

Admiral Mumma. We proposed a change in the language of the law 
primarily for the purpose of closing out this appropriation. We request 
the following clause be added to the appropriation language: 

Appropriations under this head shall not be available for obligation after 
June 30, 1957, or for expenditure after June 30, 1958, and any unexpended balance 


remaining therein on June 30, 1958, shall be disposed of pursuant to the provisions 
of the Surplus Fund Certified Claims Act of 1949 (31 U. 8. C. 712b). 


STATUS OF APPROPRIATION 


Mr. WicGLeswortH. What is the extent of the work actually ac- 
complished under this item, and what is remaining to be done? 

Admiral Mumma. I would like to show a chart that shows the status 
of this appropriation. 

As you can see, the unliquidated obligations are gradually decreasing 
to what we hope to be our zero target point at the end of 1958. 

There have been slight wiggles in this curve in recent years because 
of changes in ships that have resulted from corrections and deficiencies 
which have shown dips and increases. 

The process of closing out the obligations and the account is at a 
point now where we can see that by the end of 1957, if we cease 
obligations at that point and expenditures at the end of 1958, the 
appropriation will be quite smoothly phased out of existence. 

Mr. SuepparpD. As of December 31, 1955, $25,907,083 was unallo- 
cated or in the Bureau of the Budget reserve. Of approximately $50 
million apportioned through December 31 in 1955 only $12.3 million 
have been obligated. There may be potential savings here and I 
am wondering if you can tell me whether there are any? 

Admiral Mumma. There will be for the remainder of this year the 
the probability that we will need funds, possibly not of that order of 
magnitude but near it, for postdelivery, correction of deficiencies, and 
that kind of item. 

Some of these funds could be rescinded at this time if you desire 
us to do so. 

Mr. SHepparpD. Will you advise us for the record if that proposed 
reduction in contract authority will wind up this program? 

Admiral Mumma. Yes, sir. 

Mr. SuHepparpD. What funds presently could be rescinded? What 
amount? Have you that available at the moment? 

Admiral Mumma. Under tab 12—A there is an item of $8,572,000 
that was rescinded last vear. 

Mr. Stumons. We are offering up the remaining unfinanced con- 
tract authority of $18,428,000, reducing the unfinanced contract 
authority to zero in this budget. 

Mr. SHepparp. Is there any money outstanding that can be 
rescinded? 

Mr. Simmons. The Bureau of the Budget believed there should be 
$3,801,941, which appears on page N—12-2 of the green sheets under 
construction of ships, Navy, left for possible contingencies at the end 
of fiscal year 1957. They have put it under the line item of unobli- 
gated balances no longer available. 
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(Discussion held off the record.) 
Mr. Suepparp. We thank you very much for your presentation, 
gentlemen. 


Turspay, Marcu 13, 1956. 
PROCUREMENT OF ORDNANCE AND AMMUNITION, NAVY 
WITNESSES 
BUREAU OF ORDNANCE 


REAR ADM. FREDERIC 8S. WITHINGTON, USN, CHIEF, BUREAU OF 
ORDNANCE 

WILLIAM S. WILLIAMS, COMPTROLLER, BUREAU OF ORDNANCE 

CAPT. TYRELL D. JACOBS, USN, PROGRAM DIRECTOR, UNDER- 
WATER ORDNANCE, BUREAU OF ORDNANCE 

CAPT. GRISWOLD T. ATKINS, USN, PROGRAM DIRECTOR, AMMU- 
NITION, BUREAU OF ORDNANCE 

CAPT. UPTON S. BRADY, USN, PROGRAM DIRECTOR, GUIDED 
MISSILES, BUREAU OF ORDNANCE 

CAPT. FRANK L. PINNEY, USN, DIRECTOR, NUCLEAR APPLICATION, 
BUREAU OF ORDNANCE 

CAPT. GRANGE H. LAIRD, JR., USN, HEAD, FACILITIES AND EQUIP- 
MENT BRANCH, BUREAU OF ORDNANCE 


OFFICE OF COMPTROLLER 


HON. W. B. FRANKE, ASSISTANT SECRETARY OF THE NAVY FOR 
FINANCIAL MANAGEMENT 
REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 


Program and financing 


| 
| 1955 actual | 1956 estimate 1957 estimate 


nail 
PROGRAM BY ACTIVITIES | 


Direct obligations (volume of obligation for service account): 
Deer at) beh i ep de. ola nk | $127, 888,774 | $108, 150, 000 $111, 215, 000 











2. Ordnance equipment......_-____- , _..-----...| 24,332,850 | 13, 572, 000 22, 874, 000 
3. Ordnance guided missiles_-_- aI aed 71, 973,511 | 84,641. 000 _166, 911, 000 
Total direct obligations weet aden vac] ae 135, | 206, 363,000 | 300, 000, 000 
— ==> SS 
Reimbursable obligations (volume of obligations for other 
accounts): 
1, Ammunition.--...-.......-. ee eee ee 100, 000, 000 | 40, 000, 000 
2. Ordnance equipment... jMmcboddnn esate --| 31, 733,533 | 12, 000, 000 | 5, 000, 000 
3. Ordnance guided missiles ___------ ae soe ba pk -| 3,000,000 | 15, 000, 000 
Total reimbursable obligations - Fut + ‘i 89, 826, 804, 118, 000, 000 60, 000, 000 
Total obligations __- ; a ~ 313, 521, 939 | 321, 363,000 | — 360, 000, 000 
| 
FINANCING | | 
Comparative transfers from other accounts...........-......--|—313, 521, 939 | 7, GB7, O00 io wd - 5-4. 
Unobligated balance brought forward: | | 
Appropriations and reimbursements earned -. VAN Te 2 \ ...-----| 45,328, 438 
Anticipated reimbursements to be earned from “military 


assistance fund reservations- Lopes af ; __...| —25,752, 106 
U nobligated | peeeee transferred from ‘Ordnance and facili- 
ties, Navy” (anticipated reimbursements to be earned from 





milits ary assistance fund reservations) : alts aie eee ie —60, 752, 106 |. Sbbihbsdees 
Advances and reimbursements from other accounts. __- . — 103, 000, 000 | —60,000, 000 
Unobligated balance carried forward: 
Appropriations and reimbursements earned _. : 45, 328, 438 64, 328, 438 
Anticipated reimbursements to be earned in future years | 
from military assistance fund reservations... ..-..-.-...--| ---- oe ee 25, 752, 106 5, 752, 106 
Appropriation. -..........---- blll ues Lk. oi BOY 100008, 000 


Reappropriation_-_.- hd oa LES. ccs RAED. deal plied ial adietacleee ech | 50, 486, 438 atl late ites 








: 
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Obligations by objects 


Object classification 1955 actual 1956 est 


DEPARTMENT OF THE NAVY 


tal number of permanent positions $0. 001 $7. Le 
Average number of all employees 8, 782 7. 5m 
Number of employees at end of year 8, 091 5, S88 


\ verage Salaries and grades 
General schedule grades 


Average salary _- $4. 320 $4, 453 
A verage grade GS-44 GS-48 

Grades established by act of Aug. 1, 1947 (5 U.S. C. 476 
Average salary $14, 000 $14, 000 
Ungraded positions: Average salary $4, 154 $4, 193 

Personal service obligations 

Permanent positions $34. 976, 829 $31, 460, 140 
Regular pay above 52-week base 145, 132 130, 540 


Payment above basic rates____ i 1, 161, 057 1, 044, 320 


Total personal service obligations 





32, 635, 000 





Direct obligations (volume of obligations for service account 


01 Personal services ot ‘ 32, 221. 000 24. 090, 000 
03 Transportation of things i 8, O77, 666 8, 131, 000 
07 Other contractual services __- ; 3, 248, 930 3, 627, 500 
08 Supplies and materials_- 145, 095, 702 136, 313, 934 
09 Equipment. : 35, 304, 236 $3, 856, GOT 


15 Taxes and assessments. 





235, 159 





$5, T38 
5 545 
45 


irs 


$14, Oo 
$4, 193 


15, 343, 000 
4,995, 000 
5. 160. OM 


216, 292, 000 
58, 041, 000 
189, 000 


300, 000, 000 


8, 545, 000 
47, 455, 000 
4 000, OOF 





60, 000, 000 











360, 000, 000 


Total direct obligations ‘ 7 224, 195, 135 206, 254, 500 
Reimbursable obligations (volume of obligations for other 
accounts): 
01 Personal services__- ; sale 4, 062, 018 8, 545, 000 
08 Supplies and materials... _. ¥ive 53, 531, 253 90, 000, 000 
09 Equipment_______-- ‘ aA . 31, 733, 533 16, 455, 000 
Total reimbursable obligations_- ‘ 89, 326, 804 115, 000, 000 
Total, Department of the Navy---- ...-| 313, 521,939 321, 254, 500 
ALLOCATION TO ATOMIC ENERGY COMMISSION 
07 Other contractual services___-__- i aa a 17, 000 
ALLOCATION TO DEPARTMENT OF COMMERCE 
07 Other contractual services... .................._--- al 91, 500 |... 
, "Ce ap ete arene CN etn 313, 521, 939 321, 363, 000 





350, 000, OOO 
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Budget authorizations, expenditures and balances 


| 
1955 actual 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - - 
Reappropriation of prior year balance as 
Balance brought forward (appropriations and reimbursements 
earned): 
Obligated Retiictendtaticale 412, 411, 712 
Unobligated fab | 45, 328, 438 
Reimbursements earned from ‘prior year milit ary assistance | | \ 
fund reservations - - - -|..---...-.-..-| —35, 000, 000 —20, 000, 000 
Obligated balance transferred from “Ordnance and facilities, 
Navy” (69 Stat. 309) - 9 potatiecaat 511, ail, 712 
Total budget authorizations available from appropria- | 
tions and reimbursements earned - -__ aiid | 712, 740, 150 | 
Unobligated balance brought forward (antici ipated reimburse- } 
ments to be earned from military assistance fund reserva- | 
tions) __- eee ee Pe ~t-e 25, 752, 106 
U nobligated balance transferred from “Ordnance and facili- | 
ties, Navy”’ (anticipated reimbursements to be earned from 
military assistance fund reservations) cunignidiak tees dace. ls ech wind 60, 752, 106 | 


736, 740, 150 


Total budget authorizations available eae eee ---| 773, 492,256 | 762, 492, 256 


EXPENDITURES AND BALANCES | : | 

1 

Expenditures: | 
Out of current authorizations. - -- ‘ : 30, 492, 000 32, 480, 000 
Out of prior authorizations. _ __- J 259, 508,000 | 173, 520, 000 


Total expenditures. -____- ‘ antes J ~ 290, 000, 000 | 206, ¥6, 000, 000 
Balance carried forward: 


Penne, J000 0065 od <~ ; 412, 411, 712 | 486, 411, 712 
Unobligated __ . sible 4 ; ; 4%, 328, 438 | 64, 328, 438 


Total expenditures and balances from appropriations | 
and reimbursements earned___ boetk 747, 740,150 | 756, 740, 150 
Unobligated balance carried forward (anticipated reimburse- | 
ments to be earned in future years from military assistance 
fund reservations). .-.----- ; eRe aS ee a 25, 752, 106 5, 752, 106 


Total expenditures and balances. - oealeeas ae a 73, 492, 256 


| 762, 492, 256 


Mr. SuHepparp. We have before us this morning the Chief of the 
Bureau of Ordnance, Rear Adm. Frederic S. Withington, and his 
associate officers for the purpose of making the presentation of the 
Bureau of Ordnance appropriation requirements. 

Do you have a statement you wish to present to the committee? 

Admiral Wrrnrneron. Yes, sir. 

Mr. Sueprarp. Present it, please, and we will not interrupt you 
until you have completed your statement. 


GENERAL STATEMENT 


Admiral Wrrutneton. Mr. Chairman and members of the com- 
mittee, although we are here primarily to discuss the procurement 
appropriation ‘of the Bureau of Ordnance I would first like to discuss 
the mission of the Bureau as a whole. 

Essentially we are responsible for providing the best ordnance 
material to the fleet in the quantities and at the time needed to sup- 
port naval operations and approved readiness plans. 

We carry out these responsibilities with funds from several appro- 
priations. Our major procurement programs are funded under the 
appropriations “Procurement of ordnance and ammunition, Navy,” 
which funds ammunition, guided missiles, and certain types of ord- 
nance equipment, “Shipbuilding and conversion, Navy,” which buys 
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ordnance for shipbuilding and conversion programs, and “Aircraft 
and related procurement, Navy,” which funds ordnance for aircraft 
programs. Research and development programs are funded under 
“Research and development, Navy,” while “Ordnance and facilities, 
Navy” includes funds for annual maintenance and other purposes not 
readily identifiable with these other appropriations. 

I have some charts here which illustrate the source of our funds 
which I will be glad to show you, if you desire. 


PROCUREMENT OF ORDNANCE AND AMMUNITION, NAVY 


[ wish to report to you today on the first year of procurement under 
the new appropriation title “Procurement of ordnance and ammuni- 
tion, Navy” and to present our program estimates for fiscal year 1957. 
This appropriation is the basic source of ammunition and ordnance 
guided missiles, and one of the three sources for the supply of ord- 
nance equipment to our fleet. The request for new obligational 
authority for this program in 1957, including the costs of services and 
production assistance, is $299 million. 


PROGRAM PROGRESS 


Progress in this program should be measured against improvement 
of fleet mobilization readiness. Our objective is to increase the fire 
power of the fleet. The guided missile program is an essential part 
of this effort. From this program, Terrier is now in service use. We 
expect to place two other effective new missile types in service use in 
fiscal year 1957. 

We are in a period of rapid change in naval weapons and weapon 
systems. During this period we must maintain readiness of the 
weapons now in the fleet. It is necessary simultaneously to achieve 
new capabilities rapidly, and to maintain an adequate position of 
readiness in ammunition for existing weapons. 


NEW OBLIGATIONAL AUTHORITY AND TOTAL PROGRAMS 


The request for new authority of $299 million provides for that part 
of our urgent program which cannot be supported from available 
assets. As this matter of assets, reimbursements, and carryover is 
exceedingly complex, I would like to discuss it in some detail. 

In the Department of Defense Appropriation Act for fiscal year 
1956 (Public Law 157) the Congress appropriated $185,842 ,000 for 
procurement of ordnance and ammunition. Under provisions of the 
act, an additional $50,486,438 was reappropriated from the unobli- 
gated balance of the appropriation “Ordnance and facilities, Navy.” 
Therefore, we have a total of $236,328,438 appropriated for the current 
year. 

Our justifications and budget schedules indicate a total obligation 
estimate of $206,363,000 under this appropriation. This figure ex- 
cludes $7,637,000 deleted from the obligations for comparative trans- 
fers to the estimates of other appropriations. The two amounts 
account for $214 million of the total appropriated $236 million. The 
remainder of $22 million is carried in the green sheets on page N-13-2 
(1956 column) as a part of the $45,328,438 unobligated balance carried 
forward. 
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In fiscal year 1957 we are presenting requirements for a total pro- 
gram of $333,800,000. Since BuOrd and the Comptroller of the Navy 
originally agr eed that we will have an estimated $34,800,000 in reim- 
bursements available from prior years, the derived figure of $299 
million in new authority was requested. (This $34.8 million is also 
included in the budget schedules as a part of the unobligated balance 
brought forward into fiscal year 1957.) 

I wish to point out a discrepancy between the fiscal year 1956 activity 
figures contained in the first budget schedule (Program and Financ- 
ing) and the justification documents furnished this committee. The 
difference in figures is: 


re Budget Justification 
Aatavity schedule document 


0 ee ee Sn ee ee UU UU 
Ordnance equipment. .-.......-.--- shedas endweidddectceracklnedebetocsel’ May wereee 13, 572, 000 


hr 





In preparing figures for the budget schedules, several last-minute 
changes were required. During this process some inadvertent errors 
were made. The figures in the justification book are the correct ones. 

For the purpose of further discussion, I would like to present the 
picture of comparative obligations for total fiscal year programs: 


Poan, total program 


{In thousands] 





1955 1956 1957 





Adivity actual estimate | estimate | 1957-1956 
nicliehpchccintiinerecinnnatcenieahiinitab delve ieatiiclata idles tt thaerinsiiadin dicted acacia halisieceibelictlbeetteeee 
Ammunition --.------ : $127, 889 $118,128 | $137,015 +$18, 887 
: Ordnance equipment- eswkbenss siete te 24, 333 | 13, 572 30, 874 +17, 302 
3. Guided missiles - -- = 71, 973 100, 211 165, 911 +65, 700 








— -| 





Total 


| a 
2 exis é ; 231, 911 333, 800 +101, 889 
Less available assets_- sin wel Rises ntfone 


ST Jed | —34, 800 —34, 800 


224, 195 








IIS io. bens 205 titans ots aca eset ebte re otnew | 299, 000 +67, 089 


This table includes our new responsibilities for solid propellants 
transferred from the Buerau of Aeronautics (both aircraft and mis- 
siles JATO-type units) and excludes the programs for “Aviation fire 
control” transferred to the Bureau of Aeronautics this year. <A net 
comparative transfer of $7.6 million to the Bureau of Aeronautics 
was involved. 

HIGHLIGHTS OF ACTIVITIES 


Our planned procurement of material reflects these considerations: 

(a) Funding to meet peacetime force material requirements and 
prepositioned stocks for service ordnance. 

(6) Selective partial funding of mobiliaztion reserve material re- 
quirements. 

(c) Procurement of reasonable quantities of newly designed ord- 
nance for evaluation before release to service use. 

(72) Balanced support of the Navy program. 
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AMMUNITION 


This activity includes gun ammunition, bombs, rockets, mines, tor- 
pedoes, and special weapons. The planned increase reflects a balance 
of requirements between conventional ammunition and newer type 
weapons. In aircraft ammunition the emphasis on new weapons is 
shown in increases for new type bombs and rockets and for air de- 
livery nucelar weapons. Similarly in antisubmarine ammunition 
the forward look requires more funds for an adequate ee of im- 
proved weapons, and for a new nuclear weapon project. In gun 
ammunition, our major increases are $13 million for new orders of 
3- and 50-inch antiaircraft ammunition in order to maintain an abso- 
lute minimum production base. Significant decreases are in reduced 
procurement of components for aircraft ($4 million) and gun ($2.4 
million) ammunition which may be replaced by newer types in the 
future, and in the completion of initial procurement of a special anti- 
submarine we apon ($4.7 million). I am prepared to give an off-the- 
record statement of our ammunition position to the ¢ ommittee if they 
so desire. 

Mr. Suepparp. Let us have it at this point. 

(Discussion off the record.) 

Mr. Sueprarp. Proceed with your statement. 


ORDNANCE EQUIPMENT 


Admiral Wrirnineron. The increase planned in this activity is 
attributable to (1) procurement of fire control for our longer range 
antiaircraft guided missile ($9.9 million) ; (2) procurement of the 
improved gun fire-control system Mk 70 for fleet modernization 
($4.1 mon) 5 ; and (3) backfitting of aircraft with standard 20 milli- 
meter guns ($2.6 million). The balance of ordnance equipment pro- 
curement, as you know, is financed in the respective appropirations 
for new aircraft (“Aircraft and related procurement, Navy”) and for 
“Shipbuilding and conversion, Navy.” 


GUIDED MISSILES 


Our current fiscal year 1956 program for guided missiles is up 
$22.1 million over our estimate at this time last year. 

This is a result of reprograming action. 

The fiscal year 1957 program for “Ordnance guided missiles” is up 
nearly 66 percent over 1956 as we will be making quantity provision of 
proven, effective guided missiles for service use. We are asking $40 
million more for antiaircraft missiles of various ranges and capabili- 
ties, and some $4 million more for our fighter-launched interceptor 
missile. Our request for a $5.6 million increase in “Production sup- 
port” is a necessity if we are to expand to meet the biggest service mis- 
sile problem—production in quantity. Part of this expansion is neces- 
sary to meet the needs of the Air Force. The decreases, totaling $5 
million, are due to (1) fulfillment of our initial service requirements 
for one air-to-underwater missile, and (2) less support for missiles 
procured under the cognizance of the Bureau of Aeronautics. 
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CHARTS 


I would like to show the committee a chart on funds authorized and 
expended since fiscal year 1953 under this appropriation. 
Mr. Suerrarp. Very well. Produce your chart at this point. 


OBLIGATIONS AND EXPENDITURES 


Admiral Wirnrneton. This chart, sir, is intended to illustrate the 
new authority each year which is the black hatching, the unliquidated 
obligations which are in red and the unobligated funds in yellow. The 
blue hatching indicates expenditures. As you can see, the 1953 carry- 
over is very much larger than expenditures. This situation is improv- 
ing, 1954-— 

Mr. Wiceiteswortu. Which is the carryover ? 

Admiral Wirntneron. That is in red. The blue is expenditures. 
Black is new money. This is the revolving picture through fiscal 
1955. Here comes in the new definitions of what is an obligation so 
a good deal of this money unobligated in 1954 is obligated in 1955 and 
is here just a commitment. 

Mr. Suepparpv. Does it appear on that chart in a committed status / 

Admiral Wrrnincton. That is what the yellow means, sir. Some 
of this money lapsed, but the great majority of it became obligations 
in fiscal year 1955. Our situation in 1957—as you see here is the 
carryover, here is the new money, here are the expenditures, and this 
is about as good a relationship as I think we will be able to get between 
the carryover and expenditures, about 14 months. 

Mr. WiccLeswortn. What is that relationship? 

Admiral Wirntneron. About 14 months. 

Mr. Wiceirswortu. It looks more than 100 percent. 

Admiral Wirnineron. This is $350 million of expenditures, this 

carryover is slightly over $400 million. 

Mr. WiccLeswortHu. With the new money, how much is it? 

Admiral Wirnineron. New money is $299 million for fiscal 1957. 

Mr. Wiccieswortu. Giving a total of about $750 million against 
$300 million; is that right? 

Admiral Wirurineron. Yes, sir. 

Mr. WicGLeswortH. You say that is the best you can do? 

Admiral Wirurneron. I think so, sir. The best we can do, Mr. 
Wigglesworth, is to obligate substantially all our appropriation in 
the fiscal year in which it is appropriated. The expenditure of it is 
stretched out 2 or 3 years beyond that time. 

Mr. Wiceireswortn. Where are the obligations? 

Admiral Wirutneron. Unliquidated obligations, sir, are red, 

Mr. WicGLesworru. Where are the obligations? 

Admiral Wrirnineron. They are carried forward into the next 
fiscal year. 

Mr. Wiceieswortu. I do not understand that. I understand one 
is unliquidated obligations and one is new money. 

Admiral Wirntneron. Yes, sir; this is unliquidated obligations 
and the black is new money. 

Mr. WicGLeswortu. Where are your obligations? 

Admiral Wrrutneron. Right here, sir. 

Mr. Suerrarp. Those are the obligations that were carried for- 
ward from your previous column, is that right ? 
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Admiral Wirnineron. Yes, sir. 

Mr. Sueprarp. Reflecting a decrease of unliquidated obligations 
from the previous year. 

Mr. Wiceteswortu. Where are your 1957 obligations? 

Admiral Wirutneton. Here, sir. Of course, the money 1957 obli- 
gations show in fiscal 1958. 
~ Mr. WicGLesworrn. You are not showing obligations in that chart 
as I understand it. 

Admiral Wirntneron. There are unliquidated obligations, Mr. 
Wigglesworth. Old plus new. 

Mr. Wiceieswortu. But where do you show your obligations? 

Admiral Wrrnineton. The money I paid out, sir, is here in the 
expenditures. 

Mr. Franke. May I interrupt? The obligations are not shown on 
there. The obligations, however, work in the figures carried forward 
to the new year in the area of unliquidated oblig: tions. But you 
ure correct, Mr. Wigglesworth, the granny are not shown as such. 

Mr. WiaeieswortH. Take 1957, the year we are interested in. 
What is the obligation that you estimate pai have to meet in that 
year ¢ 

Admiral Wiruineton. $206.3 million, sir. 

Mr. WiacLesworrn. Where is it on the chart ¢ 

Admiral Wiruineron. This is a part of this $403 million here, sir. 

Mr. Wica.eswortu. I do not get that picture at all. 

(Discussion off the record.) 


DEFICIENCY IN AMMUNITION 


Mr. WieeLteswortu. You have told us you have X billion tons of 
ammunition on hand and you have an overall deficiency of about 
one-third that figure. 

Admiral Wirutnerton. I said the overall deficiency measured 
money was about a billion dollars. 

Mr. WiceLeswortH. What is the total on hand in money value? 

Admiral Wirnineton. Six billion dollars. 

Mr. Wieeteswortu. Then, of the X billion dollars’ worth of am- 
munition on hand you tell us there is an overall deficiency of about 
one-sixth X, or 1624 percent ? 

Admiral Wirutneron. Roughly. 

Mr. Wieeteswortn. Have you ever given us that picture hereto- 
fore? 

Admiral Wrritneton. This same chart was shown to the commit- 
tee last year, Mr. Wigglesworth, the chart on tonnage of ammunition 
just offered.’ 

Mr. WiceL_eswortH. What was the overall deficiency then? Has 
the target increased ? 

Admiral Wirutneton. It was about the same, sir. 

Mr. WiceLteswortn. You mean you had about a 16 percent defi- 
ciency last year ¢ 

Admiral Wrrurneton. Yes. 

Mr. Wiecieswortn. It seems to have been running along about 
level. That is about the best we have done since 1950, is it not? 
You have 8 years on the chart and none of them shows much more 
on hand than you have now; a little bit, but not much. 
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Admiral Wirnrineron. Yes. 

Mr. WicGLeswortu. You have been carrying that percentage of 
deficiency right along? 

Admiral Wrrurincron. Yes, sir. 

Mr. Wicerteswortr. What is your target figure based on? Is it 
a statistic figure? Is it an all-out war figure / What is the basis 
of your 100 percent / 

Admiral Wrrnrneton. We have never achieved a full mobilization 
supply of gun ammunition; we are not asking for it now. We are 
asking for very heavy sums to buy newer -type weapons, mostly 
guided missiles, and we feel that this is a calculated risk that can be 
accepted. 

Mr. Wicctesworrn. As I understand it, we are maintaining about 
the same, level we have maintained for a number of years and the 
deficiency which you have indicated is a deficiency which you think 
it is entirely reasonable to accept under present world conditions. 

Admiral Wrruteron. I would not say I was entirely happy about 
it, sir, because I am the man who would be held accountable if we 
ran short of ammunition in the next war, but T cannot quarrel with 
this decision. 

Mr. Wiacteswortu. Well, the deficiency represents the difference 
between the present long-term policy level that has been prescribed and 
all-out mobilization base: is that right ? 

Admiral Wrrntineton. Its not as simple as that, Mr. Wiggles- 
worth. As TI said, in some categories of ammunition we have our full 
mobilization supply. In antiaircraft and aircraft ammunition we do 
not. 

Mr. Wiceieswortu. But the deficiency you have referred to is based 
on an all-out war effort? 

Admiral Wrirntneron. Yes. 

Mr. Wiaecteswortn. I think that is all, Mr. Chairman. 

Mr. Sueprarp. All right, Admiral. We have a few questions on 
that issue I would like to have for the record. 


CURRENT STATUS OF APPROPRIATIONS, OBLIGATIONS, AND EXPENDITURES 


Now, in your present budget presentation you obviously have cer- 
tain obligated and unoblig: ited funds emanating from the 1956 
appropr iation. 

Admiral WirnutneTron. Yes. 

Mr. SHeprarp. And then, and on top of that, you are asking for new 
money in this appropriation ? 

Admiral Wirutneton. Yes. 

Mr. Suepparp. All right. Now, for the purpose of my informa- 
tion in the record, what is the total amount of money emanating from 
your 1956 appropriation that you have that is unexpended and uncom- 
mitted and unobligated, if any ? 

Admiral Wrrutneron. As of the present time ? 

Mr. Suepparp. As of the latest date you can give it to me, of course. 
What was the amount of money you received in 1956? 

Admiral Wrrnrncron. $236,328,438. 

Mr. Sueprarp. Now, added to that new money, what did you have in 
carryover and unexpended and unobligated ? 
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Admiral Wirnineton. No carryover unobligated, sir. This is a 
little confusing, Mr. Sheppard, because the appropriation first came 
into being this’ year and we took everything that was left over in 
“Ordnance and facilities” and put it in this appropriation. 

Mr. SuHepparp. When you dia that, what did you have as a result 
of putting it all in this particular figure ! 

Admiral Wrrutnerton. It is a green sheet figure, $50,486,438. 

Mr. SHepparp. Now, if you had $236 million plus in 1956 from all 
sources, what, to the last date, can you give us, have you spent, and 
I want just that figure alone at the moment as of a certain date. 

Admiral Wrrnineron. As of January 31 expended $160.5 million. 


1956 EXPENDITURES 


Mr. Suepparp. The total amount of money you had in your 1956 
anes derived from all sources, for expenditure purposes is, I as- 
sume, $712,720,150. 

Admiral Wrrntneron. Yes, sir. 

Mr. Suerrarp. Out of that total amount of money you had avail- 
able for expenditure purposes in 1956, how much did you spend? 

Admiral Wrirutneaton. $160.5 million. ‘That: is expenditures this 
fiscal year to January 31. 

Mr. Suep PARD. So if you spent $160.5 million, then that left you 
$552,240,000; is that correct, as of January 31? 

Admiral Wirntneton. Yes. 

Mr. Sueprrarp. Now out of that total amount of $552 million plus, 
how much is obligated by lead-time orders that become a draft against 
the $552 million ? 7 

Admiral Wrrutneron. Fiscal year 1956 funds obligated, $133.5 mil- 
lion as of January 31. 

Mr. Suerparp. So if you deduct the $133.5 million from the $552,- 
240,000, that leaves you a balance of how much ? 

Admiral Wirurneton. The obligs oe balance on the green sheets is 
$511.4 million as shown on page N- “13 

Mr. Suerrarp. That may be vefiastad | in the green sheets, but by 
simple mathematics on the basis of the answers “to the questions we 
have here now indicate it as being $418.7 million. 

I will rephrase my question. Of your balance of $552.2 million, 
how much is committed? We will use that terminology, and perhaps 
that will clear it up. 

Admiral Wirutnetron. $679 million. 

Mr. Suepparp. That appears to be over and above the amount of 
money you had for the purpose of commitment; because the cumula- 
tive figure you gave us resolves itself into $552.2 million. 

Mr. Wi11ams. The reason for that is we have expended part of 
that $511 million and we cannot tell you at this time from the figures 
we have here how much of that $511 million of unliquidated obliga- 
tions brought forward into 1956 has been expended. 

Mr. Suepparp. Getting back to the green sheets and using the figure 
of $712,740,150, of that figure how much is committed? Can you 
give us that answer? 

Mr. WiiuraMs. $511 million of unliquidated obligations brought 
forward into this year, plus $168 million of obligations and commit- 
ments for fiscal year 1956, as of January 31. 

74195-3643 
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Mr. SHepprarp. So you have committed against the $712 million 
plus, $679 million ; is that correct ? 

Mr. Wuuiams. That is correct. 

Mr. Sueprarp. That leaves you, if our mathematics are correct, 
$33.7 million uncommitted as of January 31. 

Admiral Wirnineton. Yes, sir. 

Mr. Suepparp. That leaves you with $546.3 million committed ? 

Admiral Wirurneton. Yes, sir. 

Mr. Suerparp. Out of that committed of $546.3 million, how much 
has actually been obligated ? 

Admiral Wiruineton. Our present picture, Mr. Sheppard, on 
— that is uncommitted and unobligated is approximately $50 
million. 

(The information referred to follows :) 


Amount in 
millions 


Obligated balance (unliquidated obligations) 
Jan. 31, 1956, obligations 


Jan. 31 obligated balance 
Jan. 31 unobligated 


Jan. 31 unexpended balance 


1957 REQUIREMENTS 


Mr. Anprews. Admiral, how much new money are you asking for 
this program in 1957 ¢ 

Admiral Wiruineron. $299 million. 

Mr, Anvrews. That plus your available assets of $34,800,000 will 
give you a total of $333,800,000 of new money ¢ 

Admiral Wirutneton. Yes, sir. 

Mr. Anprews. To carry out your program to purchase ammunition, 
ordnance equipment, and guided missiles? 

Admiral Wriruineron. Yes, sir. 

Mr. Anprews. Of that amount, you want $137,015,000 for ammuni- 
tion, according to your statement ? 

Admiral Wirnineton. That is right, sir. 


FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Mr. Anprews. How much did you ask of the Budget Bureau for 
that ammunition activity ? 

Admiral Wrruinerton. I will have to supply that for the record. 

Mr. Anprews. Do you remember whether it was more than this 
amount, or not? 

Admiral Wrirutneron. It was a great deal more. 

Mr. Anprews. For the second activity, “Ordnance aennee the 
budget request is $30,874,000. I would like to know what you re- 
quested of the budget for that activity. 

Admiral Wrrutneton. $45,834,000 for activity No. 2. 

Mr. Anprews. Now what about activity No. 1? 

Admiral Wirutnetron. $158,030,000. 

Mr. Anprews. For activity No. 3, “Guided missile,” what did you 
request of the Budget ? 
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Admiral Wiruineron. $188 million. 

Mr. Anprews. On page 7 you state you want some funds for an 
adequate supply of improved weapons for the new nuclear weapons 
project. What do you mean by that? 

(Discussion off the record.) 

Mr. Anprews. What do you mean on page 7 by “backfitting of air- 
craft with standard 20-millimeter guns? 

Admiral WirutneTon. This is to pay for our production haste. 
This is to correct our mistakes in the Mark 12 aircraft machineguns 
by means of an Ordalt. 


PROBLEM OF QUANTITY PRODUCTION 


Mr. Anprews. You mention production in quantity as being the 
biggest service mission problem. What about that? 

Admiral Wirntneton. The quantity production of guided missiles 
is very difficult to achieve. We have achieved it for the first time in 
a moderate sense with the Terrier missile in the Convair plant. This 
required a great deal of anguish, and we at one time thought we 
would have to fire the contractor and look for another one. All of 
these missiles are complex items, difficult to produce. 

Mr. Anprews. Are you making progress in that field? 

Admiral Wrrutneron. We have the first quantity production item 
in Terriers; yes, sir. 


ESTIMATED REQUIREMENT AND EXPENDITURES, 1957 


Mr. WieetxswortH. Looking at page 3 of your statement, you point 
out that “Our justifications and budget schedules indicate a total ob- 
ligation estimate of $206,363,000” for fiscal 1956. 

Admiral Wrrutneton. That is right. 

Mr. WiceteswortH. And you say: 


This figure excludes $7,637,000 deleted from the obligations for comparative 
transfers to the estimates of other appropriations. The 2 amounts account for 
$214 million of the total appropriated $236 million. 


Admiral Wrrnuineton. Yes, sir. 
Mr. WiectEeswortH. Then you say: 


The remainder of $22 million is carried in the green sheets on page N-13-2 as 
a part of the $45,328,438 unobligated balance carried forward. 


Admiral Wrrutneton. Yes. 

Mr. Wiceteswortu. From where does the other $23 million come? 

Admiral Wirnineton. This is MDAP reimbursements. 

Mr. Wicetxsworru. Similarly, in the next paragraph, you refer to 
$34.8 million as being included in the budget schedules as a part of 
the unobligated balance brought forward into fiscal year 1957. What 
is that unobligated balance ? 

Admiral Wirnineron. This likewise, Mr. Wigglesworth, is MDAP 
reimbursements. 

Mr. WicGLeswortu. You say it is part of the balance carried for- 
ward into 1957? Isn’t it part of the balance carried forward into 
1958 ¢ 

Admiral Wiruineron. It is part of the $71 million shown on the 
green sheets. 
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Mr. Wiccteswortu. I do not see any $71 million. 

Mr. WitxtaMs. It is a total of the 2 entries, the $45,328,000 plus the 
$25,752,000. 

Admiral Wrrutneron. That is on page N-13-2. 

Mr. Wiceieswortu. If you are going to spend $84 million less in 
1957 than in 1956, why should you request an increase in the appro- 
priation .of $14 million, and in availability of $24 million? 

Admiral Wirineron. The expenditures are a product of prior year 
actions primarily. 

Mr. Wiceieswortn. I realize that; but apparently you are going 
to fall off $84 million in expenditure, yet you tell us you need $14 
million more in appropriation and $24 million more in availability. 

Admiral Witrnineton. Yes. 

Mr. Wicecieswortu. And you are going to carry over $64.3 million 
into fiscal 1958. What is the explanation? 

Admiral Wrruineton. We believe that our expenditures will be 
considerably higher than this estimate of $206 million in the green 
sheets. 

Mr. WiccteswortH. Well somebody does not agree with you. Is 
that the Bureau of the Budget? 

Admiral Wrruineron. Yes, sir. 

Mr. Wice.eswortH. What is your estimate? 

Admiral Wirutneron. $290 million. 

Mr. Wiaeieswortu. The same as this year? 

Admiral Wrrntneton. Yes, sir. 

Mr. Wiceteswortu. By what process of reasoning does the Budget 
conclude you are $84 million out of the way ¢ 

Admiral Wrrutnerton. I do not understand that. 

Mr. Wicetesworru. That has never been explained to you? 

Admiral Wirnineron. Not to my satisfaction ; no, sir. 

Mr. Wiceieswortn. Do you know the answer, Admiral Smith ? 

Admiral Smiru. I can give you the general considerations. The 
materials procured here are long-lead-time items. It is an estimate 
of just in what years these bills are likely to be paid. Of course the 
rate of expenditure does not directly affect the program which we 
are asking for here and hope to obligate in the year 1957. 

Mr. Wiccieswortu. It is a matter of judgment ? 

Admiral Smirn. Yes, sir. 


DEDUCTION FROM ESTIMATES FOR AVAILABLE ASSETS 


Mr. Wiccieswortu. Let me ask you one other question. On page 6 
of your statement where you break down your total program, you 
arrive at an estimate of $333.8 million for fiscal 1957; then you say 
“Less available assets” of $34.8 million. Where does that come from; 
what is it? 

Admiral Wirutncron. MDAP reimbursements, Mr. Wigglesworth. 

Mr. Wiccieswortu. I do not see any figure in the green sheets com- 
parable with that $34.8 million. Perhaps I am overlooking something. 

Admiral Wirntneton. That amount is included in the 2 figures 
of $45.3 million and $25.7 million on green sheet N-13-2. 

Mr. Wicereswortu. The total of those figures is about $71 million. 

Admiral Wirnineron. Yes, sir. 
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Mr. WiceieswortH. Why do you list as available assets only $34.8 
million out of that $71 million ? 

Admiral Wirntneron. This also includes carryover money—these 
two figures. 

Mr. Wieeieswortu. I do not understand that answer, Admiral. 

Admiral Wirruineron. I must confess I do not understand these 
figures very well. Admiral Smith, can you explain that? 

Admiral Smiru. Your statement is correct; it does include in the 
2 figures the $34.8 million you speak of as unobligated, but will be 
reimbursed. And the remainder of those two figures is carried for- 
ward as reimbursements to be earned and yet unobligated. 

Mr. Wicctesworrn. I am not clear why $34.8 million is properly 
classified as available assets and why the balance of the $71 million is 
not properly classified as available assets. 

Admiral Smirn. It has to do with the use by one of the Navy appro- 
priations of money which is derived from reimbursements from the 
mutual assistance program. 

Mr. Wiaeieswortn. I understand that, but why is only part of it, 
$24.8 million, available? Why is not the $71 million available? 

Admiral Sarr. The $34.8 million could generally be explained as 
being that money w hich we have received for selling items off of the 
shelf which were in excess of our needs, and that money then became 
an offset against the new obligational authority requested. The re- 
mainder of the money is money which the Bureau of Ordnance re- 
quires as commitments to replace items sold, and that is a judgment 
made between the Bureau of Ordnance and the Secretary of Defense’s 
Office in the mutual assistance program. 

Mr. Wiacetsworrn. The difference is in whether you have the stock 
on hand to supply the MDAP need, or have to go out and purchase it ? 

Admiral Smirx. That is essentially correct. 

Mr. WiceieswortH. I assume we will go in more detail into the 
ammunition increase requested and the or dnance equipment requested 
subsequently, Mr. Chairman, and I have no further questions now, 


RECONCILIATION OF OBLIGATION ESTIMATES 


Mr. Suerrarp. Admiral, I want you to put into the record a recon- 
ciliation of the tables on page 6 and the tables on page N-13-1. 

Admiral Wirntneton. Yes, sir. 

(The table requested is as follows :) 


RECONCILIATION OF FiscaAL YEAR 1956 OpLIGATION AMOUNTS IN GENERAL STATEMENT 
(P. 6) AND IN BupGET SCHEDULES 


The fiscal year 1956 obligation figures contained in the general statement reflect 
the current obligation estimates of the Bureau of Ordnance. At the time budget 
schedule amounts were established a total of $222,311,000 was available for 
obligation, a total of $206,363,000 was specified as obligations for budget sched- 
ules or a difference of $15,948,000. Subsequently, an additional apportionment 
of $9,600,000 was approved for a new total of $231,911,000. The Bureau of 
Ordnance estimates that this amount will be fully obligated. 

The folowing table indicates derivation of these amounts. 
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REQUIREMENTS AND BUDGET ALLOWANCES 


Mr. Ostertac. Admiral Withington, in your statement on page 6 
under the heading of “Highlights of Activities” it is pointed out that 
your planned procurement of material reflects these considerations: 

(a) Funding to meet peacetime force material requirements and prepositioned 
stocks for service ordnance; (b) selective partial funding of mobilization re- 
serve material requirements; (c) procurement of reasonable quantities of newly 
designed ordnance for evaluation before release to service use, and (d) balanced 
support of the Navy program. 

In this general discussion of your requirements including your fig- 
ures as presented in your statement and in the green sheets, particu- 
larly in the light of your statement that this budget falls far short of 
your estimated requirements, I think it is important that we have a 
clear-cut picture of your needs as compared with your budget requests. 
Why do you need more than you are getting, in the light of your own 
“Highlights of Activity.” 

I take it from your own statement that this “balanced support of 
the Navy program” all relates to ammunition, ordnance equipment, 
and guided missiles; is that correct ? 

Admiral Wrrutneron. Yes. 

Mr. Osrertac. Admiral Smith did touch on what might be part of 
the answer, that it is a matter of judgment as to when some of these 
funds will be needed. 

Admiral Wrrnineron. Yes. 

Mr. Osrertac. And I recognize, as you must recognize, too, that in 
this timetable of developments it is a question of whether you need 
it today or that you are going to need it tomorrow. Do you think 
that this adjustment will seriously jeopardize the program ? 

(Discussion off the record.) 

Mr. Ostertrac. But despite this matter of allowance as compared 
with what the budget provides for, there is a substantial increase over 
a year ago. 

Admiral Wirntineton. Yes, sir. 

Mr. Osrertac. And that increase would indicate that the program 
is moving along and there have been considerations given to this new 
development ? 

Admiral Wiruineron. That is true; yes, sir. 

Mr. OsrerTas. It is just a matter of degree; is that what you might 
term it? 

Admiral Wirntneton. A matter of degree in judgment; yes, sir. 

Mr. SHerparp. So far as your responses are concerned relative to 
the program in its total complex, you are giving this committee the 
only answers you are permitted to give under existing circumstances; 
are you not ? 

Admiral Wrrutnerton. Yes, sir. 

Mr. Suerrarp. I think that is understood by anybody who has 
served on this committee for any length of time , and if there are any 
alibis to be peerrents they should come from another source and should 
not come from you, as you are working under instructions in the 
functions you have to contend with, and I am not going to embarrass 
you further by asking questions on that kind of issue. 

Admiral Wirutneron. Thank you. 
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NUMBER OF FACILITIES MAINTAINED 


Mr. SHerrarp. Now, Admiral, last year at page 40 of the report, 
this committee stated : 


* * * The Department should give the closest scrutiny to current need for the 
number of facilities being maintained. Also, evidence in the past has indicated 
that excessive amounts of old equipments are retained and kept up. The cut is 
designed to force a more critical screening of these types of costs with a view 
to eliminating every nonessential expense. 

What have you done in this field in accordance with the suggestions 
incorporated in the report I have just quoted / 

Admiral Wrruineron. We have done two things. First, we are 
reducing to a maintenance status the large ammunition depots at 
Hastings and McAlester. 

In the field of obsolescent and obsolete we: ipons, we are also scrap- 
ping more than one-half of the old type 3-inch/50 antiaircraft guns, 
and half of the 20 mm. single antiaircraft guns. 

I believe we have met your concern as expressed in that paragraph 
last year. 

Mr. Sueprarp. In scrapping the devices to which you have just 
referred, are you impairing your readiness position ¢ 

Admiral Wirntneron. In my opinion, we are not. 

Mr. Sueprarp. In other words, your intake justifies the elimination 
of the appurtenances to which you have referred ? 

Admiral WirHineTon. Yes. 


PROCEDURE FOR INCREASING OBLIGATIONAL RATE IN 1956 


Mr. Suerparp. I note that against the program of approximately 
$450 million, as of December 31, 1955, you had obligated only a little 
over $114 million. How do you plan to increase your obligational 

rate? What procedure do you contemplate following to accomplish 
that ? 

Admiral Wrrntneron. I have been pushing all through the fiscal 
year to get my money obligated in all of my appropriations. It is 
my objectiv e to commit all of the money in this appr opriation available 
to me by the end of the third quarter, and to obligate it all by the end 
of the fourth quarter. I do not expect quite to make these objectives, 
but I expect to come close to both of them. 

Mr. Sueprarp. In not accomplishing the objectives you have out- 
lined as being desirable, what would be the reason for your inability 
to accomplish them—lack of a place to adequately and properly place 
your contracts? 

Admiral Wiruineron. Mostly slippage in design. 

Mr. Suerrarp. I wish at this point in the record you would furnish 
for the committee a breakdown of your budget activity set up as 
committed and uncommitted balance of the unobligated balance exist- 
ing on December 31, 1955, and estimated as existing at the end of fiscal 
year 1956, and the estimate for 1957. 

Admiral Wirnineton. We will insert that in the record. 

(The data requested follows :) 
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{In thousands] 





| As of Dee. 31, 1955 As of June 30, 1956 As of June 30, 1957 
deine ———— a | See eee | a _ - —_ - —_ 
Activity | | 
Com- 'Uncom-| Unob- | Com- |Uncom-} Unob- | Com- |Uncom-' Unob 
| mitted |mitted | ligated | mitted | mitted | ligated | mitted | mitted | ligated 
1. Ammunition. ‘ - - |$28, 622 |$36, 836 $85, 458 $9, 978 | 0 | $9,978 |$35, 778 0 | $35, 778 
2. Ordnance equipment... 3, 117 2, 101 5, 218 0 | 0 0 8, 000 0 8, 000 
3. Ordnance guided missiles_| 11, 561 | 24,616 | 36,177 | 15,570 | 0 | 15,570 | 15, 570 0; 15,570 
Not distributed to activi- | | | 
RS a 0 | 48,785 | 48, 785 0 |? $45 532 |2 45, 532 0 410,732 | 310, 732 
Tol .... | 43, 300 | (112, 338 156, 638 | 25,548 | 45,532 | 71,080 | 59,348 | 10, 732 70, O80 


| 





1 Reimbursements earned or to he earned constituting assets to the appropriation. 
2 This carryover is programed as follows: 
To be added to the $299 million new obligation authority requested for fiscal year 1957 for 
a total obligation authority of $333,800,000 (the total of the itemized | progr am at sented 


to the Congress) $34, 800, 000 
Earmarked reimbursement resource S; see footnote 3... -_.--- . i 10, 732, 000 
ET Gackecsanans x =. am 45, 532, 000 


3 Estimated resources resulting from. issuances to the military assistance program which will require 
replacement. The activity and items cannot be foreseen. 


UNAPPORTIONED AND UNALLOCATED FUNDS 


Mr. Suerrarp. From the data supplied the committee I notice two 
significant figures as of December 31, 1955. First of all, there is a 
non: _pportioned amount of approximately $73 million and ie 
of this in your overall program allocation there is approximately $ 
million unallocated. 

Would you explain to the committee at this point in the record the 
reasons for these two sums? 

Admiral Wirnineron. The amount of money so far apportioned to 
the Bureau of Ordnance in this fiscal year is $240 million. The re- 
maining sums, as I understand it, are amounts accruing from reim- 
bursements that have not yet been apportioned to me. 

Mr. Sueprarv. What difference would it have made if the appor- 
tionment had been made prior to the present time ? 

Admiral Wrrnineton. It is difficult to answer that in detail. As 
you know, we have to reprogram through the years as the situation 
changes. I would say, speaking very roughly, if we had that money 
available I would have bought more ammunition with it. 

Mr. Suerparp. In the field of ammunition to which you might have 
addressed procurement, I presume that would have been in the field of 
already established requirement and not in the so-called semiobsoles- 

cent or totally obsolescent category. ‘That is reasonable to assume, is 
it not? 

Admiral Wrruineron. I can so assure you: yes, sir. 

Mr. Suerparp. How much apportionment from the Bureau did you 
request ? 

Admiral Wirninctron. We have received substantially all the ap- 
portionments we have requested. I will get a detailed answer for you 
in the record. 

Mr. Suerrarp, Our figure reflected here is $418,256,000. Is that 
approximately correct ? 

Admiral Wrrnineron. No, sir. 

Mr. Sueprarp. Off the record. 

(Discussion held off the record.) 
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Mr. Suepparp. I have just handed Admiral Smith these sheets and 
I will ask him for an explanation of the figures which appear thereon. 

Admiral Smrrn. Those figures are correct as of that date, sir. 

Mr. Suepparp. In other words, the figure of $418,256,000 is correct ? 

Admiral Smiru. Yes. 

Mr. Suepprarp. Against which there has been apportionment. of 
$380,948,000 as reflected on my sheet. Is that correct ¢ 

Admiral Smrru. Yes, sir; as of that date. 


COST EXPERIENCE 


Mr. Suerprarp. Admiral, would you give the committee some idea 
of your cost experience in recent months compared to those you esti- 
mated when you last appeared before the committee ? 

Admiral Wirur1neton. Mr. Chairman, the cost of transportation is 
about constant. We have achieved savings in this area, first, by not 
moving so much material; and, secondly by being more careful about 
removing it unnecessarily. 

Our costs in renovating and handling ammunition in the depots 
are down slightly, not a great deal. 

Our costs for equipment, guided missile costs are down somewhat, 
though still very high. The cost for the shipboard guided-missile 
equipment is dreadfully high and it concerns me very deeply. 

The conventional ammunition costs are relatively constant, prob- 
ably rising slightly with the labor index. 

VT fuse costs have been coming down. 

Overall, sir, I would say our cost situation was approximately 
constant. 

Mr. Suepparp. Am I right in assuming those cost factors about 
which a expressed intense concern are not within the field of your 
control ¢ 

Admiral Wirnineton. That would not be a fair statement, Mr. 
Chairman. Unfortunately we are paying now for all of the devel- 
opment costs which are bound to be high in this complex new equip- 
ment. 

Later on, when the guided-missile ship is more a routine production, 
so to speak, our costs will be down, sir. 

Mr. Suerrarp. In other words, reduction will be reflected when 
you can get your requirements in production-line operation? 

Admiral Wirrnineron. That is correct. 

Mr. Sueprarp. That is not an innovation because whenever you 
get into a new field you always have a lot of handwork involved which 
creates high-cost factors compared to production-line operations 
That is true, is it not ? 

Admiral Wrruineton. Yes, sir. Design work is the primary cost. 

Mr. Suepparp. Last year you anticipated no reimbursable opera- 
tions for ammunition in fiscal 1956. Your present budget anticipates 
$100 million for this purpose in fiscal year 1956. Would you give 
us an explanation of that difference, please ? 

Admiral Wirntneron. I believe I understand this, Mr. Sheppard. 
The system by which the Army and Air Force reimburse us for the 
business we do for them has been changed between those 2 fiscal years. 
This represents reimbursement from the Army and Air Force. 
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REPROGRAMING ACTION 


Mr. Suepparp. With reference to the reprograming issue which is 
reflected in the special report before the committee, I wish you would 
explain the reprograming acts we have before us in the special report, 
results, what has happened, and so forth. This has to do with ma- 
terial reflected on page 15. 

Admiral Wirutneton. We have a detailed report for the commit- 
tee of our reprograming action so far this year if the committee 
wishes it. 

Mr. SuHerparp. We would like very much to have it at this time. 
How lengthly is it? 

Admiral Wiruineton. Very lengthy, sir. 

Mr. SHerparp. We will insert these two pages in the record at 
this point. 

(The pages referred to are as follows :) 


Procurement of ordnance and ammunition, Navy comparison of fiscal year 1956 
funds as shown in the congressional budgets for fiscal years 1956 and 1957 


[In thousands of dollars] 


1956 
column of | column of 
, Difference | vane | Difference 
Project title fiscal year “= (4)—(3) az (6)—(3) 


budget 
(7) 


—$28, 931 
139, 153 —21, 025 


Ammunition 2 84, 972 ; —10, 567 
Mines 9, 178 — 567 
Torpedoes 28, 137 : —6, 624 
Production support 10, 204 
First destination transporta- nae 


Activity 2. Ordnance equipment. 43, 582 


Nets and degaussing 
Fire control and synchros- - -- 3 11, 678 
Guns, gun mounts, and pro- 

jectors 
Antisubmarine and under- 

water ordnance equipment. 
Antiaircraft and surface type 

ordnance equipment 


(Subtotal) 
Aviation 
Production support 
First destination transporta- 





1, 579 





84, 641 100, 211 | 22, 104 


Ordnance guided missiles---- 77, 33 83, 395 98, 842 21, 516 
Production support 350 815 465 1, 038 688 
First destination transpor- 

431 331 | —100 











1 Includes depth charges. 


ae a Feb. 3, 1956, (+) or (—) comparative transfers, including financial actions PL1-69, PL1-76 
and PL1-78. 


3 Fiscal year 1956 structure. 
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UNOBLIGATED BALANCE CARRIED FORWARD INTO 1958 


Mr. Wiccixeswortn. I notice in the presentation you now make to 
this committee you indicate there will be an unobligated balance car- 
ried forward into fiscal 1958 of $64,328,438. I wish you would fur- 
nish for the record a breakdown of that figure showing what items 
or commitments that embraces. 

Admiral Wrrutneton. We will do that, sir. 

(The information requested is as follows :) 

The unobligated balance of $64,528,438 carried forward to fiscal year 1956, 
shown on page N-13-2 of the budget schedules, is comprised of appropriated 
funds ($21,328,438) and earned reimbursements ($43,000,000). The unobli- 
gated balance of appropriated funds is derived from the following: 


Ammunition $15, 358, 931 
Ordnance guided SEE ERT OT CALL POE ET OE TTI 5, 969, 507 


Total 21, 328, 438 


The unobligated balance of earned reimbursements reflects the unobligated 
portion of the estimated value of deliveries of ordnance for military assistance 
common item orders. Of the total of $43 million, an estimated $33,800,000 will 


have been distributed to budget activities to cover program requirements, as 
follows: 


33, 800, 000 
No further itemization of the unobligated balance can be indicated for the 
following reasons: 
(a) The Bureau of Ordnance endeavors to obligate fully all funds apportioned. 
(6) Since this attempt is made, estimates of unobligated balances constitute 
recognition of unavoidable delays in converting commitments to obligations. 


REPROGRAMING AS OF JANUARY 31, 1956 


Mr. WiecieswortH. Looking at the February 16 reprograming re- 
port in which a change of $17 648,000 is indicated from “Ammunition” 
to “Ordnance guided missiles,’ ’ if I interpret the report correctly it 
indicates an adjusted net program for ammunition as of January 1, 
1956, of $123,214,531, whereas in your opening statement the 1956 pro- 
gram appears to be $118,128,000. 

Similarly the report indicates for “Ordnance equipment” roughly 
$25.9 million; your opening statement seems to indicate “Ordnance 
equipment program for 1956” is $13.5 million. 

Also the report indicates for Ordnance guided missiles an adjusted 
net program as of January 1, 1956 of $87.2 million your opening 
statement indicates a guided missile program of $100.2 million. 

What is the reconciliation of these figures, if any? if not, which is 
correct ? 

Admiral Wrrntneron. The figures in the statement are correct, 
Mr. Wigglesworth. 

Mr. Wicctesworrn. In which statement? 

Admiral Wirnineron. In my statement. Since January 31, addi- 
tional reprograming actions have occurred into the field of guided 
missiles. Also there have been comparative transfers between the 
Bureau of Aeronautics and Ordnance. This accounts for the discrep- 
ancy in the figures. 

Mr. Wiccteswortn. How do you get that guided missile program 
up to $100 million? 
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Admiral Wiraixeron. Since January 31, sir, another missile has 
shown such promise that it was essential to invest significant amounts 
of money in it. 

Mr. WiceLeswortH. Where did the money come from ? 

Admiral Wirnineton. It came from reallocation from activity 1, 
“Ammunition.” 

Mr. Wicctesworrn. You reflect a decrease of only $5 million.in that. 

Admiral Wirnineron. There is also a matter of reimbursement, 
sir, of more than $3 million. 

Mr. Wice_esworru. Reimbursement from where? 

Admiral Wirrntneton. Shell sales, MDAP. 

Mr. Wiccreswortu. That gives you $8 million, and your guided 
missile revised figure is $15 million above the report made on Feb- 
ruary 16. 

Admiral Wirnineron. Mr. Wigglesworth, I have an unclassified 
sheet here showing the figures if you wish it. 

Mr. Wieetesworru. I am asking a very simple question. It seems 
to me someone should be able to state where the money came from. 
If you can’t give it to us now, please put it in the record when you 
revise your remarks. 

Admiral Wirutneron. The increased figure I have, Mr. Wiggles- 
worth, is $9.6 million. 

Mr. WiaccteswortH. I have already quoted the figure from the Feb- 
ruary 16 report as $87,200,000 as of January 1, 1956. Your opening 
statement, page 6, gives a figure of $100.2 million. According to my 
arithmetic that isa ‘$13 million increase. Somebody should be capable 
of explaining where the money came from. 

Admiral Wirnineton. The two figures are $9.6 million and $3.4 
million, a total of $13 million. 

Mr. Wieeteswortu. From where? 

Admiral Wirnineron. Comparative transfers of $3.4 million. 

Mr. WiaeLeswortH. From where? 

Admiral WrrniNneron. Bureau of Aeronautics. Reallocation from 
the ammunition program, activity 1, $6.4 million, reimbursements 
$3.2 million. 

Mr. WieGLEswortH. From where? 

Admiral Wirnineton. MDAP. 

Mr. WiecieswortH. That is all, Mr. Chairman. 


AMMUNITION 


DEPARTMENT OF THE NAvy 


BupGcet Activity No. 1—Ammunition 





Increase (+) 
ie a Sed | or de- 
i : Fiseal year Fiscal year Fiseal year 
> val > . a = 7 2 “ "Tease 
Project title } 1955 1956 1957 | crease (—), 
| difference 
(1957-56) 


Ammunition. ___-- 5 : coe 73, 887, 135 $73, 196, 000 | $100, 428,000 | +-$27, 232, 000 

Mines__-- rey 3 7 452 6, 856, 000 | 7, 7° 000 | +902, 000 
T orpedoes.. --- lia arig , 745, 183 17,947,000 | 18, £43 000 | +596, 000 
Production support f 3 , 788, 095 5, 351, 000 | 5, 707, 000 | +356, 000 
First destination transportation. - -_ | 3, 264, 909 4, 800, 000 | 4, 579, 000 | + 221, 000 
Less prior year availabilities_. siete — 26, 800, 000 26, 800, 000 


Obligations payable from appro- |, 
priated funds t = 127, , 774 108, 150, 000 110, 215, 000 +-2, 065, 000 
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Mr. Suepparp. We will pick up the activity “Budget activity No. 
1—ammunition,” reflected on page 1—C-1 of the justifications. 

I see for the fiscal year 1955 you reflect having actual of $127,888,- 
774; fiscal year estimate in 1956 is $108,150,000; fiscal year estimated 
for 1957 is $110,215,000. 

There appears to be a major change in the production supporting 
program. Last year, fiscal year 1955 obligations were estimated to be 
$48,963,000. 

The present justification shows them to have been $14,788,090. Why 
this ine, Admiral, please ? 

Admiral Wrrutneron. Mr. Chairman, the major factor is the so- 
called Lyons project for cold-forming bombs. This has been delayed 
because it has not been proved. The amount of money involved is 
$23.5 million. 

The smaller items consist of facilities which upon reevaluation we 
did not consider to be essential. 


INCREASE IN 1957 FOR AMMUNITION 


Mr. Suepparp. Let us pick up item 1—-A, ammunition, in which you 
have a fiscal 1957 request for $100,428,000, which shows an increase of 
$27,232,000. 

I wish you would give us the reasons for the increase and generally 
what is procured in fiscal year 1957 program. 

Admiral Wirntneton. As I mentioned in my statement, Mr. Chair- 
man, we are requesting an increase of $14.4 million in gun ammuni- 
tion. The purpose of this increase is to keep going at a minimum 
production rate, one 3-inch and one 5-inch projectile and cartridge 
case line. Increases in aircraft ammunition include a large item of 
over $10 million for special weapons practice shapes. I mention this 
high cost in my statement which is a matter of concern. This cost 
is increasing. Demand for these special weapons shapes by naval 
aviation also is increasing. These are the major factors in the increase. 

Mr. Sueprarp. What is the general availability of the items in the 
quantity desired ? 

Admiral Wirutneton. We have great difficulty, sir, in getting spe- 
cial weapons practice shapes which are produced by the Army. There 
is no other serious difficulty in the procurement of ammunition. 

Mr. SuepparD. How much is to be obligated for items of test and 
evaluation and what are these items? 

Admiral Wrraineton. You mean in the field of ammunition, Mr. 
Chairman ? 

Mr. Suepparp. That is correct. 

Admiral Wirmineton. Approximately $14 million. 

Mr. SHepparp. Under this item what is the general status of the 
overall requirements—good, bad, or indifferent ? 

Admiral Wirnineron. This involves costs at the torpedoproof 
ranges at Newport and Keyport. It involves a proving ground cost 
of proving ammunition; it involves other production support and 
tests of the VT fuses. The general situation is satisfactory. 

Mr. Suepparp. Last year there were large decreases from the pre- 
vious years in the purchase of guns and ASW ammunition. Why the 
change in fiscal year 1957 which shows a sharp increase ? 

Admiral Wirnutneron. The reason for the gun ammunition in- 
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crease, Mr. Chairman, is that our carryover money ran out and we 
have to have new money in order to keep these minimum facilities 
operating. 

Mr. SHepparp. Same thing prevails on ASW. 

Admiral Wiruineron. In antisubmarine warfare almost $5 million 
is in a high-classification project. 

(Discussion held off the record.) ' 

Admiral Wiruineron. The second large item is $4.4 million for 
5-inch solid-head rockets for use in ASW airplanes. These are the 
major items in the increase. 

Mr. SuHepparp. What is the other project of higher classification ¢ 

Admiral Wrraineron. Off the record. 

(Discussion held off the record.) 


MINES 


Mr. Suepparp. With reference to 1—B, “Mines.” I notice an in- 
crease reflected of $902,000. Explain the increase, please. 

Admiral Wirnrneron. That amount of money, Mr. Chairman, is 
almost entirely in mine components. We have found by drill mine 
plants that we have defective components in the stockpile. This 
money reflects the necessary amount to start on the replacement of 
these defective components. 

TORPEDOES 


Mr. Suepprarp. I note in item 1-C, “Torpedoes,” you reflect an in- 
crease of $596,000. 

Admiral Wiruinerton. This reflects the approach toward produc- 
tion of an improved high-speed antisubmarine tordepo at an increase 
of nearly $1 million in an air-drop-type torpedo. 

Mr. Suerrarp. What is the status of availability on that item? 

Admiral Wirutneron. The air-drop torpedo now is in production. 
The experimental high-speed torpedo is delayed by the Westinghouse 
strike. 

Mr. Sueprarp. What particular effect has that long, drawn-out 
strike had on your program ? 

Admiral Wrrnineron. Fortunately it has had no serious effect on 
the Bureau of Ordnance. To my knowledge this is the principal 
item. These are the complex electronic panels that go into torpedoes. 

Mr. Suerparp. How much is to be obligated in this field? I refer 
now to tests and evaluation. 

Admiral Wirutneton. The evaluation of torpedoes, $2,236,000 
scheduled in fiscal 1957. 

Mr. Suepprarp. Will you give us the status of the overall require- 
ments as well ? 

Admiral Wirurneton. In evaluation of torpedoes? 

Mr. Suepparp. In the torpedo field. 

Admiral Wiruineron. Off the record. 

(Discussion held off the record.) 

Mr. SuerparD. You are requesting funds to procure torpedoes for 
pilot production. What type of torpedo is this? Is it now available 
or still in prototype status ? 

kanivel Wirurneton. Still in prototype status, sir. 
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Mr. Suepparp. Has the prototype been in evidence long enough so 
you can go into production, improved to the point of production yet, 
or are you still developing the prototype? Do you have a foreseeable 
deadline? 

Admiral Wirxutneron. When we asked for this money we were con- 
fident. Now with the long delays in the Westinghouse strike we are 
not so confident. We hope we can develop the torpedo i in time to do 
the prototype production. The torpedo is important. 


PRODUCTION SUPPORT 


Mr. Suerrarp. Pick up the next item, 1—D, “Production support.” 
You have a $356,000 increase. 

Admiral Wirnuineron. There are numerous increases and decreases 
in this program, Mr. Chairman. There is an increase of half a million 
dollars for special weapons; a decrease of almost $1.5 million in “Pro- 
duction preparedness measures”; an increase of $2 million in “Pro- 
duction support.” 

Mr. Suerrarp. Is that under the $2 million ? 

Admiral Wrrntneron. Production engineering; yes. 

Mr. Suerparp. What is the need for this item and how was the 
work done before with reference to production engineering ? 

Admiral Wirutneron. This always has been needed, Mr. Chair- 
man. Previously it has been funded in the price of the end item. I 
think it is more logical to show it this way. 


FIRST DESTINATION TRANSPORTATION 


Mr. SuHepparp. I notice your next and last item reflected here, “First 
destination transport: ition,” you show decrease of $221,000. I think 
you referred to it, but how did you accomplish it? 

Admiral Wirnrneton. This part of our budgeted money for trans- 
portation, Mr. Chairman, is intended to transport the items which we 
propose to buy under this category; that is, all of the ammunition 
items. 


PROCUREMENT OF SHAPES 


Mr. Suerparp. With reference to 1-A, “Ammunition,” what was 
the reason for your difficulty with the Army in securing your practice 
shapes ? 

Admiral Wirntneron. I think the correct answer, Mr. Chairman, is 
that they are very tough to make. They are complex. They are 
not just objects, such as practice bombs to simulate service general 
purpose bombs. 

Mr. Sueprarp. What kinds of shapes are they? Will you define 
that for me? 

Admiral Wirnineron. Yes, sir. They simulate the shapes and 
aerodynamics and operation of every different type of bomb in the 
stoc kpile. 

Mr. Suerrarp. What is the status relative to your outstanding re- 
quest of the Army in this field? 

Admiral Wirutnetron. Off the record. 

(Discussion held off the record.) 





Mr. SHerrarp. What answer has the Army given you as to the 
sasons as to why they are not providing the subject matter we have 
been discussing as rapidly as you would like to have them entered 
— your program ¢ 
Captain Pryney. Most of the shapes are shared jointly by the Navy 
_ Air Force. Our Navy requirements have been increasing from 
ear to year as generated by the fleet commanders, and because - of the 
Jead time involved our orders have alw ays lagged the generation of 
new fleet requirements. 

This year we are getting enough shapes to satisfy fiscal 1955 require- 
ments for shapes. 

However, in all categories the requirements were increased last sum- 
mer, and we are therefore not receiving our shapes this year at the 
rate desired by the fleet, 

Mr. Suepparp. Is there a possibility of lack of ability to produce? 
Is that involved, or is it just a new technique which has not been solved, 
or what is it? What creates this great cloud here? I am trying to 
determine the reason why they are not getting this to you. 

Captain Pinney. People have not looked far enough ahead to an- 
ticipate requirements. ‘These requirements have not been stated in 
time to be budgeted for, and we have about an 18-month administra- 
tive and produc tion lag in supplying these items. 

The Bureau of Ordnance is now designing some shapes of its own. 
The Army has recently attempted to establish additional production 
sources. I do not believe they have yet awarded bids for these items. 

Mr. Sueprrarp. Off the record. 

(Discussion held off the record.) 

Mr. SHerparp. Are you the only military agency procuring in this 
specific field of requirement so far as you know ¢ 

Admiral Wiruineron. Special weapons shapes ? 

Mr. SHEPPARD. Yes. 

Admiral WIrTHINGTON. So far the Army is doing all this. 

Mr. SuHepparD. You mean they are doing the procuring ? 

Admiral WITHINGTON. Yes, sir. 

Mr. Suepparp. But they are doing it for you ? 

Admiral Wrrnrneron. And the Air Force. 

Mr. Suerparp. And the Air Force as well ? 

Admiral WiruineTon. Yes, sir. 

Mr. Suepparp. Is it reasonable to assume that accommodation of 
total requirements emanating from your branch of the service and the 
Air Force, that the present ability to produce in that field is over- 
taxed ? 

Admiral Wirutneton. I don’t believe it is, sir. 

Mr. Suepparp. Very well. 

Mr. Norrett. You have just testified regarding the procurement 
of ordnance and ammunition by the Navy ? 

Admiral Wirutneton. Yes, sir. 


LABOR DIFFICULTIES 


Mr. Norrett. I am wondering if you are having any substantial 
labor trouble outside of the one company which has ; been mentioned ¢ 
Admiral Wiruineron. No, sir. 


74195—56 i4 
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Mr. Norrewu. Just the one? 

Admiral Wirutneton. Yes, sir. 

Mr. Norrexu. Is there any way that you can change your arrange- 
ment and get some other company to take the contract? What is 
the company with which you are dealing now ? 

Admiral Wrrutneton. Westinghouse is the supplier of these panels. 

Mr. Norrett. How about some other company? Could that be done? 

Admiral Wiruineton. We may have to do that, Mr. Norrell, but 
we would lose a great deal of valuable time. 

Mr. Norrewy. I am greatly in favor of all labor receiving proper 
consideration, but I believe you have had this trouble now some 3 
months. 

Admiral Wrrutneron. Yes, sir. 

Mr. Norretu. It is about time that you looked into some other 
concern. 

Admiral WrrHincTon. We will do so, sir. 

Mr. Anprews. In that connection, Admiral, couldn’t you get your 
plans, and so forth, from Westinghouse and turn them over to some 
other company ? 

Admiral WirnurNeton. It is not quite as simple as that, sir. There 
is material in process which we could use if we could get it, and it is 
not finished. We would lose this. 

Mr. Anprews. The strike is affecting the procurement of essential 
materials in the defense of this country. 

Admiral Wirutneton. And a great deal of other material is simi- 
larly affected. 

Mr. Anprews. Has the Navy made known to union and company 
officials the fact that the defense of this country is suffering? 

Admiral Wrrutneton. I am sure, sir, that the labor office and the 
Office of Navy Material have been very active throughout the strike; 
I know they have. 

Mr. Anprews. I would like you to tell me something about the dif- 
ference in the capability of World War II submarine torpedoes and 
your present. torpedoes. 

Admiral Wrrntneron. Off the record. 

(Discussion held off the record.) 


MDAP REIMBURSEMENTS 


Mr. Wiacieswortn. Looking at budget activity No. 1 as a whole, 
it would appear that you require about $137 million for 1957 as com- 
pared with $108 million in 1956, but that you are able to reduce that 
estimated requirement by $26.8 million because of prior year 
availabilities. 

What are those prior year availabilities ? 

Admiral Wirnrineton. These are reimbursements MDAP. 

Mr. WiacteswortH. Every time we talk about MDAP we seem to 
get a different figure. One time it is $45 million, one time it is $23 
million, one time it is $25 million; now here is $26.8 million. Where 
is that $26.8 million reflected in your overall green sheets ? 

Admiral Wirnineton. The total of activity 1 and Q, sir, is $34.8 
million. Again, sir, it is buried in the two figures on N-13-2, 25.7 
and 45.3. 

Mr. WicGLeswortu. Which makes 70 million ? 





689 


Admiral Wirntneton. Yes. 

Mr. WiccteswortH. This is $26.8 million. This morning we had 
two other figures. 

Admiral Wirntneron. $34.8 million is the total on page 4, $26.8 
million under activity 1 and 8 under activity 2. This is the figure we 
talked of this morning. It is on page 4, the white page, summary of 
obligations. 

r. WiccLeswortnH. It is not in your green sheets ? 

Admiral Wirutneron. Not as this figure, no, sir. 

Mr. WiceieswortH. What is the total MDAP availability, if you 
‘an use that word, in 1957 ? 

Admiral Wirnrineron. $48.7 million. 

Mr. Wiaeteswortn. Off the record. 

( Discussion off the record. ) 

Mr. WieeLeswortH. What is the total MDAP availability for 1957 ? 

Mr. Wuauu1aMs. Total MDAP availability for 1957 is $48,752,106. 

The unobligated balance for the appropriation “Procurement of 
ordnance and ammunition, Navy,” as of the end of fiscal year 1956 is 
$71,080,544. This is composed of three figures. One, $22,338,438 
appropriated ; reimbursements earned, $23 million; reimbursements to 
be earned in future years, $25,752,106. 

Mr. WiceLeswortu. It seems to be impossible to reconcile the vari- 
ous figures in the opening statement, the green sheets and justifications. 

Mr. Wiuuiams. These figures check with the green sheets, Mr. Wig- 
glesworth. On page N-13-2 of the green sheets the item of $45,328,- 
438 comprises the 2 figures I referred to of the appropriated figure of 
$22,338,000 and the reimbursements earned of $23 million. 

Mr. Wiecieswortu. I am not going to confuse the record further 
by trying to reconcile these figures. I assume they can be straightened 
out off the record before we mark up the bill. 


INCREASE IN AIRCRAFT AMMUNITION 


Now let me ask you, with reference to item 1—A, $100,428,000, an 
increase of $27,232,000, compared with the current fiscal year, increase 
of about 25 percent, broken down on justification page 1—C-—5 of the 
justification. 

I notice that the bulk of the increase is in the first three items. I 
did not understand why you need a 14 percent increase in your aircraft 
ammunition for 1957. This item moves up from $36 million in 1955 to 
$41 million in 1956 to $48.6 million in 1957. 

Admiral Wrrutneton. The largest item, sir, in the aircraft am- 
munition was discussed at considerable length this morning. The 
question of Special weapons practice shapes. 

Mr. Wiecteswortu. How much does that account for? 

Admiral Wrruineron. Ten point three million. 

Mr. WiceLeswortnH. Out of forty-eight million six? 

Admiral Wiruineton. Yes, sir. 

Mr. WiccLEswortu. Is that a new item? 

Admiral Wrrutneton. No, sir; it is a much enlarged item from 
last year. 

Mr. WiccteswortH. How much did we spend on it last year? 

Admiral Wirnrneron. Six point six. 

Mr. Wiccieswortu. What else is in the $48.6 million? 

Admiral Wirnineron. Two point seventy-five rocket is down. 
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Mr. Wieeteswortu. What do you mean “down” ¢ 

Admiral Wiruineton. Less, sir. 

Mr. Wiceteswortu. How much? 

Admiral Wrrnineton. $1.9 million. 

Mr. WiaeieswortH. From what to what ? 

Admiral Wrrurneron. $8.8 million to $6.9 million. 

Mr. WiceLeswortH. What is the next ? 

Admiral Wrrutneron, Twenty millimeter aireraft ammunition for 
the Mark 12 gun up from four point seven to four point four; 500 
pound low drag bomb up from four point nine to five point nine, 250- 
pound low drag bomb down from three point five to two point six, 
250-pound water and sand-filled low drag bomb, a new item, $2 mil- 
lion opposed to nothing; the increase in special weapons practice 
shapes you already have; special air-drop bomb down from three point 
two to one point two, 2 million; a new item, the 5-inch Zuni, up from 
500,000 to six pomt twenty-five million. These are the major items 
which changed. 

Mr. WiccLteswortu. That accounts for an increase, roughly, of $8 
million or $9 million. 

Admiral Wrruineron. That is the small items. 

Mr. WicciesworrH. Why do you need a $27 million increase? 

Admiral Wirutneron. This is simply in the aircraft ammunition 
category I am speaking of so far, Mr. Wigglesworth. 

Mr. Wiceieswortu. I beg your pardon. You have given me about 
6 million out of the 7 million increase. 

Admiral Wrrntneron. Do you wish me to proceed to the gun am- 
munition item, sir? 

GUN AMMUNITION 


Mr. Wiceieswortrn. I noticed that the gun ammunition item re- 
flects an increase from about $4 million in 1955 to $7.4 million in 
1956, and now you want $13 million in 1957, or a hundred percent 
increase. 

Admiral Wirntneron. Yes, sir. The largest increases as I have 
testified this morning, are in 3-inch fifty ammunition. 

Mr. Wiceteswortu. What page is that? 

Admiral Wrrutneron. 1—C—13, increase from $1.2 million to $7.9 
million; 5-inch thirty-eight ammunition, increase from $50,000 to 
$7.3 million; projectiles VT fuses from nothing to $1.5 million. 

Mr. Wiccteswortu. Why do you want that $7 million increase in 
5-inch thirty-eights ? 

Admiral Wrrnineron. The carryover money, sir, is running out. 
We feel it is essential to keep one line running of cartridge cases and 
projectiles at the minimum rate. 

Mr. WiccLeswortu. What inventory do we have, and what. per- 
centage does it reflect as compared to usage in the last year or so? 

Admiral Wrrntneron. “M” plus 2 months on 5-inch thirty-eights. 

Mr. Wiceieswortu. That is your inventory ? 

Admiral Wrrntneron. That.is our inventory position. 

Mr. Wiceieswortu. In terms of usage, have you been using this 
ammunition at all in the last year or two? 

Admiral Wirntncron. For target practice; yes, sir. 
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Mr. Wiceteswortn. You have M plus 2 now. What is this request 
going to give you? 

Admiral Wrrutweron. With this we will have an M- plus-2 supply. 

Mr. Wiceiesworrn. What have you got now? 

_ Admiral Wrrnineron. This just about offsets the peacetime train- 
ing consumption. 

Mr. WicGLeswortH. You mean you are going to use in peacetime 
training about 

Admiral Wirntneron. $7 million worth of 5-inch ammunition; 
yes, sir. 

Mr. Wiceteswortu. Why did you not. need more last year? You 
did not have any 2 years ago. 

Admiral Wirnineron. We have a relatively large carryover from 
the money that was appropriated during the Korean emergency. 

Mr. Wicerrsworru. How about projectile VT fuses, zero last 

year, $1,548,000 this year 

Admiral Wrrutneron. This is the same story of carryover, sir. 

Mr. Wiceiesworrn. In an attempt to clarify this, in the last year 
or two I have asked you to furnish a table. I would like to have 
another table, not for the record but for the benefit of the committee, 
such as is referred to at bottom of page 769 of last year’s hearings, 
namely a table that will be brought up to date to show the estim: ated 
receipts and estimated consumption during fiscal 1957, and the esti- 
mated inventory as of June 30, 1957, by the various categories, about 
10 in number, that you have given prev iously, 

Admiral Wrrarneron. I believe this is the information you wish, 
sir. 

Mr. Wicaieswortn. I will have a look at it. 

Looking hastily at the table you have handed to me, it would appea 
that as of June 30, 1956, in the gun ammunition we have been talking 
about you estimate a dollar inventory of $1.5 billion roughly, and 
you estimate rec eipts of $55 million during the year, and consumption 
at $109 million, giving you an inventory of $1.4 billion as of June 
30, 1957. You anticipate that this means a defic lency without 1957 
funds of $9,584,000. I do not know what that is based on. With 
1957 funds, about $85,000. On what basis do you estimate that de- 
ficiency ? 

Admiral Wirureron. Relative to mobilization requirements, sir / 

Mr. WiceLeswortu. You show a peacetime deficiency without 1957 
funds of $9,584,000. My question is: What is that based on? 

Admiral Wirrutneron. This is based, sir, on our best information 
on the annual peacetime usage of gun ammunition. 

Mr. Wiceteswortn. What is the yardstick? 

Admiral Wiruineron. Reports from the fleet. 

Mr. WiccieswortH. You have a deficiency of $9.5 million; it must 
be a deficiency against some overall figure. W hat is that figure and 
what is the reason for using it as the yardstick ? 

Admiral Wrrxrneron. The basic figure, Mr. W igglesworth, in all 
types of ammunition is mobilization reserve material requirement 
and this is the amount of ammunition which would keep us going 
in a war for 12 months.. We are not in this position, as I testified 
this morning, on any caliber of ammunition. In gun ammunition 
we are approximately at an M-plus-2 months position. 
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PEACETIME REQUIREMENTS IN GUN AMMUNITION 


Mr. Wiccieswortn. Let me try another way. What are your over- 
all requirements without 1957 funds for your peacetime requirements 
in gun ammunition ? 

Admiral Wrrutneton. $80.4 million. This is the sum of the column 
here, sir. 

Mr. Wiecieswortn. I am talking about gun ammunition. 

Admiral Wrrnineton. Gun ammunition only is 9.584. 

Mr. WiccieswortH. That is a deficiency ? 

Admiral Wrrutneron. As you will note, sir, with the 1957 funds 
we come out approximately even, except for $85,000. 

Mr. WiceLeswortH. You still do not tell me how you arrive at that 
conclusion. You do not give me what the total figure you need is, 
and you tell me results but not reasoning. 

Mr. Suepparp. The gentleman is addressing his principal question 
to the reasons why you want this amount of money. 

Mr. WiccteswortH. You certainly can tell me what your require- 
ments are for gun ammunition on a peacetime basis in fiscal 1957. 

_ Captain Arxrns. The 5-inch thirty-eight projectile, we use 260,000 
in a year, sir. 

Mr. WiccteswortH. Do you not know what your peacetime require- 
ments for the item entitled “Gun ammunition” are in fiscal 1957 
without 

Admiral Wrrutneton. As it happens, the amount in the budget 
for gun ammunition in this fiscal 1957 budget is almost precisely in 
money value what we anticipate to be our annual requirement, $9.5 
million. This is not true in other categories of ammunition in this 
budget. 

Mr. Wiccteswortn. I give up, Mr. Chairman, I have no further 
questions. 


ORDNANCE EQUIPMENT 


Bupcet Activity No. 2.—Ordnance equipment 


Increase (+) 


; ; Fiscal year | Fiscal year | Fiscal year 
Project title 1955 1956 1957 


2A | Antisubmarine and underwater ord- 
nance equipment $5, 906, 000 $5, 183, 000 — $723, 000 

2B | Antiaircraft and surface-type ordnance 
DOI ho dccdctncccas ceednakent 9, 791, 945 4, 081, 000 19, 504,000 | +15, 423,000 
2C | Aviation ordnance 3, 043, 725 784, 000 2, 950, 000 +2, 166, 000 
2D | Production support____--- 2, 064, 723 1, 222, 000 3, 050, 000 +1, 828, 000 
2E | First destination transpor 766 187, 000 —1, 392, 000 
j Less prior year availabilities__----| —8, 000, 000 —8, 000, 000 

Obligations payable from appropriated | 


funds | 24,332,850 | 13, 572,000 | 22, 874, 000 | +9, 302, 000 


Mr. Sueprparp. All right, gentlemen, we will pick up the next item. 
Reflected as budget activity No. 2 “Ordnance equipment,” which is 
reflected on page 2-C-1 of your justifications, wherein I find your 
actual appropriation for 1955 reflected as being $24,332,850 and for 
fiscal 1956 your estimate is $13,572,000 and your estimate for 1957 is 
reflected as being $22,874,000; reflecting a total increase of $9,302,000. 















ANTISUBMARINE AND UNDERWATER ORDNANCE EQUIPMENT 


Mr. Suepparp. Now, with reference to 2-a, that shows a decrease 


of $723,000. I would like to have the reason for the decrease. When 
you are finished with that I would like to have the availability of the 
items desired, and I would also like to have how much is to be obli- 
gated for items of a test and evaluation nature and what these items 
are; and, five, the final part of the question, the status of the overall 
requirements. 

That same series of questions are involved in each of these subdivi- 
sions which I will inquire into, but give me the answer to the first one, 


please. 





























Admiral Wirrurineron. The overall category 2-A shows a decrease, 
as the chairman said. Part of the requested money is for replacement 
nets in the amount of $500,000. 
inventory is $148 million. 

Mr. WiceteswortH. What 

Admiral Wirnitneron. 2—( 
ment of 62 mines which are controlled mines for harbor defense. 
is replacement of mines actually expended in practice. 
measures equipment shows a decrease of about $169,000 from last year. 
There is a recurring item of $526,000, up $156,000 from the preced- 
ing year, equipment for our degaussing stations. 
million is down $1.3 million from last year. This is a temporary de- 
crease and will probably increase in subsequent years. We are trying 
to improve our ASW capabilities. This is especially true, Mr. Chair- 
man, in the category of launchers. 

Mr. Suerrarp. Pick up the next; how much is to be obligated for 
items of a test and evaluation nature ? 

Captain Jacoss. Under harbor defense we have no moneys to be 
allocated for evaluation of these items. That is, under 2—A. 

Under countermeasures equipment we have no money allocated to 


evaluation. 








This is an increase. Our total net 








page is that? 
There is an item for replace- 
































Fire control, $2.9 



































Under fire control we have no mone 
such. This is all hardware to be installed under fire control in the 


ships. 


allocated to evaluation as 





Mr. Suerrarp. Now, give me the answer as to availability of items 
in quantity desired. 

Admiral Wrruineron. There is no problem in this category of 
design of these items we propose to procure. 

Mr. Suepparp. What is the status of the overall requirements, then, 
at the moment ? 


Admiral Wrrntnetron. You mean status of our appropriation this 


year, sir? 


Mr. Suepparp. Past year, overall requirements. 
tion I directed to you this morning on another activity. 

Admiral Wirutneton. Our 
have a very large inventory. 
mines also to be satisfactory. This is a job we took over from the 
Army after World War II. The degaussing stations are well 
equipped. Generally speaking, I think our antisubmarine fire con- 
trol is pretty well u 
ment and as I told the chairman we are endeavoring to improve the 
whole weapons system in order to get better weapons with which to 
attack high speed submerged targets. 


The same ques- 


osition in nets is satisfactory, we 
consider our position in controlled 


to the state of the art, but subject to improve- 
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Mr. Suepparp. Now, I wish you would discuss with the committee, 
and quite fully, please, the present status of your antisubmarine 
program and your plans for the future. 

Admiral Wirrntneron. I would like to do this off the record. 

Mr. Sueprarp. Very well. 

(Discussion off the record. ) 


ANTIAIRCRAFT AND SERVICE-TYPE 


Mr. Surprarp. Let us pick up item 2-B, antiaircraft and service- 
type. You reflect an increase of $15,423,000. I would like to have 
you give us the answer to the same series of questions that [-asked 
before, to wit, the reasons for increases in this instance. 

Admiral Wirnineton. The first large increase is $4.1 million for 
a new gunfire control system. This is not to back-fit the fleet, but 
to replace wornout systems as they occur. The second and largest 
item for $9.9 million is for missile-control equipment. This is a very 
large expense. I mentioned this morning my concern about all this 
large expense in the missile area. 

There are otherwise no large pluses or minuses in the table. There 
is one decrease of $935,000 for a computer mark 103, for which there 
is—increase, excuse me. There is a decrease for item for range- 
finders, 1-meter base optical rangefinders we bought from England 
and our requirement is just about fulfilled now. 

Mr. Suepparp. Give us the status of availability of items in the 
quantity desired, approximately if you do not have it literally. 

Admiral Wrruineron. The only thing I am worried about on 
availability is this complete missile-control equipment. This is 
experimental and developmental in nature and I hope it will get there 
on time, but I cannot be sure. Otherwise we have no problem on 
availability. 

As far as evaluation is concerned, this whole investment of nearly 
$10 million is an evaluation investment. All this equipment will be 
installed at White Sands in connection with the firmg of the Talos 
missile. 

Mr. Suepparp. What is the quantity desired ? 

Admiral Wrrntncron. This is just one set of equipment. 

Mr. Sueprarp. How much is to be obligated for items of a test and 
evaluation nature? You stated that was all in that category ? 

Admiral Wirurneron. This is all in this category and this is the 
only significant item. 

Mr. Suepparp. Give me the status of the overall requirements. 

Admiral Wrrnineton. We will need to buy, in the future, more of 
this new gun fire-control system. I would hope that future Talos 
equipments will go in the fleet and be paid for out of the shipbuilding 
appropriation. This will be a continuing annual requirement for 
Synchros. We are in the situation here where we have more than we 
need of the old types and not enough of the latest and best. 

Mr. Sueprarp. I notice your comments pertaining to the requesting 
of $9.9 million for Talos fire-control equipment at White Sands Prov- 
ing Ground. Will this complete the necessary facility ? 

Admiral Wrrutneron. Yes. 

Captain Brapy. It will for this particular installation. 


ASR) Re ee Malia i 
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AVIATION ORDNANCE 


Mr. Suerparp. Next item, 2—C, “Aviation ordnance,” wherein you 
reflect plus of $2,166,000. First, the reasons for the increase ? 

Admiral Wrruineton. This increase was mentioned in my state- 
ment, Mr. Sheppard. Primarily the 2.67 million requested for back- 
fitting is for “ordalts” on the mark aircraft machinegun, to correct 
our past sins of omission. 

Mr. Suepparp. Give me availability of items. 

Admiral WrrHineton. No problem on availability, sir. 

Mr. SHEPPARD. Quantity / 

Admiral Wirurineron. No problem on quantity. This $200,000 for 
prototype is an evaluation item. 


PRODUCTION SUPPORT 


Mr. Suerparp. Pick up your next item, 2—D, “Production support,” 
that is reflected as $1,828,000 increase. Explanation for the increase. 

Admiral Wrrntneton. We need $350,000, sir, a one-term item to 
repair the flood damage at the Barden Corp. plant in New England. 
This is the only superprecision ballbearing plant in the country. It 
serves all three services, but we carry it as far as cost is concerned 
and own many of the machines in the plant. 

Mr. Suerparp. Do you have a lease on that property ? 

Admiral Wrirutneton. No, sir. We have furnished part of the 
machine tools in the plant. This is a private company. 

Mr. Sueprarp. You are also supplying funds to take care of flood 
control ¢ 

Admiral Wirutneron. No, sir; flood damage replacement. 

Mr. Suerparp. Within the plant itself? 

Admiral Wirutneron. Within the plant. 

Mr. Suepparp. I see. Presumably that had to do with the items 
that are Government-owned ? 

Admiral Wrrnineron. Yes, sir. 

Mr. SHepparp. You are not replacing items of their own opera- 
tional requirements or own ownership ? 

Admiral Wrrutneron. No, sir. We are not bailing out the plant. 
We request $1.6 million, which is $864,000 increase for installation, 
replacement, and procurement of machine tools in the ordnance estab- 
lishment. 

Mr. Sueprarp. Any other increases? 

Admiral Wirntneton. Yes, sir, the increase of $1 million in the 
naval industrial reserve ordnance plants. This is solely for the pur- 
pose of keeping the enormous plant in Minneapolis which we own, 
the Northern Pump Co. operated it, up to date. This is entirely a 
machine-tool replacement item. We expect to buy 98 machines with 
it. The present inventory in the plant, Government-owned, is $13.7 
million. This accounts for the major increases in this section. 

Mr. Suerrarp. I presume the explanation pertaining to the func- 
tions of these plants are comparable with the explanation given this 
committee when we were considering last year’s fiscal budget; is that 
correct? I mean in principle and policy procedures? 

Admiral Wirntneton. Yes, sir. 
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FIRST DESTINATION TRANSPORTATION 


Mr. Suepparp. All right, pick up the next item, 2-E, “First destina- 
tion transportation,” in which you reflect a decrease of $1,392,000. 
Please give us the explanation for the decrease in this requirement. 

Admiral Wirurneron. This decrease, sir, reflects a decrease in the 
volume of procurement. Actually the 1956 obligations amount we 
expect to spend is $330,000 rather than $1,579,000. The budget figure 
is not up to date. 

Mr. Suerrarp. This particular type of function is of a fluctuating 
character, I assume, is it not? 

Admiral WirnineTon. Yes, sir. 

Mr. SuHepparp. And in order to arrive at the present figure you 
presented to the committee you have had to follow the yardstick of 
your past experience and that contemplated from the requirements 
projected into the future ? 

Admiral Wirnineron. That is correct. And we have not had a 
great deal of experience. Previously, Supplies and Accounts paid 
this bill. 

Mr. Suerrarp. However, you do have access to this yardstick of ex- 
perience by request ? 

Admiral Wirurineron. Yes, sir, and we are using it, too. 


FREIGHT CHARGES 


Mr. Anprews. Admiral, are you having any trouble now with rail- 
roads or buses or trucks overcharging you for freight carried ? 

Admiral Wirimineton. Not to my knowledge. 

Mr. Anprews. Do you know anything about that, Admiral Smith ? 

Admiral Smrru. I would like to say, sir, that difficulty was spoken 
to last year, the fact that the transportation companies overbilled us 
and then, after a lapse of 2 years, the overbilling was collected by 
action of GAO. That practice has been counteracted to a large extent 
by action taken by the Bureau of Supplies and Accounts. They have 
branch offices set up throughout the country for freight-rate control 
and they are able to estimate pretty carefully, and we do not have 
that problem to the degree expressed last year, sir. 

Mr. Anprews. That is all. 

Mr. Sueprarp. In fact, you have a rather sizable group of people 
that are in the freight-rate specialist category that are constantly 
reviewing these programs and cost factors involved ? 

Admiral Smrrn. That is correct, sir. 

Mr. Suepparp. Catching little discrepancies and I understand bill- 
ing back for them when you find them; is that correct? 

Admiral Smiru. That is correct. 


HARBOR DEFENSE WORK 


Mr. WiccieswortH. Item 2A, for which you request $5,183,000, re- 
flects a decrease of $723,000, apparently made up of increases of 
$255,000 for harbor defense and $489,000 for launchers and projectors, 
and decreases of $169,000 for countermeasure equipment and 
$1,295,000 for fire control. What is the status of the harbor defense 
work? 
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Admiral Wrruineton. We figure we are well off in nets and rea- 
sonably well off in the required number of controlled mine systems 
which we have in the system. 

Mr. Wiccieswortu. Is this for additional defense or for mainte- 
nance and repair, or both? 

Admiral Wrrnineton. Money for nets, sir, is entirely maintenance 
and gen Launchers and projectors—— 

Mr. WicctEswortn. I am talking about the harbor defense request. 
Is that all nets? 

Admiral Wrrnrneton. Five hundred thousand dollars is for net 
replacement, $433,000 is for miscellaneous material, and $67,000 is 
for replacement mines. 

Mr. Wiccteswortu. Is the miscellaneous material for maintenance 
and repair ? 

Admiral Wirurneron. Yes, sir, this consists of such things as 
hydrophones, oscillators, voltage reactors, oscilloseopes—— 

Mr. Wiceieswortu. This whole item is substantially for mainte- 
nance and repair of existing defense ? 

Admiral Wirurneton. Existing plant; yes, sir. 


PRODUCTION SUPPORT 


Mr. WiceLEswortu. Under item 2—D, “Production support,’ you 
request $3,050,000 compared with $1,222,000, or an increase of $1,828,- 
000 broken down on 2—C-24 of the justifications. You have explained 
thistothechairman. I want to ask one question. 

A substantial amount of this seems to be for machine tools. Is this 
also for replacement or for new machine tools and if for new machine 
tools what is the dividing line, generally speaking, between the tools 
under this appropriation and those under the appropriation to the 
Office of the ae of Defense which is allocated to the three serv- 
ices at his discretion for the acquisition of machine tools? 

Admiral Wirutneron. Mr. Wigglesworth, this problem disturbs 
me and confuses me, also. I feel that the most businesslike way to 
approach the Congress on this problem is to come to you with our 
needs and this is what we have tried to do in this category. If we 
depend on the Secretary of Defense there is no real assurance that he 
will allocate us this money. 

Mr. WiceLeswortu. Is there any dividing line as to the character 
of the machine tools covered by the two appropriations or is it simply 
an election as to where you will apply ? 

Admiral WrrurnerTon. I believe this is the distinction, Mr. Wiggles- 
worth. Here we are concerned with the replacement and moderniza- 
tion of tools in existing plants. I believe that the Secretary of Defense 
is more concerned with the availability of machine tools for mobiliza- 
tion use. 

Mr. WicciEeswortH. There are no new machine tools in here except 
by way of replacement ? 

Admiral Wirnineton. There is a small item of $320,000 for a few 
additional machine tools in our own plants. 

Mr. WiccteswortH. Is my assumption correct that if all three serv- 
ices proceeded on the same basis you are proceeding on that there 
would be no call upon the funds appropriated to the Office of the 
Secretary of Defense? 
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Admiral Wrrutneton. I do not believe so, Mr. Wigglesworth, be- 

‘ause I am not concerned and I do not believe the Navy is, with the 
overall mobilization position of the Defense Department. 

Mr. WiccieswortH. But you are concerned with the overall defense 
position of the Navy Department ; ; are you not? 

Admiral Wrrurveron. Of my own plants; yes, sir. 

Mr. WicGLeswortH. When you speak of your own plants; is that 
navywide ¢ 

Admiral Wrrutneron. In the ordnance establishment; yes, sir. 


ORDNANCE GuIDED MisstILEes 


Bupcet Activity No, 3.—Ordnance guided missiles 
seieiainsnibedieimiiacaiann pene rene 
Increase (+) 
F ar ye ar | F aw ar Eieeel yory deux. 
wa difference 
(1957-56) 


<nttvel | wees 


Project 


Ordnance, guided missiles_- $70, 584, 659 | $83, 395,000 | $159, 242,000 | +$75, 847, 000 


Production support (Ordnz ance, guided | 


missiles) __ eo 903, 861 815,000 | 6,440,000 | +5, 625,000 
First destination transport: ition - 4M, ictal | 431, 000 229, 000 — 202, 000 


" $$ |_—_____—_—_— 

Obligations payable from appro- | 

priated funds.........-.-.-..--| 71,973,511 | 84,641,000 | 165,911,000 | +81, 270, 000 
| 


Mr. Snuerrarp. We will pick up the next budget activity No. 4 
“Ordnance and guided missiles.” 

I find your actual appropriation for fiscal 1955 was $71,973,511, 
your estimate for 1956 was $84,641,000, and your estimate for fiscal 
year 1957 is $165,911,000. This reflects an apparent increase of $81,- 
270,000. 

I wish you would explain the increase under 3A, which is reflected 
as being $75,847,000. 

Admiral Wrruineton. The first missile program in which there is 
a decrease is still one with a classified name. The decrease is $2.5 
million. 

The second program, also classified, shows a very large increase 
to a request for this year of $37.7 million. This missile has come 
along very fast. 

We now have selected and put to work a second contractor. 

The third program, Talos, which has recently been declassified, is 
already under Bendix contract. 

The Terrier program is the only one, as I told you this morning, 
which is in full production. This reflects an increasing require- 
ment.as more ships are planned for the use of this weapon. The to- 

tal increase is $20.5 million. 

That last missile is still classified. This is the one that I told the 
chairman I was betting Admiral Burke that we would have ready in 
time for the destroyers in this year’s program. The increase is $11 
million over fiscal 1956. 

As to availability, the Terrier is going well; the Tartar is going 
well; classified missile production is just beginning to come out from 
B company. The new company has not had a chance to show us 
yet whether it can produce on schedule or not. 

There has been no difficulty with the air-to-surface missile. 
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As to evaluation, much of this Tartar money is for evaluation pur- 
poses. We are also asking for money in the Terrier for the improve- 
ment program. 

There is also certain money in this budget for improvement of 
a classified air-to-air missile. 

As far as the Bureau of Ordnance general situation in missiles is 
concerned, our only production missile of its type really is the Terrier 
as of today. 

Mr. SHerparp. What is the approximate unit cost now compared to 
last year. 

(Discussion off the record.) 

Mr. Suerrarp. Are there any other comparisons / 

Admiral Wirrutnetron. No,sir. Onthe Tartar we have had no com- 
parison as to cost. 

Mr. Sneprrarp. What is the required production lead time? 

(Discussion off the record.) 

Mr. Sueprarp. With regard to the relationship of missiles being 
produced by other military services, can you give us some comments 
relative to that? 

Admiral Wirntneron. I assume you refer to the cross-service use 
of missiles? 

Mr. SuHerparp. Yes. 

Admiral Wirnineron. I would say there is a heartening show of 
mutual interest and support in this program. 

Mr. Sueprarp. What is the up-to-the-moment status of the Tartar 
missile you have referred to? 

(Discussion off the record.) 


PRODUCTION SUPPORT 


Mr. Suerrarp. Pick up the next item, 3B, “Production support,” 
wherein you reflect a $5,625,000 increase. 

I would like to have an explanation of the increase and then have 
you follow through with the other questions I have already pro- 
pounded, if you will. 

Admiral Wrrnineron. The increase in support of the specific pro- 
gram is $4.1 million. This is composed of the following items: In- 
clusion of the Bendix-Talos facility, $2.750 million; modification of 
present Navy building supplied Bendix which it operates, $840,000 ; 
an increase in the airframe capacity of McDonald Aircraft, which 
makes the Talos airframe, $200,000 ; $100,000 each at the large Terrier 
plant in Pomona, Calif.; another increase of $100,000 for Bendix on 
teeta and an increase of $250,000 for Indianhead in order to in- 

-ase our capacity for making propellant. 

“ie Sueprarp, What is the status of the program and the status 
of the obligation ? 

Admiral Wrrutneron. I believe we will have no difficulty in ob- 
ligating the money. We have, I think, made an adequate survey of 
the contract in each case; we know what we plan to do at Indianhead 
and in what way, to modify the existing building to increase our pro- 
pellant grain capability. 

Mr. Sirepparp. Are you finding any shortage in getting all of your 
production support in this field ‘to properly ‘produce e for you? Are 
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you finding any specific outstanding difficulty, such as we had brought 
to our attention this morning on another issue ? 

Admiral Wirurneton. .I would say “No” to that. We have had to 
do some rather violent reprograming in order to keep up with the 
progress of the art, so to speak, in this field. In this area, facilities 
are probably the most difficult single one. We are still concerned with 
the availability of enough money to produce adequate facilities to 
produce the Talos for the Air Force. 


TRANSPORTATION 


Mr. Suerrarp. The last item reflected under this project is 3C, 
“Transportation,” which shows a decrease of $202,000. 

Admiral Wrrutneron. This seems odd, because the production of 
missiles in general is increasing. I believe the reasonable answer is 
that we are scheduling more realistically now and we do not have to 
use airfreight so much. 

Mr. Suepparp. In other words, you can take the slower methods of 
delivery and still have your functions operate satisfactorily. You 
have the time element to permit you to do that way; is that correct? 

Admiral Wirutneton. Yes, sir. 

Mr. Anprews. Are you able to stockpile any of these missiles that 
are in production ? 

Admiral Wrrnineton. Only the Terrier so far. 

Mr. Anprews. Once one has been made and stored, is there any 
deterioration ? 

Admiral Wrrurneton. I wish I knew. The question of shelf life is 
one of very deep concern for all three of the services. We do not know 
as of now how long these little, precise tubes, resistors, and capacita- 
tors will last. Particularly is this true when stored on board ship 
and subject to vibration. 

Mr. Anprews. When you store one, what percent is it completed ? 

Admiral Wrrutneron. That is all ready. 

Mr. Anprews. That is all ready ? 

Admiral Wrrnineton. Except for final preparation to be fired. 

Mr. Anprews. Nothing needs to be added ? 

Admiral Wrrurneton. I am speaking now of when stored on board 
ship. It is not true of storage onshore, where the missiles are stored 
in a less ready condition. 

Mr. Anprews. But you have no information as to the deterioration 
of the missiles when they are stored either afloat or ashore? 

Admiral Wrrnineron. We have set aside a few Terrier missiles and 
we are examining them periodically and checking to see what has 
happened during this period of storage; but our information so far 
is very incomplete. 

Mr. Anprews. It is a mighty expensive item to go bad. 
Admiral Wrrnrneton. Yes, sir; it certainly is. 
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INDUSTRY PREPAREDNESS MEASURES 


Mr. Wiceteswortu. Under item 3B, “Industry preparedness meas- 

ures,” you had nothing in 1955; you have $250,000 in the current fis- 
cal year, and are asking for $2,200,000 in 1957. 

Admiral Wrrnineron. Mr. Wigglesworth, we have previously 
funded these costs which are essential in trying to produce the com- 
plex missiles as part of the missile cost. We have now broken out 
these costs into separate items. I believe this is a more graphic way 
to tell the committee just how the costs break down. 

Mr. WiGcGLeswortH. What does the item cover? 

Admiral Wirurneron. They are listed on page 3—C-25, “Analysis 
of subcontractor capabilities,” for the three missiles, $375,000; “Pro- 
duction study of one missile,” $75,000; “Support production process 
development of a motor grain,” $500,000 ; “Work on safety and arming 
devices,” which are one of the most cantankerous of all devices in 
these missiles, $200,000; “Development of booster metal part, 
$600,000 ; “Automation of guided missile assemblies,” $250,000 and 

“Automation of guided missile electronic tube assemblies, &j $200,000. 

Mr. Wiccieswortu. How about the work under the first item you 
referred to—‘Analysis of subcontractor capacity”? Has not that 
been pretty well completed by this time? 

Admiral Wirnineron. No, sir. I think also we should probably 
have used the word “capability” rather than “capacity” here. 

Mr. Wiccteswortu. Is that a continuing problem, or one to be com- 
pleted i in the near future ? 

Captain Brapy. I think it will be continuing, because we are try- 
ing to build up a position in this missile business to where we have 
more than one contractor or a multiple source, so as to avoid the situa- 
tion that was mentioned this morning—for instance, the Westing- 
house strike. 

Mr. WiacteswortH. This is limited to subcontractors, as differen- 
tiated from the prime contractors ? 

Captain Brapy. That is right. 


AVERAGE CrviLIAN EMPLOYMENT BY Bupeet AcTIiviry 


Mr. Suepparp. The table showing Civilian Employment by Budget 
Activity will be inserted in the record at this point. 
(The table follows on page 701a:) 
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ORDNANCE AND FACILITIES, NAVY 
WITNESSES 
BUREAU OF ORDNANCE 


REAR ADM. FREDERIC S. WITHINGTON, UNITED STATES NAVY, 
CHIEF, BUREAU OF ORDNANCE 

WILLIAM §S. WILLIAMS, COMPTROLLER, BUREAU OF ORDNANCE 

CAPT. FRANKLIN D. KARNS, JR., UNITED STATES NAVY, DIREC- 
TOR, QUALITY CONTROL DIVISIONS, BUREAU OF ORDNANCE 

CAPT. GRANGE H. LAIRD, JR., UNITED STATES NAVY, HEAD, FA- 
CILITIES AND EQUIPMENT BRANCH, BUREAU OF ORDNANCE 


OFFICE OF COMPTROLLER 


REAR ADM. H. P. SMITH, UNITED STATES NAVY, DEPUTY COMP- 
TROLLER 


Program and financing 


155 actual | 1956 estimate | 1957 estimate 


if 


PROGRAM RY ACTIVITIES 


Direct obligations (volume of obligations for service account): | 


1. Maintenance of ordnance and ammunition_- $124, 697, 200 | $120,156,000 | $112, 881,000 
2. Maintenance and operations of facilities eile ios 35, 631, 799 37, 512, 000 37, 369, 000 
3. Improvements and alterations to facilities_-_-._-- 7, 369, 672 7, 037, 000 | 6, 370, 000 
4. Departmental] administration de te teae’t a‘ 8, 710, 274 9, 910, 360 | 10, 060, 000 


176, 408, 945 174, 61 ae iad _ 166, 680, 000 


Total direct obligations - - -- iets ihc lsi 


Reimbursable obligations (volume of obligations for other 
accounts): 








1. Maintenance of ordnance and ammunition- 311, 475 7, 583, 000 4, 300, 000 

2. Maintenance and operations of facilities : 490, 777 1, 000, 000 | 1, 000, 000 

3. Improvements and alterations to facilities 140, 000 395, 000 | 

4. Departmental administration 17, 000 22, 000 20, 000 
Total reimbursable obligations._........._.-- OE 59, 252 | 9, 000, 000 5, 320, 000 
Total obligations... a, el 177,268,197 | 183,615,360 | 172, 000, 000 


FINANCING 
Comparative transfers to other accounts. - -- 309, 396, 307 | 3, 384, 640 |-..------ 
Unobligated balance brought forward (antic ipated reimburse- | 
ments to be earned from military assistance fund reserva- 
tions .--- 
Unobligated bi al: ance tr ansfe re d to “Proc ure yme nt of ordn: ance | 
and ammunition, Navy” (anticipated reimbursements to | 
be earned in future years from military assistance fund 


| —64, 100, 162 


reservations) -- gat a GG, 728, 168 1 ........ 
Unobligated balance tre ansferred from ‘‘Reserve tools and | | 
facilities, Department of Defense’’ (69 Stat. 309) ee | ee ee aa 
Advances ‘and reimbursement from other accounts: 
Reimbursements from current year military assistance 
fund reservations. ............--...- Ne ge eS Uo bs care 
All other biotch uhaene — 28, 863, 407 —7, 300,000 | —4,020, 000 
Future years’ anticipated re imbursements from current year | 
military assistanee fund reservations —64, 100, 162 | -- a |---- 
Unobligated balances carried forward (anticipated reimburse- | 
ments to be earned in future years from military assistance | 
fund reservations) teec nang ceabs we 64, 100, 162 1, 648, 056 | 348, 056 
Unobligated balance no longer avai ‘lable. _- 24, 856, 186 4, 889, 000 | -- icine andie 
Appropriation (adjusted) - ----- oct es 443, 436, 000 182, 889, 000 | "166, 680, 000 
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Obligations by objects 








Object classification | 1955 actual | 1956 estimate | 1957 estimate 
DEPARTMENT OF THE NAVY 
Total number of permanent positions . | 21, 489 19. 104 16, 852 
Full-time equivalent of all other positions-- | 5 i4 17 
j Average number of all employees 20, 127 18. 372 16, 188 
; Number of employees at end of year_- 19, 889 18, 361 16, 523 
Average salaries and grades: 
j General schedulegrades: 
Average salary -.-- ° Iiendpeimorss -_ $4, 320 | $4, 453 $4, 453 
, d Average grade w-nen--ee-- se GS-6. 4 G8-6.8 GS-4. § 
Grades established by act of Aug. 1, 1947 (5 U. 8. C. 476): | 
Average salary --. | $14, 000 $14, 000 $14, 000 
Cngraded positions: Average Salary ---- : ‘ $4, 154 $4, 193 $4, 193 
7 j = — = = 
Direct obligations (volume of obligations for service account): 
01 Personal services: 
Permanent positions... ........- as ; $80, 266,314 | $75, 187,193 $67, 231, 567 
Positions other than permanent 15, 061 | 4h, 20K) 39, 612 
- ‘ Regular pay above 52-week base 325, 093 | 296, 47¢ 
’ Payment above basic rates_- ; | 2, 750, 789 | 2, 496, 640 2. 223. 840 
§ Bg een ul ie F , 
1 Total personal services--_--~-- . ag | $3,357, 257 78, 025, 509 69, 495, 019 
i 02 Travel......---- eis ; 1, 076, 085 1, 229. 500 1. 241. 000 
4 03 Transportation of things. ---..-.--- 4 5 | 18,180,031 | 18, 631, 800 16, §34° 000 
’ 04 Communication services- : | 375, 050 | 405, 200 $10, 500 
> 3 05 Rents and utility services... _- ae wad 1, 763. 791 2, 358, 500 2, 369, 600 
x 06 Printing and reproduction. - | 726, 195 1, 030, 000 1, 027, 500 
07 Other contractual services--..- | 2, 906, 923 3. 503. 000 3, 407. 000 
: 08 Supplies and materials-.-- = | 53, 058, 941 56, 063, 851 991 
2 09 Equipment--.- -- o- . -- coones | 11, 936, 267 11, 959, 000 40 
i 10 Lands and structures. -- ‘ | 1, 761, 807 1, 071, 000 000 
D 15 Taxes and assessments. -- | 779, 089 318, 000 900 
> z - | aah — — 
D Total direct obligations | 175, 921, 436 174, 595, 360 cn 
0 
. Reimbursable obligations (volume of obligations for other | 
0 ; accounts): , | 
3 3 05 Rents and utility services... -- | 490, 777 500, 000 500, 00K 
5 08 Supplies and materials } 283, 475 8, 099, 000 4, 670, OOK 
09 Equipment.--.-.-.---- . | 185, 000 101, OOO 150, 000 
0 — i 
0) ; Total reimbursable obligations.._--.....-.-.--- | 959, 252 9, 000, 000 5, 320, 000 
0 Total Department of the Navy- -.----- 176, 880, 688 183, 595, 360 171, 992, 000 
2 : | 
0 ALLOCATION TO ATOMIC ENERGY COMMISSION 
0 07 Other contractual services - -- - 481, 000 J y 
j ALLOCATION TO DEPARTMENT OF THE ARMY rere 
04 Communication services 50 . 
08 Supplies and materials | 7 leis a 
i j Total, Department of the Army..-.---.----- | 67 
4 ALLOCATION TO DEPARTMENT OF COMMERCE 
| Total number of permanent positions hc 12 
Average number of all employees- -- | 1 
¥ wT ° J J 7aar 
i Number of employees at end of year 0 
7 
Average salaries and grades 
; Average salary $4, 720 
10 Average grade | GS-6.1 
01 Personal services ‘ $5, 500 
02 Travel. SE es cn SK | 1, 500 Z 
af 03 Transportation of things--- scifi bliin Saisie Sake. 200 |... : Se 
> ' 05 Rents and utility services-.- al a ae \- as (pee oS 
_- i 08 Supplies and materials_- 2, 700 ae 
=m | - a 
WO : Total, Department of Commerce 10, OO aoe 
~ ALLOCATION *TO DEPARTMENT OF THE INTERIOR 
07 Other contractual services 6, 442 10, 00 8, 000 
Total obligations | 177, 368, 197 183, 615, 360 172, 000, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATION AVAILABLE 


Appropriations - - $457, 436, 000 . $182, 889, 000 | a 680, 000 
Transferred to ‘“‘ Military personnel, Air Force’’ (69 Stat. 31)._| —14, 000, 000 | Cedi 
Adjusted appropriation | 443,436,000 | 182, 889, 000 166, 680, 000 

Obligated balances brought forward (appropriations and reim- | 

bursements earned) . 807, 737,880 | 553,150,974 | 52,140,779 
Reimbursements earned from prior year military assistance 

reservations ; —1, 700,000 | —1, 300,000 
Unobligated balance transferred from “‘ Reserve tools and facil- | 

ities, Department of Defense’’ (69 Stat. 309) ; : 6, 350, 000 | 
Increase in prior year obligations__- : 89, 737, 2 





Total budget, authorizations available from appropria- 
tions and reimburse ments earned _- 11, 347, 261,114 | 734,339,974 | 217,520,779 
Unobligated balance brought forward (anticipated reimburse- | | 
ments to be earned from military assistance fund reserva- 




















tions) | 64, 100, 162 | 1, 648, 056 
Future years’ anticipated reimbursements from current year | 
military assistance fund reservations ase ; : 64, 100, 162 | i 
Total budget authorizations available 11, 411, 361, 276 798, 440, 136 219, 168, 835 
———<==———— eee SS SSS 
EXPENDITURES AND BALANCES | 
Expenditures: 
Out of current authorizations - _- ; _| 94,844,022 | 114,715,000 121, 070, 000 
Out of prior authorizations___- ts Sica cacalesstlig’> ar aneiclaciretd 518, 396, 072 51, 378, 000 | 44, 330, 000 
Total expenditures_____.... -....-.__----- _| 613,240,094 | 166,093,000 | 165, 400, 000 
Obligated balance transferred to ‘Research and development, | 
Navy” (68 Stat. 344)_.........-.__._-- -| 80,950,794 |......__- Rede TS. S55. cee 
Obligated balance transferred to “Procurement of ordnance | | | 
and ammunition, Navy”’ S miaae oo Ae he) ere 
Obligated balance carried forward (appropriations and reim- | | 
bursements earned) 553, 150,974 | 52, 140, 779 53, 420, 779 
Balance no longer available: | 
Unobligated (expiring for obligation) ___- anit | 24,856, 186 | i ade ee eee 
rey epee rae : wee 75, 054, 066 1, 505, 483 See ae lh 
Total expenditures and balances from appropriations 
and reimbursements earned ___-- '1, 347, 261,114 | 736,039,974 | 218, 820, 779 





Unobligated balance transferred to ‘‘P rocurement of ordnance 
ammunition, Navy” (anticipated reimbursements to be 
earned in future years from military assistance fund reserva- 
I sa hal aed is seer alge os wea hiekdininsidicbcea tet ne 60, 752, 106 

Unobligated balance carried forward ( anticipated reimburse- 
ments to be earned in future years from a assistance | 
fund reservations) - ‘ : Gaietetsidets 64, 100, 162 1, 648, 056 


348, 056 








Total expenditures and balances : il, 411, 361, 276 798,440,136 | 219, 168, 835 
{ 





Mr. Sueprarp. At this point we will pick up the next appropriation 
“Ordnance and facilities, Navy.” Will you give us a general state- 
ment on the program, Admiral. 


GENERAL STATEMENT 


Admiral Wrrnineron. Mr. Chairman and members of the commit- 
tee, I am pleased to appear before you to present our plans under this 
appropriation during fiscal year 1957. The chief responsibility of 
the Bureau of Ordnance is to provide the best ordnance material for 
the fleet (surface, subsurface, and aerial) at the time and in the quan- 
tities needed to support naval operations and approved readiness 
plans. 

Under “Ordnance and facilities, Navy” this year our budget is pri- 
marily an annual maintenance and support plan. We are planning 
a fund level below that of fiscal year 1956 with the exception of certain 
increases which will be discussed under specific programs. Every 
effort has been made to present a budget which is both economical and 
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feasible and which will give us a balanced program within limited 
funds. 


NEW OBLIGATIONAL AUTHORITY BY PROGRAM 


Under this title we have submitted a request for $166,680,000 which 
is $7,935,360 less than the amount appropriated for fiscal year 1956. 
This includes funds for four major activities. A summary of the 
requested funding by major activity and a comparison with funding 
during present and past fiscal years is set forth in table A attached to 
this statement. I would like to insert table A into the record at this 
point. 


COMPARISON OF FUNDS REQUESTED WITH PRIOR YEAR FUNDS 


The fiscal year 1956 figure has been adjusted from the amount ap- 
propriated by Congress last year to include comparative transfers. 
The major transfer was from this appropriation to the appropriations 
“Aircraft and facilities, Navy” and “Aircraft and related procure- 
ment, Navy” to reflect the transfer of cognizance of aviation fire con- 
trol from the Bureau of Ordnance to the Bureau of Aeronautics. 
With this and other small adjustments, the base figure for fiscal year 
1956 becomes $174,615,360. 

At this point I would like to indicate that fiscal year 1956 experi 
ence since the time this budget was prepared will enable us to reduce 
our fiscal year 1957 request from the $166,680,000 shown here to 
$164,680,000. Two million dollars of the funds requested for trans- 
portation will not be needed. 

Looking quickly down the activities, we are asking that 1 be in- 
creased and 3 be decreased. 

(a) “Maintenance of ordnance and ammunition” will be reduced by 
the $7,275,000 shown here plus the $2 million which are no longer 
needed in transportation for a total reduction in this activity of 
$9,275,000. 

(6) “Maintenance and operation of facilities” will be reduced by 
$143,000 as shown. 

(c) “Improvements and alterations to facilities” will be reduced by 
$667,000 as shown. 

(dz) An increase of $149,640 is requested for “Departmental admin- 
istration.” 

So with these decreases and the increase there is a net reduction of 
$9,935,360 from fiscal year 1956. 


MAINTENANCE OF ORDNANCE AND AMMUNITION 


I wish to emphasize the need for maintaining a balanced and well 
integrated maintenance of ordnance and ammunition program. The 
budget for this program is ‘a transition budget directed both toward 
conventional weapons, without which neither the readiness nor the 
effectiveness of our forces can be maintained, and also toward the 
support of new and complex weapons which are entering into our 
inventories. Our objective is to maintain a balanced condition of 
readiness in all weapons systems. 

Comparative cost figures for the projects under “Maintenance or 
ordnance and ammunition” are shown on page 10 of the justification 
book. The first project, “Maintenance and improvement of naval 
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ordnance”, shows a reduction of $1,504,000. Within this project 
there is an increase of $1,023,000 for “Improvement and alteration of 
equipment.” In this area we fund those high priority ordnance alter- 
ations (ordalts) necessary to increase the safety and effectiveness of 
operating equipments and to correct known deficiencies, There is 
a decrease of $1,363,000 in the amount requested for maintenance of 
equipment in storage. 

The “Maintenance and overhaul of ammunition” program has de- 
creased by nearly $6 million. This decrease is primarily in the re- 
quired breakdown and reassembly of ammunition. In terms of ton- 
nages handled, the overall workload under the “Ammunition renova- 
tion” program is relatively constant for fiscal years 1956 and 1957. 
(I have a chart covering the Navy ammunition stocks which I would 
like to present at the conclusion of this statement.) “Receipt, stow- 
age, and issue” costs are beginning to level off after showing a sig- 
nificant downward trend in previous years. Issues to and from the 
fleet are estimated to remain constant and shipments and handling of 
explosives for the Marine Corps are not expected to change 
significantly. 

“Surveillance and quality control” decreases slightly. We still are 
seeking to provide our laboratories with adequate technical equipment 
necessary to do the job contemplated. This program is more than 
paying its way in terms of dollars saved. 

“Transportation” decreases in line with our best forecast of ma- 
terial to be shipped in fiscal year 1957. Experience gained thus far 
in fiscal year 1956 indicates that we can reduce the estimate shown 
here by $2 million. This is due to a reduction in interstation ship- 
ments. The revised estimate for “Transportation” thus is $14,834,000. 
This is a net reduction of $2,771,000 from the fiscal year 1956 figure. 

“Inspection” shows a small increase. This is based upon the need 
for increased funding for support of the missile evaluation depart- 
ment of the Naval Ordnance Laboratory, Corona, to meet our require- 
ments for the expanded guided missile program. We have also found 
it necessary to continue to maintain our inspectors of naval ordnance 
at the fiscal year 1956 level to provide for adequate inspection of com- 
plex equipments. Work performed for the Bureau by the Office of 
Naval Material inspectors will decrease in accordance with our overall 
decrease in procurement. 

“Proof and test” costs increase $169,000. We are pr oofing a large 
number of complex torpedoes in fiscal year 1957 and, in addition, must 
support increased fleet firing of torpedoes at the Naval Underwater 
Ordnance Station, Newport, to test newly installed launchers, tubes, 
and fire-control systems. We have also budgeted an increase for sup- 
port of fleet services at the Naval Ordnance Test Station, China Lake. 
This service is to aid fleet units in their training and to make technical 
test and range facilities available for their use. 

The “Operation and maintenance of industrial reserve” program 
shows an increase of $417,000. This is primarily a result of the termi- 
nation of a 10-year agreement with Bethlehem Steel Co. for the main- 
tenance of the naval industrial reserve ordnance plant, East Lehigh, 
Pa. Previous to fiscal year 1957 this plant was, maintainedyat. no 
cost to the Government except for minor items not covered by the 
agreement. We are pursuing a policy of standby maintenance at 
certain of our naval industrial reserve plants in order to preserve a 
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mobilization base on certain items which will be required in large 
quantity immediately after M-day, and for which we do not con- 
template sufficient active lines to meet our mobilization needs. An 
interesting and unusual example of this is the naval industrial reserve 
ordnance plant, Poughkeepsie, for which we have budgeted mainte- 
nance by skilled personnel who will cycle the machinery and in the 
process turn out a very minimum (less than the minimum industrial 
sustaining rate) number of 5’’/38 projectiles : 

Our “Advance base components” requirements have increased by 
$272,000. This is in line with the Chief of Naval Operations require- 
ment for support of overseas bases soon to be operational. 

The “Standards and specifications” program will operate at ap- 
proximately the same level as in fiscal year 1956. This will provide 
for a continuation of the level of effort achieved by the increased 
funding and operation in fiscal years 1956 over 1955. 

“Cataloging” funds will provide for continuing conversion of items 
to Federal identification symbols and to meet the second phase of a 
Department of Defense program of cataloging industrial production 
equipment initiated in fiscal year 1956. 


MAINTENANCE AND OPERATION OF FACILITIES 


This activity shows a decrease of $145,000. The naval ordnance 
plant, Macon, Ga., will be operated under the Navy Industrial Fund 
and this budget program will provide only necessary support funds 
for idle plant facilities and for those other facilities and functions not 
directly identified with production workload at that station. This 
results in a reduction of $257,000 for this station. There is a reduc- 
tion of $50,000 in the amount requested for the naval ordnance plant, 
Forest Park, Ill. This amount was provided in fiscal year 1956 for 
installation of engineered performance standards and no funds are 
requested for this purpose in fiscal year 1957. Minor increases are 
required for: Initial support of newly assigned facilities at naval 
magazines located at Cartagena and El Ferrol, Spain ($40,000) ; sup- 
port of increased operations at Subic Bay due to activation as a United 
States naval magazine ($89,000) ; and participation in the ordnance 
management engineering training program at Rock Island Arsenal 
($35,000). 

IMPROVEMENTS AND ALTERATIONS TO FACILITIES 


Funds requested for this activity are decreased by $667,000 over 
fiscal year 1956. The decrease is occasioned by the Department of 
Defense policy to reduce maintenance and to defer minor new con- 
struction to the maximum extent practicable. Also the total equip- 
ment inventory and allowance are being reduced to reflect the overall 
reduced workload in the Ordnance Establishment. 


DEPARTMENTAL ADMINISTRATION 


This activity shows an increase of $149,640 over the amount for 
fiseal year 1956. $111,640 of the increase is for personal services 
which accounts for about 80 percent of the funds budgeted under this 
activity. This is attributable to an increase in the Bureau’s person- 
nel ceiling during fiscal year 1956. It is estimated that the man-years 
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of effort in fiscal year 1957 will increase by 21 over fiscal year 1956 as 
a result of the personnel ceiling increase, since additional billets will 
not be staffed for the full fiscal year. 


CHARTS 


In addition to the chart on ammunition stocks which I have men- 
tioned previously, there is one other chart which I would like to pre- 
sent at this time. This chart covers funds authorized and expended 
under “Ordnance and facilities, Navy” for the fiscal years 1953 
through 1957. 

Mr. Sueprarp. I notice under your appropriations you have a re- 
quest for $166,680,000 in fiscal year 1957, as against $182,889,000 in 
1956. 

COMPARATIVE TRANSFERS 


What is the $309 million of comparative transfers to other accounts 
which you show in fiscal year 1955, reflected on page 1 of the green 
sheets ¢ 

Mr. Wiuiams. The $309,396,307 of net comparative transfers 
shown on the green sheets in the 1955 column reflects transfers from 
this appropriation to the following appropriations: “‘Servicewide 
supply and finance, Navy,” $17,425,614 for intra-Navy transportation; 
a transfer to “Ships and facilities, Navy,” of $289,000 to cover tenant 
joint user cost at NOF Yokosuka; a transfer to “Aircraft and facili- 
ties, Navy,” of $97,075 for the procurement of solid propellants. 

These transfers from other appropriations to this appropriation 
total $18,811,689. 

Transfers from the appropriation to “Procurement of ordnance 
and ammunition, Navy,” the appropriation that was discussed this 
morning, direct, $231,283,719; reimbursable, $89,326,804. To “Air- 
craft and facilities, Navy,” $3,339,988. To “Aircraft and related pro- 
curement, Navy,” $104,485 for the procurement of aviation fire control. 
To “Servicewide supply and finance, Navy,” $2,959,000. For “Non- 
industrial supplies and fiscal functions” at the Naval Gun Factory, 
Washington, D. C., “Ships and facilities, Navy,” $85,000; for fire- 
fighting services at St. Julians Creek, “Aircraft and facilities, Navy,” 
$59,000 for special ordnance equipment at naval air station. To the 
account “Medical care, Navy,” $27,000 for medical services. To“Serv- 
icewide supply and finance, Navy,” $23,000 for Navy Publications 
Distribution System. 

The net of those totals is $309,396,307. 

Mr. SHerparp. Addressing myself to the sum of $3,384,640 only, 
reflected in the same category for 1956, will you give an explanation of 
what that is? 

Mr. Wiu1aMs. Transfers to the appropriation “Ordnance facili- 
ties, Navy,” of a total of $1,055,960. These are from the appropria- 
tion “Ships and facilities, Navy,” $289,000 for joint tenant user cost at 
NOF Yokosuka. From the appropriation “Procurement, ordnance, 
and ammunition, Navy,” $665,000 for extraordinary maintenance at 
NIROPS. From the appropriation “Aircraft and facilities, Navy,” 
$101,960, for procurement of solid propellants. 

Transfers to other appropriations from this account are $4,440,600. 
These are “Aircraft and facilities, Navy,” $4,173,600 for procurement 
of aviation fire control. To the appropriation “Aircraft and related 
—w Navy,” $217,000 for the procurement of aviation fire 
control. 
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To the Medical Corps, $27,000 for medical services. And to “Serv- 
icewide supply and finance, Navy,” $23,000 for Navy Publication 
Distribution System. 

Mr. Suepparp. Does that constitute the $3,384,000 plus? 

Mr. Witu1ams. Yes. That figure is $3,384,640. 

Mr. Sueparp. All of those transfers, in both the first and second 
instance that I have inquired about fall within the transferability 
authority under the law? 

Mr. Wiut11AMs. Yes, sir. 

Mr. Sueparp. And have been authorized by the Chief of the Bureau 
and acquiesced in, I presume, by the Comptroller’s Office and up 
through the cognizance functions in the field; is that correct ? 

Admiral Smirx. That is correct. 


REPROGKRAMING SURVEY 


Mr. SuHepparp. I wish you would explain to the committee the re- 
programing survey in the special reprograming report. I am address- 
ing myself to page 13. 

Admiral Wirnrneron. This is a transfer of $1,461,000 from activity 
| to activity No. 4, which was authorized to cover the unbudgeted cost 
of civilian pay raises, fringe benefits, and incentive awards. 

Mr. Suepparp. What effect does that have on your total maintenance 
program; because, originally, that amount of money had been funded 
for that purpose / 

Admiral Wirnineron. I do not have immediately available the spe- 
cific actions which were taken to make this money available. I can 
provide that for the record. 

(The information referred to follows :) 


Explanation of reprograming of $1,461,000 from “Ordnance and facilities, Navy,” 
activity 1-D to activity 4 





TOCHE TPOURIOT q 666 nics sc ceinirns scsspune oie iti loi: isd ante nile atabde ae tani $1, 461, 000 
1. To provide for pay raise which was not budgeted_____..-.._-.____ 551, 000 
2. Increase in man-years on basis of NavCompt ceiling increases__-_ 420, 000 
3. Increape im OVCrthM@sis sac c ness ssid medi auiisiinns ceumeusene on 121, 000 
4. Other salary: @G}USMON Gs 25sec sem sic deenen nese wuen 240, 000 
§. Other nonsalary adjustmente._....c sssesind cieusiusiesotasiniios 129, 000 


Mr. Suerrarv. Supply that for the record, please. And at the same 
time you provide the answer, I wish you would also express your 
views relative to the effect of any amount of money taken out. By 
the way, is all of that money taken out of maintenance? It is reflected 
on the sheet I have that it was all taken out of maintenance of ordnance 
and ammunition. 

Admiral Wrruineron. I am informed that all of this money was 
made available out of category 1~D “Transportation.” As I told you 
earlier, our transportation costs are coming down. 


OBLIGATIONS 


Mr. Suepparp. [ notice what might possibly be answered as being 
slippage in the fiscal year 1956 program. Against the total program 
of approximately $194 million as of December 31, 1955, $113 million 
has been apportioned, of which only $75 million has been obligated, 
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leaving an unobligated balance in excess of $119 million. How do you 
plan to better your performance in this regard in the latter part of this 
year, if you are going to meet your objectives ? 

Admiral Wrrutnerton. As of January 31, our position is as follows: 
Obligations, $93.2 million ; commitments, $37.5 million ; uncommitted, 
$43.9 million. The green sheets show that we will have left at the end 
of the year $4,889,000. We think this will be just about right. This 
being annual money, this money will revert to the Treasury. 

Mr. Suepparp. There is no lead time involved in that? 

Admiral Wrruineron. We are operating generally in this ordnance 
and facilities category at our stations on about 3 months carryover, 
or less. 

Mr. Suepparp. What is the present status of the unapportioned 
reserve ¢ 

Admiral Wiruineton. This is a small sum. It now totals $2,545,- 
000. 

Mr. Suepprarp. As of what date? 

Admiral Wirninerton. As of January 31. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Suepparp. We will insert pages 2, 3, and 5 of the justifications 
in the record at this point. 
(The matter above referred to is as follows :) 


Appropriation introduction 


Fiscal year | Fiscal year Fiscal year 





1955 | 1956 | 1957 
Appropriation or estimate___._............_--__.__-_-_-. __.| $457, 436,000 | $182, 889, 000 $166, 680, 000 
Net adjustments (transfers, balances, etc.).......-.........--- — 281, 027,055 RTE, WEP Prwadudsdeenns- 
Total obligations payable from appropriated funds. -- .| 176, 408, 945 174, 615, 360 166, 680, 000 
i | i 





Funds required to support the programs under the appropriation “Ordnance 
and facilities, Navy, 1957” total $166,680,000. 

A narrative statement outlining the objectives and plans on which the appro- 
priation is based and highlighting those provisions which translate the objectives 
into concrete plans for attainment follows: 

1. The basic objective of the appropriation estimate is to provide for the 
maintenance of ordnance and ammunition at the highest attainable degree 
of material readiness consistent with economical and efficient practice. Requests 
place primary emphasis upon maximum utilization of existing stocks in lieu 
of new procurement. To accomplish this end, existing ordnance and ammu- 
nition in store will be examined systematically and reconditioned or serviced 
to the extent practicable in accordance with demonstrated need, valid rework 
schedules, and equipment availability. Increased emphasis is being given 
the area of special weapons. Procurement of technical ordnance material re- 
quired to maintain ordnance equipment includes that necessary to remedy known 
deficiencies and to maintain adequate stockage levels. Also provision is made 
for maintenance of standby plants and retention, rehabilitation, and mainte- 
nance of machine tools and production equipment. 

2. Funds for the basic maintenance and operation of facilities are limited 
to essential fire and security protection and that routine upkeep and repair 
necessary to retain stations in ordnance establishment at a level necessary for 
safe operation and to prevent excessive and costly deterioration. It includes 
those maintenance operational costs that would accrue regardless of the level 
of operations. Fund estimates are based on analysis of detailed maintenance 
and operating cost data encompassing labor, material, and consumable supplies. 

3. Dstimates for improvements and alterations to facilities are determined 
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from anticipated costs of specific and necessary projects and from an improved 
property management program for the replacement of mobile equipment. 

4. Estimates for departmental administrative expenses are based upon the 
anticipated. workload accruing from? maintenance, procurement, and research 
programs planned for fiscal year 1957, those initiated in prior years, and those 
imposed by single service procurement responsibilities. 


ORDNANCE AND Faciuities, Navy 


Summary of obligations by budget activity 


Increase (+ 


. a | =e or de- 
No. | Budget activity F “s) year ree yor Poms yen | crease (—), 
55 “ ave difference 
(1957-56) 
| re Os 
1 | Maintenance and ordnance and ammu- ee | 
1 nition... a $124, 697, 200 $120, 156,000 | $112, 881,000 | —$7, 275, 000 
5 2 | Maintenance and operation of facilities - 35, 631, 799 512,000 | 37,369,000 —143, 000 
3 | Improvements and alterations to facili- 
ties | 7, 369, 672 7, 037, 000 | , 370, 000 —667, 000 
4 | Departmental administration --| * 8210, i274 | | 9 910, 360 | 1 060, 000 + 149, 640 
Obligations payable from appro- | | 
priated funds .| 176,408,945 | 174,615, 360 166, 680, 000 —7, 935, 360 
Net comparative transfers included... | 309, 396, 307 | —3, 384, 640 , 


Mr, WiceLesworrH. As I understand it, if this appropriation is 
approved, you will get $166,680,000 comp ared with $182,889,000 for 
the current year. 

Admiral Wrruineron. Yes, sir. 

Mr. Wieciteswortn. And in terms of availability, you will have 
$219,165,835, compared with $798,440,136—a decrease in both respects, 
and you expect to spend $165,400,000 compared to $160,093,000, and 
you estimate an unobligated carryover at the end of fiscal 1957 into 
iscal 1958 of $348,056. Is that correct ? 

Admiral Wirntneton. Yes, sir. 

Mr. Wicereswortn. Please furnish for the committee a breakdown 
of that $348,056. It is not a large item, but I would like to see what 
it covers. 

Admiral Wirrnrtnetron. We will do so, sir. 





MAINTENANCE OF ORDNANCE AND AMMUNITION 
ORDNANCE AND Faciuitiges, Navy 


Bupcer Activity No. 1.—Maintenance of ordnance and ammunition 








| { 
} | | Plus or 
' ; : Fiscal year | Fiscal year Fiscal year minus 
No, Project title 1 ae ORT Ge ob we difference 
| | (1957—56) 
} 
: 1A | Maintenance and improvement of 

‘ naval ordnance | $36,794,845 | $35,263,000 | $33,759,000 —$1, 504, 000 
; 1B | Maintenance and overhaul of ammuni- | | 

tion 7 46, 255,883 | 39,963, 000 34, 107, 000 —5, 856, 000 

1C | Surveillance and quality control : 3, 128, 479 | 3, 350, 000 3, 300, 000 | — 50, 000 

; 1D Transportation | 18,180,031 | 17,605,000 16, 834, 000 | —771, 000 

¥ 1E | Inspection : | 8,788,200} 8,851,000 | 9,035,000 +184, 000 

_ 1F | Proof and test | 8, 246, 453 8, 131, 000 8, 300, 000 +169, 000 
1G Operation and maintenance of indus- ] | 

trial reserve. 2, 732, 962 5, 184, 000 5, 601, 000 +417, 000 

1H | Procurement and maintenance of | | 

advance base components_ -_.-_------ 17, 553 | 296, 000 | 568, 000 +272, 000 

1I | Standards and speetneanene.. - 538, 678 | 964, 000 29, 000 —35, 000 

1J | Cataloging... ee 5 866e0s%s | 14, 116 549, 000 | 448, 000 | —101, 000 

Onueatiegs payable from appropriated ; 

PRES facenn. csc ab enceteenhtetereee 124, 697, 200 | 120, 156, 000-} 112, 881,000 | © —7, 275,000 

{ 
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Mr. Sueprarpv. We will pick up the budget activity reflected on 
page 10 of the justifications as “Maintenance of ordnance and ammuni- 
tion, ” in which your actual appropri: ation in 1955 was $124,697,200 ; 
your estimate in 1956 was $120,156,000, and your estimate for 1957 
is $112.881,000. This reflects a decrease of $7,275,000. 


DEFICIENCIES 


Mr. Suepparp. On page 11 of the justifications, you state: 

Available inventory stock can be included in readiness plans with confidence 
only if it is maintained adequately. Therefore, the Bureau intends to take 
action to correct known deficiencies. 

What are these deficiencies and what action do you propose to take ? 

Admiral Wiruineron. The deficiencies vary, of course, with the 
equipment. Tam thinking now of gun mounts, since that is one of our 
largest items. These are stored all over the naval establishments and 
our shipyards. We must spend certain money annually on their 
Inaintenance in order to be sure that they are available when needed. 
This must be done with caution. We have a great many obsolescent 
mounts stored at Pocatello and Minneapolis on which little or no 
money is spent. The general policy is an effort to maintain a ready 
reserve of mounts that are available for use and this same policy 1s 
applied, as well as we can, with all type of our equipment. 

Mr. Suerparp. I wish you would explain to the committee briefly 
the changes in the funding of the various projects in this activity be- 
tween 1956 and 1957, as set forth in the table reflected on page 10. 


MAINTENANCE AND LMPROVEMENT OF NAVAL ORDNANCE 


Admiral Wiruineton. The first table is on page 14 “Maintenance 
and improvement of naval ordnance,” which shows a decrease of $2.5 
million. This is made up largely of $865,000 less for ordnance sup- 
ply office material; $1,363,000 less for maintenance, overhaul and re- 
habilitation of equipment, and a reduction of about $250,000 in main- 
tenance of gages and gage laboratories. 

In the next category, “Improvement of ordnance,” we show an 
increase of $1,023,000. This is the item of “Ordalt” which is always 
a difficult problem, as you know. This is the money, really, that pays 
for the mistakes of the Bureau of Ordnance and one of the items here 
is the correction of the defects in the mark XIT aircraft machinegun 
which was mentioned earlier. We have listed under this item the 
major ordalts which we intend to perform with this money. The 
major ordalt under fire-control shows an increase of $500,000 to 
$3.680 million. These are essential to the modernization of the ma- 
chinegun fire control of the mark 56 and the radar mark 35. The 
gun shows a decrease of $188,000, and torpedoes a decrease of $181,000 ; 
mines and harbor defense material, an increase of $777,000; special 
weapons, an increase of $752,000. I am afraid this last item may rise 
as we get more weapons into the magazines. 


MAINTENANCE AND OVERHAUL OF AMMUNITION 


“Maintenance and overhaul of ammunition” is the next major item. 
This reflects a decrease of $5.856. million. The ammunition inven- 
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tory is approximately 3 million tons. We intend to handle this year 
a total of 515,000 tons. 

The major items in this program include segregation, which shows 
the net change to be about $5 million; exterior maintenance, which de- 
creases $480,000 to $7.4 million; modification and modernization of 
ammunition decreased $4.5 million to a new figure of $6.7 million; 
replacement of unserviceable components, a decrease of $293,000 to a 
new total of $1.5 million. The major decrease here is in the modifica- 
tion and modernization of ammunition. Generally speaking, we have 
reworked ammunition returned from Korea and this decrease reflected 
that fact. 

SURVEILLANCE AND QUALITY CONTROL 

Surveillance and quality control is $3.3 million, a decrease of a 
nominal $50,000. We have now largely established the quality con- 
trol laboratories throughout the ordnance establishment. I have tried 
to obtain some information for the committee on savings. I have been 
given an estimate that we have extended the service life of numerous 
ordnance items at an estimated saving of $1 million; we have obtained 
in reference to ordnance equipment and ammunition by utilizing 
these laboratories and other methods, an estimated saving of $52.5 
million. 

I believe those laboratories are paying their way. 


TRANSPORTATION 


The next major category is “Transportation.” This is where we 
offer $2 million. The 1956 estimate was $17.6 million; the 1957 re- 
quest in the book is $16.834 million, and we suggest this be reduced to 
$14,834,000. 

Mr. WicGLeswortnH. Is that item 1-D? 

Admiral Wrruineron. That is item 1-D. It is now $16,834,000, 
and we suggest $14,834,000—exactly $2 million less. 

I have here a comparative statement table of the cost of rail versus 
truck transportation, if the committee is interested. 

Mr. Suerparp. Briefly, ves. 

Admiral Wirnineron. Rail, 1954, per ton $50.20; 1955, $50.17. 

Truck, 1954, $48.93 : 1955, $44.34. 

In general, transportation by rail, carload, is cheaper; truck trans- 
portation is cheaper for less than carload. 

Mr. Suepparp. Are these figures predicated upon the recent freight 
rate raise that was stated in the press about 10 days ago? 

Admiral Wrrntneton. I think not, no, sir. 

Mr. SHEPPARD. So to the degree this new increase will become effec- 
tive in this fiscal year, it will increase these figures to that degree ? 

Admiral WirHineron. Yes, sir. 


INSPECTION 


The next item is “Inspection,” which reflects an increase of $184,000 
to a new total of $9,035,000. The maintenance of naval inspectors of 
ordnance remains substantially constant with a nominal increase of 
SY 000. 

“Support of naval inspection service,” which is operating from the 
Office of Naval Materiel, decreases $219,000. 
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“Procurement. of inspection procedures” decreases $92,000. 

The reflected decreased procurement in many areas to support the 
inspection at specialized ordnance staffs increases $493,000 to a new 
total of $1,886,000. 

Mr. SuHerrarp. Why that increase? 

Admiral Wirutnetron. The money will be spent, $150,000 at the 

central torpedo. base in Newport; $29,000 at the naval ordnance. plant 
at Indianapolis; $175,000 at the naval ammunition depot, Crane. 
The great bulk of the money will be spent at the naval ordnance 
laboratory at Corona. This is the laboratory that is responsible for 
quality control of the guided missiles, for the design of guided missile 
fuses, and data reduction of test flights. That increase is entirely for 
Corona. I hope we have reached a level and will not have to put more 
money in this category. 

Mr. SHeprarD. What problems are you having with the personnel 
activity in the inspection function, across the board? Are you getting 
adequate types of inspectors? 

Admiral Wirutneton. As we said last year, I think the tendency 
is for the contractor to hire the best ones at more money than the 
civil service pays. I believe our quality is reasonably good, is it not? 

Captain Karns. Yes, sir. 

Admiral Wrrninaton. It is difficult to maintain that quality. 

Mr. Sueprrarp. Do you have any function of training your own 
inspectors by association with the actual requirements to which you 
subject them ? 

Admiral Wrruineton. Yes, sir. We spend a significant amount of 
money each year in training inspectors on any new employment. 

Mr. Suerrarp. These inspectors, I presume, do not only work in 
your, own ordnance plants, but you have inspectors in the private ‘ 
production plants, as well? 

Admiral Wrrutneton. There are two types of inspectors, as you 
know—the men who work out of the naval inspectors of ordnance 
offices, and the men who work out of the inspectors of naval material : 
offices. The bulk of our procurement in volume is handled by the 
inspectors ef naval material; but the complex items like guided 
missiles and fire control are handled by the inspectors of naval 
ordnance. 

Mr. Suerrarp. Out of the total inspection service as reflected in 
last year’s budget, have you had any outstanding disturbance de- 
velop because of improper inspection due to lack of knowledge, or for 
any other particular reason ? 

Admiral Wrrutneton. We have had dreadful examples in the 
past. 

(Discussion off the record.) 

Admiral Wrrutneton. This is always a problem; it will always 
be costing us money. TI hope the quality of our inspection can keep 
the bill low. 

Mr. Suepparp. Pick up the next item. 





PROOF AND TEST 





That 





Admiral Wrrnurneton. The next item is “Proof and test.” 
is up $169,000 to a new total of $8.3 million. 
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“Ammunition” shows a decrease of $32,000; “Mines” a decrease 
of $170,000; “Torpedoes” an increase of $71,000 in $5 million. The 
larger increase is $300,000, which pays for services performed by the 
naval ordnance test station at Inyokern to the fleet. It is a similar 
sort of service that we buy from contractors who provide us material. 
It also pays for the fleet use of aircraft gunnery ranges at Inyokern. 
We feel this is a very important item in the support of the actual 
fleet operation. 

Mr. Sueprparp. The next is 1-G, “Operation and maintenance of 
industrial reserves.” 

Admiral Wirutneion. Here we begin to see the effect of the lay-up 
of plants. The request is increased $417,000 to a new total of $5.6 
million. ‘This is a little bit more than taken care of in subproject 
No. 2, which is “Operation and maintenance of reserve plants.” This 
is Increased $465,000. It now pays for 24 such plants. The other 
changes are minor. This is the increase over last year. 


PROCUREMENT AND MAINTENANCE OF ADVANCE BASE COMPONENTS 


Mr. Suevrarp. Pick up the next item, 1-II, “Procurement and 
maintenance of advance base components.” 

Admiral Wirnineton. The bill here is somewhat more than last 
year. The reason is we are establishing, as you know, new overseas 
bases in the Philippines and in Spain. The increase over last year 
is $272,000. The amount of this new equipment bought is reduced 
by the amount we can find in inventory. We find a lot of material in 
the hands of Yards and Docks which could be used for this purpose, 
and we are using it. 

Mr. Sueprparp. Will you furnish the committee with the details 
of the overall operational requirement including the present status 
of the bases and, involved in each, what you expect with reference 
to the program for funds on those bases ? 

Admiral Wrruineron. This is the Spanish bases, or the Subic 
base, or all of them / 

Mr. Sueprrarp. All of them. 

Admiral Wirrntneton. The annual bill will be considerably more 
than we have funded for this year when all of these bases are oper- 
ating. 

Mr. Suepparp. Can you tell us approximately what is involved in 
the anticipated increase, and why ? 

Admiral Wirnutneron. Essentially we will operate three small 
naval magazines in Spain, which we do not have now. The annual 
maintenance and operating bill will be smaller, but similar to the 
depot which we maintain at the Philadelphia Navy Yard. It will 
be roughly of that order—about three-quarters of a million. We 
will have to get those figures for you. 

This is of the order of $1.5 million in Spain and $500,000 more 
in the Philippines. 





STANDARDS AND SPECIFICATIONS 


Mr. Surpparp. Let us address ourselves to the next item. “Stand 
ards and specifications.” 

Admiral Wirntneron. This shows a decrease from $964,000 to 
$929,000. T asked about the savings and got an estimate for 1955 
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which I hope is correct of $2.5 million. This is a continuing struggle 
to standardize screw threads, bolts, nuts, and almost anything you 
can name. They are even trying to standardize airplanes now, which 
I do not think is very feasible. It is a very real and useful effort 
and I think is paying dividends. 

Mr. SuHerparp. What are you doing and what progress has taken 
place in the category of specifications in order to have a more deter- 
minable end result; because, to me, specifications are a highly mate- 
rial part of your operation ? 

Admiral Wirntneron. I believe each year we are developing and 
improving the so-called military specifications, which all three services 
are interested in. That is part of the objective of this program. 

Mr. Suerrarp. From where do those specifications emanate? 

Admiral Wiruineton. They are divided up by the Secretary of 
Defense among the three services and then after they are generated 
they are haggled over by the final activity in each of the three services. 

Mr. Suerrparp. How much does your Department have to do with 
the writing of the specifications as such ? 

Admiral Wirnineton. I have some figures for 1955. We worked 
on the preparation of 418 military specifications and standards; we 
acted for the Department of the Navy on 141 military specifications 
and standards, and took Bureau action on 448. There is a great deal 
of volume and a whole lot of drudgery in this work. 

Mr. Suepparp. I understand this is not a very attractive deal so 
far as the application of manpower is concerned. 

Admiral Wirutneron. I think not. 

Mr. Sueprrarp. Have you had any difficulties in that field? 

Admiral Wrruineron. I think not. 

Mr. Sueprarp. Is not there a certain aspect in specifications, where 
you are dealing with an idea that has not been perfected down to the 
point of writing specifications as such? What occurs in that type 
of operation? In other words, my question will more or less, be 
addressed to the electronic aspect of your requirements. In sitting 
down to enter into a contract or negotiation, or whatever you wish 
to call it with X company or corporation, to fabricate the specifica- 
tion requirements within your function, but which at the moment 
you do not have boiled down to a degree of positive understanding, 
what happens in that field in order to get the so-called industrialized 
producer to function with some degree of knowledge? 

Admiral Wiruineron. This is one of the tougher problems and 
the most fruitful one which gives both us and the contractor continual 
headaches. We do our best to prepare sensible specifications before 
we go out for bids. If there are errors in that specification, we pay 
for them with contract changes and sometimes those are very expen- 
sive, but the element of haste is an important one in trying to get 
the job done. 

Mr. Suepprarp. Are we under the same impetus of the haste require- 
ment now that we have been heretofore, because the newspapers are 
complaining about the specifications being loused up all over the coun- 
try. Since some people say we no longer have a combat requirement, 
we are in a peaceful attitude where everybody is getting along hap- 
pily, I wonder if that would have any impact in this field that might 
have a reflection on the appropriation request ? 
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Admiral Wrirurtneton. We are trying to make sure we instill 
sense of urgency in the contractors. 

Mr. Suepparv. You still think there are enough requirements in 
the field to which you are addressing yourself to keep on and follow 
through to the end result so as to give us the items to which you are 
referring ? 

Admiral Wirnrneron. Yes, sir 


CATALOGING 


Mr. Sueprarp. 1-J, “Cataloging.” 

Admiral Wrrutneron. This item shows decrease from $549,000 to 
$448,000. The number of people involved in 1956 is 63; 1957 estimated 
1s 40. 

Our part of the Federal cataloging program is on schedule, and for 
this reason we are able to reduce our request for new mone 

Mr. Suepparp. In other words, this particular operation is assigned 
to you proportionately speaking with other divisions of the military ¢ 

Admiral Wrrurneton. Yes, sir. 

Mr. Suepparp. Your 1956 estimate is approximately $1.5 million 
less than the estimate given the committee last year. Why this, please ¢ 
We have reference to project 1—A. 

Admiral Wrrnineron. My figure is only $1.5 million less, sir. This 
is category 1—A, budget ac tivity 1. 

Mr. Suepparp. That is right. What is the reason for the increase 
of over $1 million in the request for improvement and alteration of 
equipment? 

Admiral Wirnineron. This is mainly again, sir, the large $214 mil- 
lion Ordalt program mentioned previously. 


INSPECTION 


Mr. WiceLeswortH. In response to 1—E, “Inspection,” can you fur- 
nish us with a table showing the dollar v: alue of items to be inspected 
and the average personnel engaged in that work for each of the years 
1955, 1956, and 1957? 

Admiral Wirnineton. We will furnish that, sir; yes. 

(The information referred to follows:) 


ORDNANCE AND Fac..ities, Navy, 1957 


Activity 1, Prosect 1E.—IJnspection—Dollar value of material inspected for BuOrd 















{In thousands of dollars} 
Naval inspectors of Inspectors of naval Total 
ordnance materiel 
Value People Value | People Value People 
Fiscal year: 

1955 actual....| $569, 548 | 544 civilian._.___| $466, 873 | 1,621 civilian !__- he 036, 421 | 2,165 civilian. 
are aes (91) military - - -_|- (195) military 2 ‘ (286) military. 

1956 estimate_| 495, 942 | 558 civilian 342, 902 | 1,588 civilian ! 838, 844 2,146 civilian. 
(57) military... _|- | (155) military 2__|__- (212) military. 

1957 estimate.| 492, 593 | 563 civilian | 322, 496 | 1,346 civilian 1___| 815,089 | 1,909 vivilian. 
rene (49) military ___|-- (140) military ?__|__- (189) military. 


1 Civilian personne! is for BuOrd si services only, all BuOrd appropri: ations. 
2 Military personnel is total (not broken down by percent devoted to BuOrd services). 


74195—56——46 
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OPERATION AND MAINTENANCE OF INDUSTRIAL RESERVE 


Mr. Wiceteswortu. Under No. 1-G, “Operation and maintenance 
of industrial reserve,” you say you want $1,998,000 for operation and 
maintenance of reserve plants. How many plants were in the picture 
in the current fiscal year? 

Admiral Wirntneron. Twenty-four plants. 

Mr. Wieeieswortn. Twenty-four plants in 1957? 

Admiral Wrrntneron. I will have to get that for the record for you, 
sir. 
Mr. Wieeieswortn. Furnish us—— 

Admiral Wirntneron. [ have it, sir. There is an increase of one, 
the East Lehigh plant. The number last year was 23 and it is now 24. 

Mr. Wiceiteswortu. Why does the figure go up 25 percent? The 
figure 2 years ago was $714,118. It is now 1 million 5 in 1956, and 
ilmost $2 million in 1957. Why is there such an increase if there is 
one additional plant ? 

Mr. Tann. At the end of World War II there was an agreement 
entered into with the Bethlehem Steel Co. where, at no cost to us, the 
regular $32 million plant would be maintained for 10 years. That 
contract now has run out. We still want to maintain the plant and 
therefore we have to request moneys from the committee for such 
maintenance. 

Mr. WiceiteswortH. How much is requested for the maintenance of 
that plant? 

Mr. Tann. $700,000. 

Mr. Wiceteswortu. So without that additional plant you will show 
«a decrease for the other 23 plants? 

Admiral Wrrutneton. That is correct, sir. 


ADVANCED BASE COMPONENTS 


Mr. Wiceteswortu. Item 1-H increases from $17,000 in 1955 to 
$296,000 in 1956 and $568,000 in 1957. I note on page 88 there is an 
increase of $568,000 as compared with zero in the present year and 
zero in 1955 in your overseas operational requirements. What is the 
situation with regard to that? 

Admiral Wrrurneton. This is the outfitting of the Spanish bases 
and the base at Subic Bay in the Philippines. 

Mr. Wicetxeswortn. For which nothing heretofore has been re- 
quired ? 

Admiral Wirutneron. That is correct. 

Mr. Wiccteswortnu. How many plants in Spain are involved # 

Admiral Wirntneton. Three. 

Mr. Wiccieswortu. I think that is all, Mr. Chairman. 
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MAINTENANCE AND OPERATION OF FACILITIES 


BupGet Activity No. 2.-- Maintenance and operation of facilities 


Increase (+-) 


he . | or de- 
Fiseal year Fiscal year 


') ae crease (—), 
1955 1956 ws | difference 


(1957-1956) 


Naval ammunition depots_....-...--.-- $20, 312,756 | $21,511,000 | $21, 511,000 
nr 1, 559, 574 1, 724, 000 | 1, 853, 000 +$129, 000 
Naval ordnance plants_ Sddce end i iewatl 2, 629, 700 2, 688, 000 2, 381, 000 —307, 000 
Naval net depots | 628, 899 777, 000 | 777, 000 
Naval degaussing stations --_.---_--- 400, 084 426, 000 426, 000 i ; 
Miscellaneous ordnance activities isl , 883, 730 9, 201, 000 9, 236, 000 +35, 000 
Ordnance departments at naval sta- | | 

opal 373, 856 | 336, 000 336, 000 
Ordnance facilities at overseas bases. - 343, 200 849, 000 | 849, 000 


Obligations payable from appro- 
priated funds..........-- cs 35, 631, 799 37, 512, 000 37, 369, 000 


Mr. Suerparp. Gentlemen, we will pick up our next budget activity 
reflected on page 110 of the justifications, budget activity 2, “Main- 
tenance and operation of facilities.” 

L note your actual eppropriataen for 1955 is $35,631,799; your esti- 
mate for1956..was $37,512,000; your estimate for 1957 is $37,369,000, 
which reflects a total of $143,000 decrease. 


GENERAL STATEMENT 


Will you give us the same explanation in this activity as you did in 
the previous activity ? 

Admiral Wrrnineton. This is the so-called steam at the throttle 
money, which is the basic investment required to keep our stations 
operating. In the naval ammunition depots there is no change from 
last year. In naval magazines there is an increase of $129,000, of 
which $89,000 is required for Subic Bay and $40,000 is required for 
the naval magazines at Cartagena and KE] Ferrol in Spain. 

These are the maintenance and operating costs as compared with 
the equipment costs we just looked at in the previous category. 

Naval ordnance plants 2—-C, there is a decrease of $307 000. This is 
composed of $50,000 not required at the naval ordnance plant at 
Forest Park, a reduction of $257,000 at the naval ordnance plant at 
Macon, Ga. 

This is incident to their going under the naval-industrial-fund type 
of organization. 

Mr. WiccteswortH. That is an apparent decrease from the overall 
standpoint ? 

Admiral Wirurneron. That is true, sir. The money still will have 
to be spent. It is accounted for differently. 

Next change is under category 2-F, where the increase is $35,000. 
This money is entirely requested for the support of the “Ordnance 
management engineering training program” at Rock Island, a pro- 
gram run by the Army which we are utilizing to train our people from 
the depots and ordnance plants. These are the only changes in this 
whole budget activity. 
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Mr. Suepparp. Since last year you have added 3 naval magazines 
and lost 1 naval ordnance plant. Where are these installations 
located ? 

Admiral Wirnineron. The 3 naval magazines are Subic Bay, Phil- 
ippines, and E] Ferrol and Cartagena in Spain. 

Mr. Surprarp. Why did you close up the ordnance plant? 

Admiral Wrruinetron. We have declared excess the naval ammuni- 
tion depot at Charlotte, N. C. We have not lost any naval ordnance 
plants to my knowledge. 

I beg your pardon. As of the Ist of July, this calendar year, the 
naval ordnance plant at Indianapolis will be transferred to the Bureau 
of Aeronautics. 


DEPOTS PLACED ON STANDBY STATUS 


Mr. Sueparp. Do you consider this is in keeping with the statement 
you made to the committee last year and set forth in the hearings on 
page 739: 

It may be desirable next year for me to recommend to this committee that we 
put one of our large depots in standby status. 

Admiral Wrrnurneron. Yes, sir. We are actually putting two large 
depots into standby status. This has no effect on this bill for those 
stations. 

Mr. Suepparp. In other words, while they are going into standby 
status you still will maintain them in case something occurs in case it 
is necessary to utilize them. Is that correct? 

Admiral Wirutneron. Yes, sir. 

Mr. SuHepparp. Have you figured out the approximate standby 
costs ? 

Admiral Wrrutneton. Yes, sir. 

Captain Putnam. The cost will be about $314 million. That is 
taking total operational costs, not including any special repairs that 
may have to be made. That is for personnel entirely. 

Mr. SuHepparp. Personnel required for security purposes / 

Captain Purnam. Security purposes, for keepmg the ammunition 
which will remain in storage there, and overhauling that which goes 
out of date and has to be brought up so it is ready for issue. 

Mr. SuepparD. There has been some misconception in my opinion 
about what constitutes standby security. That means that you do 
have a certain amount of personnel there, and I presume you also keep 
your fire equipment and things of that character; do you not? 

Admiral Wiruineron. Yes, sir. The Marine security force also 
will be there. 

Mr. SHepprarD. To what extent are you utilizing your production 
facilities at a desirable level from an economic standpoint ? 

Admiral WirTHINGToNn. One reason for reducing Hastings and Mc- 
Alester maintenance was to improve our efficiency of operations. As 
you know, this is not an easy thing to do. 

Mr. Suepparp. Like everything else you are occasionally called 
upon to make a decision and then stay with it? 

Admiral Wirutneron. Yes, sir. 

Mr. Suepparp. I can well understand the so-called geographical 
aspects which develop. 





721 
OPERATION OF ORDNANCE FACILITIES UNDER THE INDUSTRIAL FUND 


The President’s budget discloses that consideration is being given 
to placing certain ordnance facilities under the industrial fund. What 
is the status of this proposal and what would be its effect on the present 
budget estimate ? 

Mr. Wiutu1amMs. The Bureau of Ordnance has at the present time six 
facilities operating under the industrial fund. The latest facility to 
come under the fund will be the naval ordnace plant at Macon, Ga., 
which will come under the industrial fund the 1st of April this year. 
That will complete the seventh. 

In fiscal 1958 we plan to propose that the naval ordnance plant 
at Louisville, Ky., will go under the fund. 

Mr. Wiceteswortu. In 1958 or 1957 ? 

Mr. Wixi1aMs. 1958. The only one to come in in 1956, is Macon, 
which comes in on April 1 of this year. 

Mr. SuHerrarp. What effect will that have on the budget, if any ? 

Mr. WituiaMs. The naval ordnance plant at Macon was taken into 
consideration in preparation of the budget for fiscal 1957 and there- 
fore the figure which Admiral Withington reported a few moments ago 
was dropped from this budget. 

Mr. Suepparp. In other words, you have already taken that into 
consideration ? 

Mr. WittraMs. That is right. 


NAVAL ORDNANCE PLANT AT MACON, GA. 


Mr. Suerrarp. In connection with military construction last year, 
request for manufacturing at the naval ordnance plant at Macon, the 
committee stated : 


This construction project shall not be undertaken unless and until the Secretary 
of Defense certifies in writing to the Committee on Appropriations of the House 
and the Senate that such project is essential to the national defense and it is in 
the best interests of the Government. 

What is the status of this subject matter at the present time ? 

Admiral Wirnuineron. The Secretary of Defense personally in- 
spected the plant. He determined it was not efficiently run. We have 
taken since then extraordinary efforts to improve the operation of the 
plant. We are investing something over $200,000 in the improvement 
of the existing building and rearrangement of existing machinery. 
We are now anticipating that as of about July 1 we will be in a posi- 
tion to request Mr. Wilson again to inspect the plant, and again to give 
an opinion on the necessity or lack of necessity for a new building. 

Mr. Sueprarv. Taking the original appropriation request as it was 
reflected in the bill last year, and not concurred in by the committee, 
and the presentations made by Mr. Wilson in the first instance, what 
would be the differential reflected in dollars ? 

Admiral Wirutneron. The estimated building cost, Mr. Chairman, 
is $3,800,000. 

Mr. Suepparp. That was in the budget of last year? 

Admiral Wirnineton. Facilities cae yes. It would have no 
effect on this part of the budget. 

Mr. SuHepparp. I grant you that. Let us go back again to that 
particular figure. Mr. Wilson made certain recommendations which 









you are following through with. What in your opinion will be the 
amount of money involved subject to the recommendations that he has 
given you people to fulfill ? 

Admiral Wirnurnerton. If a new building is approved it will be a 
smaller building than the one originally conceived. We do not have 
a new figure but it will be less than that amount of money. 

Mr. Sueprarv. Did Mr. Wilson give to your Department written 
instructions of his findings? 

Admiral Wrrutneron. Yes, sir. 

Mr. Suepparp. Do you have a copy of them available? 

Admiral Wrrurneron. I can make it available, sir. I do not have 
it here. 

Mr. SuHerrarp. I would like to have it made available so we can 
have it tomorrow morning. 
Admiral Wirntneton. Yes, sir. 
















NEW NAVAL MAGAZINES 
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Mr. Sureparp. You contemplate the operation of certain new naval 
magazines. What is the status of these magazines as of the present 
time ? 

Admiral Wrrntneron. All these magazines are currently under con- 
struction. We have had a report that the Spanish percentage of com- 
pletion is roughly 25 percent. Our belief is our magazines are less 
than this. A good deal of construction already is completed at Subic 
Bay, but a considerable number of magazines remain to be constructed. 
None of them are as yet operating facilities. 

Mr. Suepparp. When do you anticipate they will be? 

Admiral Wirurneron. Subic Bay is in limited operation now, Mr. 
Chairman, The Spanish magazines probably will be at least 2 years 
from now. 
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TRAINING PROGRAM FOR GUIDED MISSILES 


Mr. Suerpaxp. I am quite mterested in your training program for 
guided missiles. Do you train your personnel only in the servicing 
of missiles or in operating of the guided missiles as well ¢ 

Admiral Wrrnineron. We have guided missile service units which 
have been and still are headquartered at the main plants—the Ter- 
rier plant and the Bendix plant. I am glad to say that the quality of 
the enlisted men and officers is high, and that the reenlistment rate is 
high. This is most encouraging to me. 

We have here a problem of similar magnitude to the Bureau of 
Ships problem in training men to handle nuclear powerplants. We 
have also the severe problem that the Air Force has of good men 
trained who are not reenlisting because they have skills that industry 
would like to have also and would pay more money for. 

Mr. SuHeprarp. I wish when the record comes down to you you will 
supply your training program in the guided missile field, including 
the types of missiles involved, facilities used, and an approximate 
idea of the training cost, if you will ! 

Admiral Wrrninetron. Yes, sir. 

(The information requested is as follows :) 




















BUREAU OF ORDNANCE CONTRIBUTION TO MISSILE TRAINING 





The Bureau of Ordnance contribution to-the training of naval.personnel is 
a byproduct of the overall technical ordnance responsibility assigned to the 
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Bureau by the Secretary of Navy. The Bureau maintains liaison with the 
s3ureau of Naval Personnel (BuPers) and other agencies in order to provide 
technical assistance in the development of training requirements for new 
weapons. For guided missiles, this assistance is in the nature of the follow- 
ig: 

1. Technical ordnance publications, ordnance equipment, and ordnance 
maintenance and operation training films are made available to the Bureau 
of Naval Personnel for personnel training. 

2. This Bureau makes its station facilities, which are developing, test- 
ing and overhauling missiles, available for BuPers training of missile per- 
sonnel. 

It is this latter function which is referred to on page 127 of the ordnance 
and facilities budget. Inasmuch as the Bureau of Naval Personnel’s basic 
missile-training station at Dam Neck, Va., has not been completed and it is 
necessary to give military personnel adequate training so that they may man 
the initial fleet units which will utilize missiles, the two stations listed on 
page 127 have provided opportunities for an early nucleus of military personnel 
to become qualified in missile operations. These personnel are administered 
by the Chief of Naval Personnel but, in the absence of the formal school, receive 
technical guidance from the Bureau of Ordnance so that they will be available 
to staff the fleet when required. At the Naval Ordnance Experimental Unit, 
Washington, D. C. this Bureau is conducting production engineering and main 
tenance studies and preparing maintenance training manuals on the following 
missiles: One Air to Surface, Terrier, Sparrow. 

At the Naval Ordnance Missile-Test Facility, White Sands, N. Mex., this Bureau 
is currently testing the following missile: Talos. 

To each of the above, the Bureau of Naval Personnel has sent personnel to 
become familiar with new weapons prior to their release for production and 
subsequent introduction to the fleet. In this way, the military people whose 
duties consist of initial shipboard missile operation will have adequate experience. 


NAVAL ORDNANCE PLANT AT MACON, GA. 


Mr. Norrevi. What was the recommendation of your Department 
in the Navy regarding the attitude of the Georgia item Mr. Wilson 
recommended be closed down 

Admiral Wirnincron. We felt, Mr. Norrell, ashamed that Mr, 
Wilson had made this adverse report about our Ordnance plant. 

Mr. Norrevt. You thought it was all right, did you not? 

Admiral Wirrnineron. I had thought it was operating reasonably 
well. I had recommended the new building because I knew the cur- 
rent facilities were not very adequate. 

Mr. Norre.u. I want to say that I think the Navy ought to operate 
the Navy and not Mr. Wilson. You know what I am trying to say 
there. I therefore agree with you in what you rec ommend, and 1 do 
not agree with Mr. Wilson. 

That attitude goes down all through the armed services. M1. Wil- 
son is running the show, notwithstanding the fact that the Army ought 
to do its part, the Navy ought to do its part, and the Air Corps ought 
to do its part. Mr. Wilson is running the show and I don’t like it. 
I am not in favor of it. 

That is all, Mr. Chairman. 

Mr. Suerrarp, I feel I should make the following statement: in this 
instance, without addressing myself to any other you may have in 
mind, the activity of Mr. Wilson was not one of a voluntary character. 
It was one of compulsion created by a compromise operation by and 
between the House Appropriations Committee and the Senate Appro- 
priations Committee as it applied to Macon, Ga. 

Other factors you might have in mind I know nothing about, but 
in this instance it is fair to call attention to that situation prevailing. 


Mr. Norrevy. All right, Mr. Chairman. 
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NAVAL AMMUNITION DEPOT, SHUMAKER, ARK. 


Mr. Anprews. I notice your naval ammunition depot at Shumaker, 
Ark. is contract operated. 

Admiral Wirnineton. Yes, sir. 

Mr. Anvrews. How many others do you have contract operated ¢ 

Admiral Wirutneton. This is the only one. 

Mr. Anprews. How does this compare in size with the others? Is 
it the smallest, biggest, medium size ¢ 

Admiral Wirurneron. Shumaker, McAlester and Hasti are 
comparable in size. Each is larger in area that the District of Colum- 
bia. 

Mr. Anprews. Then I notice on page 116 the costs for operating 
these depots. Is that right? 

Admiral Wrrutneton. Yes, sir. 

Mr. Anprews. That one at Shumaker is operated cheaper than any 
other. 

Admiral Wrrutneron. This is because we pay the costs to the con- 
tractor. The costs of operating are roughly the same. 

Mr. Anprews. I don’t understand the statement that you pay the 
cost. of operating to the contractor. 

Admiral Wirutneton. He does the work of maintaining and oper- 
ating the plant for us. 

Mr. Anprews. And you pay him? 

Admiral WrrntnerTon. Yes. 

Mr. Anprews. Why and how much? 

Admiral Wirutneton. I don’t believe anybody has that figure, sir. 

Mr. Anprews. It is here on page 116. 

Admiral Wirutneron. He gets a nominal fee. 

Mr. Anprews. It shows $243,000. 

Admiral Wrruineron. This is the amount of the maintenance that 
the Navy pays. It is not paid for by the fireworks company under 
contract with the Navy. This station, sir, will be returned to Navy 
operation in about a year because the rocket workload is running out. 

At that time the money required to maintain it will increase. We 
will show probably next year a very sizable budget increase. 

Mr. Anprews. What does this $243,000 shown here on page 116 
indicate? What does it reflect? 

Captain Purnam. Primarily military support of a nature which has 
nothing to do with the contractor operation of the entire station, such 
as the quarters that the naval inspector of ordnance who lives there 
lives in, such as the housekeeping of the naval inspector of ordnance 
office, and those items which are completely devoid from the contractor 
operation of the plant. It is support for approximately 50 people. 

Mr. Anprews. According to this chart it seems to me as though that 
facility is operated cheaper than any of the others listed on page 116, 
and it is the only one that is contractor-operated. 

Admiral Wriruineron. The contractor, sir, is paid out of another 
appropriation, procurement of ordnance and ammunition. 

Mr. Anprews. Let us take the first one, Bangor, Wash., $1,295,000. 
What is that amount for? 

And what does it indicate which is not shown by the $243,000 shown 
for Shumaker, Ark. ? 

Admiral Wrrurneron. This bill pays the fire department, pays the 
maintenance costs, pays the man oe fires the boiler, pays all of the 
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costs to keep the doors of the plant open. It does not pay for any 
production work. This is paid for out of the procurement appro- 
priation. 

Mr. Anprews. Is this $1,295,000 the total cost of operation of 
Bangor ¢ 

Admiral Wrrurxeron. No, sir. The cost of productive work 
entirely over and above this. 

Mr. Anprews. Do you think it is cheaper for the Navy to operate 
these ammunition depots by contract or to operate them themselves? 

Admiral Wirurneron. In the case of Shumaker, sir, solely a rocket 
assembly plant, it is probably cheaper to run it by contract; but in 
the case of a depot like Crane, where we have a varying workload and 
a multitude of different tasks I do not think we could find any con- 
tractor willing to undertake the job because he wouldn’t know what 
his job was and we couldn’t write the contract. 

Mr Anprews. That is all, Mr. Chairman. 


CHARLOTTE, N. C. 


Mr. SuHepparp. On page 116, Charlotte, N. C., you reflect a 1957 
estimate of $406,000. Didn’t I understand you to say you were phas- 
ing out that operation completely in 1956? 

Admiral Wirutneton. It will take us over a year to phase it out. 
We have a large stock of 40 millimeter ammunition which we propose 
to rework and ship out before we move out completely. Otherwise 
we would waste the ammunition. 

Mr. Sueprarp. Your estimate in 1956 was $406,000, and I can only 
assume that you managed to work within that figure of $406,000, so 
again the question I would like to have resolved is this: Do you con- 
template taking this completely out of operation in 1956, because if 
you do why would you need the total of $406,000 in 1957? 

Admiral Wrrutneton. It will not go out until fiscal 1958, sir. 

Mr. Suepparp. In other words, the nec essity for the $406,000 is 
peemsontert upon a continuity of operation through the fiscal year 
1957 @ 

Admiral Wirnineron. Yes, sir. 

Mr. SuepparD. That clears that up. 


IMPROVEMENTS AND ALTERATIONS TO FACILITIES 


Bup@et Activity No. 3.—IJmprovements and alterations to facilities 


| | Increase (+) 


| . 

Fiscal year | Fiscal year | Fiscal year | ., a. 
1955 1956 1957 re 
yer arn 


A 
957 
| 


Project title 





_ a ee 


Grounds and ground structures $613, 855 $1, 086, 000 | $514, 000 —$572, 000 
Shore and harbor facilities_...........-- 478, 642 423, 000 | 576, 008 +156, 000 
Road and railroad facilities 308, 369 1, 178, 000 1, 215, 006 +37, 000 
Structures , 772, 829 | 1, 141, 000 1, 079, 000 | —62, 000 
Din cis0ti dp cknbmabebnsasdummcwunee 466, 545 | 403, 000 628, 000 | +225, 000 
Storm damage 24, 720 0 215, 000 +215, 000 
Equipment for the Naval Ordnance 
Establishment 3, 627, 004 2, 656, 000 2, 090, 000 — 566, 000 
Advance base mobile ordnance equip- | 
77, 708 | 150, 000 ; —100, 000 


Obligations payable from feppeepetetes | 
funds_.. 7, 369, 672 7, 037, 000 6, 370, 000 —667, 000 








Gentlemen, we will pick up budget activity No. 3 reflected on page 
150 of your justifications: Improvements and alterations to facilities. 

Give the committee a brief explanation of the various increases set 
forth on this page and the various categories shown there. 


GROUNDS AND GROUND STRUCTURES 


Admiral Wirnrneron. The first category, grounds and ground 
structures, where there is a decrease of $572,000, we have a detailed list 
of the projects. If the committee wishes to hear them they are listed 
on page 154, a total of 11 projects, $514,000. 

Mr. Suepparp. That is close enough. Insert page 154 in the record. 

(The information referred to is as follows :) 


ProseEct No. 3A—GrounDs AND GroUND StTrRucrurREs 
Supplemental table of project content 


Projects involving grounds and ground structures are summarized by ord- 
nance stations in the following table: 


Minor 
new con- 
struction 


Number 


; 
Station of proj- Repairs Altera- 


tions 


Naval ammunition depots: 
Crane, Ind l 
McAlester, Okla..........- whGwesswainne ended 1 
Fallbrook, Calif 1 
el a = 1 


$100, 000 | $100,000 |... .._.. 
180,000 | 180, 000 





Total, naval ammunition depots_........------ 4 | 314,000 | 280,000 


Naval ordnance facilities: Port Lyautey, French 
Morocco i 6, 000 | 





Total, naval ordnance facilities. ............... : 6, 000 


Naval research activities: 
NPG, Dahlgren, Va..__- 150, 000 
NOMTF, Las Cruces, N. Mex 
NUOS, Newport, R. I 


Total, research activities 


Grand total 














SHORE AND HARBOR FACILITIES 


Admiral Wirur1neron. The next category, “Shore and harbor facili- 
ties,” shows increase of $156,000. This is a total of 12 projects shown 
on page 156 of the justifications. 

Mr. Suerparp. Insert that page into the record. 

(The information referred to is as follows :) 


Proyect No. 3B—SHoRE AND HARBOR FACILITIES 


Supplemental table of project content 


Number | Altera: | Minor 
Station | of proj- Total Repairs “han | new con- 
; struction 


Naval ammunition depots: 
Earle, N. J od 3 | $302,000 | $302, 000 | 
Fort Mifflin, Pa 75,000 | 75,000 


Total, naval ammunition depots cr call d 377, 000 


377, 000 


Naval degaussing stations: 
Bremerton, Wash_-........... eal / 39, 000 39, 000 | 
Norfolk, Va_- ‘ 30, 000 25, 000 
Pearl Harbor, T. H : 14, 000 14, 000 
GO en cme cmnapucdonnnee 25, 000 25, 000 


103, 000 | 


Total, naval degaussing stations ------ : Bp f 108, 000 | 
Naval net depots: Tiburon, Calif . a | ee 78, 000 78, 000 ‘- 
Total, naval net depots = ; “78, 000 78, 000. 
Naval research activities: NOL, White Oak, Md.....|_ | 16,000 | 16,000 |........-.|-.- 
Total, naval research activities. .........-- ; 16, 000 16, 000 ; 


Grand total f 579,000 | 574,000 


ROAD AND RAILROAD FACILITIES 


Admiral Wirurneton. The next item, 3-C, “Road and railroad 
facilities,” total of 21 projects, $1,215,000, increase of $37,000. That 
is page 158 and page 159, total numer of projects being 21. 

Mr. Suepparp. Insert those pages in the record, Mr. Reporter. 
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(The information referred to is as follows:) 


ProgecT No. 3C—RoaD AND RAILROAD FACILITIES 


Supplemental table of project content 


Projects involving road and railroad facilities are summarized by ordnance 


stations in the following table: 


Number 
Station of proj 
ects 


Naval ammunition depots: 
Bangor, Wash 
Crane, Ind_--_-_-- 
Fallbrook, Calif__- 
Fort Mifflin, Pa__- 
Hawthorne, Nev-. 
New Orleans, La---__--.-_-- 


Total 


nine | Altera: 
Repairs | tions 


Minor 
new con- 
| struction 





Total, naval ammunition depots 





Naval research facilities: 
NOTS, China Lake, Calif 
NPG, Dahlgren, Va__--- 


24, 000 





Total, naval research facilities - - 


168, 000 








Naval magazines: 
Guam, M, I_-- 5 
Port Chicago, Calif 
Total, naval magazines. - 


Naval ordnance plants: Pocatello, Idaho_. _- 1 
Total ordnance plants- gs 
Naval ordnance facility: Sasebo, Japan 
Total Naval Ordnance Facility 


Government-owned contractor operated research 
facilities: OAL, Daingerfield, Tex 


Total Government-owned contractor operated 
research facilities - - 


Miscellaneous activities: NGF, Washington, D. C-_. 


Total, miscellaneous activities 


18, 000 | 
302, 000 


320, 000 | 
16, 000 


16, 000 


| 15, 000 


302,000 | 18,000 |. 


16,000 |. 


16, 000 | 


...| 15,000 


15, 000 | 


13, 000 
13, 000 


10, 000 


10, 000 |-- 


Grand total. _.... _.....|-21-|1, 215, 000 |1, 134, 000 | 


STRUCTURES 


Mr. SHeppaArp. Next item ? 





Admiral Wirutneton. “Structures,” showing decrease of $62,000, 
shown on pages 161 and 162. Total number of projects are 77. Total 


money requested is $1,079,000. 


Mr. SHepparp. Insert pages 161, 162, and 163 in the record, Mr. 


Reporter. 


(The information referred to is as follows:) 
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PRroyecTt No. 3D-——-STRUCTURES 
Supplemental table of project content 


Projects involving structures are summarized by ordnance stations in the 
following table: 





| Minor 
| new con- 
| Struction 


Number 


Vas ing | Altera- 
Station font | Total | Repairs | “tons 


Naval ammunition depots: 
Charleston, 8. C -- 
Crane, Ind 
PR, DOGO os ew ewicainawns 
Hawthorne, Nev. _-._- 
Hingham, Mass..------- 
Mare Island, Calif 
Oahu, T. H 
St. Juliens Creek, Va 


$25, 000 |. 
10, 000 $28, 000 
detail 6, 000 
50,000 | 25, 000 
6.000! 14.000 
18, 000 oe 


48,000 | ~ 28,000 |" ~~ 38, 000" 





oo NK OWwhe wre 


290, 000 | | 134, 000 $8, 


| 


Total, naval ammunition depots 





Naval ammunition and net depots: S 
Calif., total } = 15, 000 | 





Naval research activities: 
NOTS, China Lake, Calif d - ; 5 | 107,000 70,000 | 37,000 | 
NAOTS, Chincoteague, Va- _- a 3 | 23,000 |_-- Ahead 
NPG, Dahlgren, Va J Pe diabetic 9, 000 | eee Pie 
NUOS, Newport, ne ee ee hacwukncs 25, 000 | 25, 000 |. _- 
NOL, White Oak, ES Grp eccon b> TI Ri hid was TIO Tecen nn. 


Total, naval research activities. _...........__-| | 241, 000 | 79,000 | 139, 000 








Naval magazines: Port Chicago, Calif., total__-_-.-- 53,000 | 3,000 50, 000 | 








Naval ordnance plants: 
Forest Park, Ill 
Louisville, Ky 
Macon, Ga.. 
South C harleston, ‘W. Va 
NER neck tee heats ee eects cee 





Total naval ordnance plants---_.-......--.-.- = L _157, 000 67, 000 


Naval ordnance facilities: Yokosuka, Japan, total_-_- | 48,000 |-- 

Naval net depots: 
Melville, R. I 
Tiburon, Calif....._- 


ee | | 
Total naval net depots... .....................| 3 | 33, 000 | 22, 000 | 

















Miscellaneous activities: 
N PF, Indian Head, Md__-- 
NTS, Keyport, "ee 
NOMTYF, Las Cruces, N. Mex. 
NMD, Yorktown, Va 





Total miscellaneous activities______ - 








Government-owned contractor-operated 
facilities: 
ABL, Cumberland, Md 
EO OS Op eee 


Total Government-owned contractor-operated 
research facilities 


| Sacenas Seseees sees = =|= 
I Mls vetecicesccs 77 |1,079,000 | 300, 000 569, 000 | 210, 000 
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UTILITIES 





Admiral Wrirutneton. Next is “Utilities,” $628,000, increase of 
$225,000. In each category these annual requests are based primarily 
upon need for next year. Total number of projects is 24, totaling 
$628,000 as listed on pages 165 and 166. 

Mr. SHerrarp. Insert those pages in the record. 
(The information referred to is as follows :) 































Prosyect No. 3E—UTI.ITIEs 


Supplemental table of project content 











Number Altera. | _Minor 
Station of proj- Total Repairs “tic sg | new con 
10nS "| struction 




















ects 











Naval ammunition depots: 
Bangor, Wash. 
































] $38,000 | $38,000 | | 
Fallbrook, Calif l 7, 000 7, 000 
Fort Miffli n, Pa. l 19, 000 19, 000 
Hastings, Nebr-_- - Q ’ ] 24, 000 $24, 000 
Hawthorne, Nev. l 24, 000 24, 000 , 
Hingham, Mass 1 23, 000 $23, 000 
McAlester, Okla. 2 98, 000 88, 000 ‘ 10, 000 
St. Juliens Creek, Va_- ] 46, 000 46, 000 




















Total naval ammunition depots. 9 279, 000 198, 000 48, 000 33, 000 








Naval ammunition and net depots: Seal Beach, 
Calif., total_- ‘ ‘ oe 2 18, 000 18, 000 


























Naval magazines: Port Chicago, Calif., total 3 153, 000 148, 000 5,000, 











Naval research activities: 

NOTS, China Lake, Calif. 
NAOTS, Chincoteague, Va 
NUOS, Newport, R. I 








3 60, 000 34,000 | 26,000 |.-- . 
2 48, 000 - 48, 000 
1 14, 000 14, 000 | [ 
























































Total naval research activities 6 122, 000 48, 000 | 26,000 ~ 48, had 
we activities: : = wa 
NPF, Indian Head, Md_....-.....----- 1 15, 000 |__ 1) = 
NGF, Washington, D. C-. pees enwenne 1 17, 000 | i _17, 000 Sees 







Total miscellaneous activities_.............--.-- 





32, 000 - 





Naval ordnance facilities: Port Lyautey, French | | 
PAOOOONR asdcki =... dks ee - aE | 1 SOD 1. .ctccssled a 7 


Government-owned contractor operated research 
facilities: ABL, Cumberland, Md-_--- id gud 1 PP O08 1. dete csles 19, 000 as 


















RN ON ee ete RRR, nw cctidke ia 24 628, 000 ~ 394, 000. , “153, 000 81, 000 








STORM DAMAGE 


Admiral Wirnineron. Next item is a nonrecurring one, $215,000 
for storm damage. This is rather misnamed. The damage resulted 
from an earthqu: ake at Hawthorne, Nev. We cracked a good many 
magazines. This money is asked for repairs. 

Mr. Suerparp. This could fall under the category of acts of God, 
over which you had no control. 
Admiral Wirnineron. Yes, sir 



































EQUIPMEN 





NT FOR NAVAL ORDNANCE ESTABLISHMENT 





Next category is equipment for the naval ordnance establishment. 
Money requested is $2,090,000, a decrease from last year of $566,000. 
This includes trucks and trailers, special automotive equipment, con- 























ee ns etal 
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struction and weight-handling equipment, materials-handling equip- 
ment, railroad equipment. 

Mr. SHeprarp. What category would your special automotive equip- 
ment be? 

Admiral Wrrnineron. On page 171, sir, there isa breakdown. Our 
expected inventory of trucks and trailers is 5,831 as of June 1957. 
Special automotive equipment is 445. Construction and weight-han- 
dling equipment is 3,719. Materials-handling equipment is 6,386. 
Railroad equipment is 4,618. 

In each category we are showing decreases, which is of concern to 
me because it means our mobilization readiness is decreasing somewhat. 
Our railroad cars in particular are getting old and in some cases diffi- 
cult to repair. 

Mr. Suerrarp. How long does it take to get railroad equipment after 
you place your order? 

Admiral Wirutneron. 12 to 18 months. 

Mr. SHepparp. We will insert pages 169 and 171 into the record. 

(The information referred to is as follows :) 


JUSTIFICATION OF FUNDS REQUESTED 
Funds in the amount of $1,545,000 are requested for procurement of mobile 


equipment for the naval ordnance establishment as indicated in the following 
categories : 








| Increase (+) 
or decrease 
1956 estimate (—), 
difference 
} (1957-56 


1955 actual | 1957 estimate 


— $639, 000 


$3, 220, 957 

300, 000 

67, 913 
881, 651 | 


1, 895, 655 


(1) Non-passenger-carrying mobile equipment. $2, 184, 000 $1, 545, 000 





(a) Trucks and trailers 
(b) Special automotive 
(c) Construction and weight-handling 
(d) Materials-handling including bat- 


510, 000 
71, 000 
864, 000 


609, 000 
130, 000 | 


391, 000 
118, 000 
548, 000 


— 119, 000 

+-47, 000 
—316, 000 
488, 000 — 121, 000 


(e) Railroad equipment — 130, 000 





Prosect No. 3G—EQUIPMENT FOR THE NAVAL ORDNANCE ESTABLISHMENT 


JUSTIFICATION OF FUNDS REQUESTED 


The decreasing inventory of these types of equipment is indicated in the fol- 
lowing table: 


Esti- 


} | Esti- 


mated 
inven- 
| tory on 
| hand 
and on 
order, 

June 30, 
| 1956 


Net | 
| changes 


| | 
| Planned | 
J , maintet : | fiscal | 
Nonpassenger carrying mobile | vear 1956 | 
| 
| 


: during 
equipment ; ae 


procure- | fiscal | 
ment | year 1956 


Planned 
fiscal 
year 1957 
procure- 
ment 


Net 
changes 
during 
fiscal 
year 1957 | 


| 


mated 
inven- 

tory on 
hand 


| and on 


order, 


| June 30, 


1957 





Trucks and trailers_-_._-_--| 
Special automatic equip- 
WR iee hla cs ack 
Construction and weight- 
handling equipment 
Materials-handling equip- 


6, 045 
445 
3, 808 


5, 753 
, 650 





21, 701 








—367 | 
—32 


6, 2 


4, 


—702 | 


20, 
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ADVANCE BASE MOBILE ORDNANCE EQUIPMENT 


Mr. Surpparp. Advance base mobile ordnance equipment. 

Admiral Wrrnineron. Last year it was $150,000 and this year it is 
$50,000. The purpose of money is to overhaul and maintain explosive 
ordnance handling equipment. Our inventory of this equipment is 
approximately $2 million. 

Mr. SuepparD. This is replacement ? 

Admiral Wrrnineron. Overhaul and maintenance. 

Mr. Suepparp. No replacement ? 

Admiral Wrrnineton. Not in this money. 

Mr. Suerrarp. Have you transferred any funds from this activity 
or any other maintenance activity for use in other programs of a non- 
maintenance nature? 

Admiral Wirntneron. No, sir. 

Mr. Sueprarp. What is the general status of your facilities with 
respect to maintenance ? 

Admiral Wrirntineron. I am afraid, Mr. Chairman, we are slowly 
going downhill in our standards of maintenance. 

Mr. Suepparp. Where would that information be available? Does 
that come from your residence public works officers? 

Admiral Wrrntneton. We can judge each year from the great mass 
of requests we receive, of which you see only a small portion in the 
budget request. I judge for myself, as you do, when I go around the 
establishment. 

Mr. Suepparp. Do your reports indicate that you are reaching a 
point or have reached a point in many instances of diminishing re- 


turns because of lack of application to adequate maintenance funds? 

Admiral Wrrntneton. I think it would be right to say that this is 
a matter of concern but not of alarm at the present time. There are 
a few cases where we would like to do things, like rebuilding one of 
the big piers at Port Chicago, where a large capital investment would 
be required. 


SHORE AND HARBOR FACILITIES 


Mr. WiceieswortH. On page 156 you have a breakdown of the 
$579,000 which you are requesting for shore and harbor facilities, 
reflecting an increase of $156,000. What is that increase? 

Captain Larrp. The increase is basically on several piers and it has 
become extremely urgent we put repair money in there immediately 
or we will find ourselves with basically unusable piers. There is one 
at Earle and we have another one at Fort Mifflin. 


ROAD AND RAILROAD FACILITIES 


Mr. WicG.tesworrH. Let me ask the same question with respect to 
item 3-C, “Road and railroad facilities,” page 159 of the justifications. 
There is an increase of $37,000. 

Captain Larrp. Basically the increase there, sir, is connected with 
railroad rehabilitation work. Several of our railroad installations 
were originally installed with old and used track. That was during 
World War II, and they have now become completely worn out and 
must have replacement in order to properly run our cars in the station. 
We have increasing numbers’ of derailments and track trouble. 
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UTILITIES 


Mr. WicGcieswortH. The same question with respect to 3-E. That 
is on page 166. You reflect an increase of $225,000. 

Captain Larrp. We have a double problem there, sir. The first is 
again World War II equipment and material which is rapidly wearing 
out and must be replaced; secondly, new projects; some of which have 
been authorized under the military construction, which are going in; 
and we must in several instances increase the capacity of the electrical 
systems and other utilities to handle them. 

Mr. Wice.reswortn. I wish you would itemize for the record the 
alterations and new construction contemplated under each of the three 
items I have just referred to. 

Admiral WirHrnetron. We will do that, sir. 


ORDNANCE AND Faciuities, Navy, 1957 


Improvements and alterations to facilities—Repair, alterations, and minor new 
construction projects 


| Minor new we: 
Location and title of project | Repairs | Alterations} construc- 


Total 





3R SHORE AND HARBOR PACILITIES 


NDS, Bremerton, Wash.: Replace shallow variable 
depth degaussing range car, total | $39, | $39, 000 


NAD, Earl, N. J 
Repairs to underside of concrete deck of trestles 
and piers--_- back 150, 000 , 
Resurface concrete deck of trestles 1 and 2- wa 63, 000 0} 63, 000 
Repair to piers and trestles, substructures, and | 
NE bdr Sh cc avhaneedelecesadstncpateibeucwewe . 89, 000 0} 89, 000 
Total_ 302, 000 icaeiasbnsmticel 302, 000 
NAD, Fort Mifflin, Pa.: "Repairs: to piers (3d incre- 
ment), total.....--- Sars aceite sea 75, 000 75, 000 


N D8, Norfolk, Va.: 
Replacement of 15 feet and 30 feet degaussing range 
underwater structures- - as 25, 0 25, 000 
Installation of horizontal deg: aussing r ange coils_._-- $5, 000 0 5, 000 


5, 000 | seek / 30, 000 


NDS, Pearl Harbor, T. H.: Replace two 19-pile 
dolphins, total ; 14, 000 
NDS, San Francisco, Calif.: Reh: ibilitation of ae 
Island medium and deep degaussing ranges, total-- ) 25, 000 
NND, Tiburon, Calif.: 
Dredge berthing area at San Bruno Annex 27, | 27, 000 
Dredge 2 berthing areas at naval net depot, Tiburon § | 51, 000 


Total 8, 78, 000 
= White Oak, Md.: Repair wharf, Fort Monroe, 
, total i, 16, 000 


Total, shore and harbor facilities _ -- > 574, 5, 579, 000 
3C ROAD AND RAILROAD FACILITIES 


NAD, Bangor, Wash.: Pave roads in magazine area, 
total a 5 3 25 25, 000 
NOTS, China Lake, Cailif.: 
Repair station roads___. 51, 51, 000 
Resurface Randsburg, Wash., test range access road 93, 93, 000 


Total , 144, 000 
NAD, Crane, Ind.: Rehabilitation of main line railroad, 
total. : 200, 200, 000 
NPG, Dahlgren, Va.: Regrade and resurface Caffee 
Road, total__- 24, 24, 000 
OAL, Daingerfield, Tex.: Construct new road system, 
total $13, 000 13, 000 
NAD, Fallbrook, Calif.: ron en railroad crossings and 
spurs, total..__. -- Se weseeSE esset 20, 0 20, 000 


74195—_56—_—_47 
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Improvements and alterations to facilities—Repair, alterations, and minor new 
construction projects—Coninued 


| Minor new 
Location and title of project Repairs | Alterations eaee Total 
on 


3C ROAD AND RAILROAD FACILITIES—continued 
—— Fort Mifflin, Pa.: Repairs to roads and walks, 


NM, Guam, Midwe ay Island: Install sheet ‘pile guard 
rails, total 


NAD, Hawthorne, Nev.: 
Road copes (2d increment) 
Railroad rehabilitation. ---- 


Total - eeagiieel 
NAD, New Orleans, La.: Repairs to roads, total..____. 
NOP, Pocatello, Idaho: Repairs to roads, a... 


NM, Port Chicago, Calif.: 
Rehabilitate railroad barricades, tidal area (5th of 
6 increments) 
Replacement of 72- and 75-pound ‘‘reused”’ rail (ist 
increment) 





Total 
NOF, SASEBO, Japan: Hard surfacing of roads, total. 
NGF, Washington, D.C.: Widen and penn S vehicu- 
lar entrance, 4th and M Sts., total.........- 


Total, road and railroad facilities _- -| 1,134, 000 


3E UTILITIES 


NAD, Bangor, Wash.: Rehabilitate electric power 
distribution system, total 


NOTS, China Lake, Calif.: 
Provide electric tie line, G-1 and G-2 range regu- 
lator stations____- Giieipiaieion 
Alter valve and piping, central propane plant 
Rebuild manholes, FH area............-...-..---..- 











NAOTS, Chincoteague, Va.: 
Provide water supply, Wallops Island... ....._..- 
Provide power facilities for fire control... ........--| 


a a 

ABL, Cumberland, Md.: Extend 6-inch waterline 
from pilot plant to X range, total 

NAD, Fallbrook, Calif.: Replace valve boxes, total - 

NAD, Fort Mifflin, Pa.: Overhaul boiler No. 3, total __ 

NAD, Hastings, Nebr.: Install corrosion prevention 
system, total_ 

NAD, Haw thorne, Nev.: Install sectionalizing valves" 
in water distribution sy ‘stem, total 

NAD, Hingham, Mass.: Construct boilerhouse and 
install heating system for transformer building 35 
annex, total 

NPF, Indian Head, Md.: Extend river water mains to 
incinerator area, total 


NAD, McAlester, Okla.: 
Replace underground fire-alarm system. -.--- 
Procure and install depotwide air-raid warning | 
system 











t 
NUOS, Newport, R.1I.: Rehabilitate primary electrical | 
distribution circuit, Gould Island, total. ._......._.-- | 











NAVMAG, Port Chicago, Calif.: 
Rehabilitate water lines in tidal area (2d increment) - | 
Repairs to primary electrical system 
Alterations to fresh water lines at building 1-A-1_. 





NOF, Port Lyautey: Install heating system, mine 
work shop, total 

NAD, 8t. Juliens Creek, Va.: Replace 11,500-foot loop 
feeder cable, total 
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Improvements and alterations to facilities—Repair, alterations, and minor new 
construction projects—Continued 


Minor new : 
Location and title of project Repairs | Alterations — Total 


3E UTILITIES—continued 


NAND, Seal Beach, Calif.: 
Extend steam line in industrial area to buildings 


NGF, Washington, D. C.: Cross connect steam lines, 
building 8 (Bellevue) and building 71 (NRL), total_.|......-~- ---| 


Total, utilities 


Mr. Wiacteswortu. That is all, Mr. Chairman. 
STRUCTURES 


Mr. Ostertac. Admiral, under “Structures” there are three proj- 
ects, as I gather from your specification: Naval ordnance plant at 
Macon, naval mine depot at Yorktown, Va., and naval ordnance plant 
in South Charleston, W. Va.; is that correct ¢ 

Admiral Wirurnerton. 77 projects, sir. There are three pages of 
them, sir. Those are examples which you see there. 

Mr. Osrertac. These structures are already in being; is that 
correct ¢ 

Admiral Wirnuinetron. Except for a few minor new construction 
items, that is true: yes, sir. 

Mr. Ostertaa. In other words, no new plants are involved. 

Admiral Wirurneton. That is right. Anything else would be in 
the public-works program and not here. 

Mr. OsTertaa. Rikooibe is made to research facilities, contractor- 
operated, owned by the Government. Which are the research plants? 

Admiral Wrirnuineron. The only one is a production facility, the 
rocket assembly plant at Shumaker, Ark. 

Mr. Osrertac. In your justification it points out— 


and for two Government-owned contractor-operated research facilities. 


Admiral Wiruineton. Those two facilities are the Allegheny 
Ballistics Laboratory at Cumberland, Md., operated by the Hercules 
Powder Co. and the wind tunnel at Daingerfield, Tex., operated by 
Convair. 

Mr. Osterrac. These come under the jurisdiction of the Bureau 
of Ordnance rather than research and development? 

Admiral Wirutneton. They are funded under this appropriation 
rather than under the Bureau’s part of the research and ealstaemes 
appropriation, so all of this particular type of structure shows in the 
same pocket in the budget. 

Mr. Osrertac. The money appropriated here is for the structure 
itself rather than for the program of research and development ? 

Admiral Wrrnatneron. That is right. It has nothing to do with 
funding the program. 

Mr. Ostertac. Thank you, Admiral. That is all, Mr. Chairman. 





Marcu 14, 1956. 


DEPARTMENTAL ADMINISTRATION 


Bup@et Activity No, 4.—Deparimental Administration 





Increase (+-) 


‘ : de- 
t41, Fiscal year Fiseal year Fiseal year or of 
Project title 1956 1957 crease (—), 


difference 
(1957-56) 


95s 


$7, 104, 754 $7, 936, 360 $8, 048, 000 +$111, 640 
1, 605, 520 1, 974, 000 2, 012, 000 +38, 000 


Obligations payable from appro- 7 
priated funds | 8, 710, 274 | 9, 910, 360 | 10, 060, 000 +149, 640 


Mr. Suepparp. We will pick up the next budget activity, No. 4, 
“Departmental administration,” reflected in the table on page 200 
of the justifications. 

PERSONAL SERVICES 


Mr. SuHepparp, I see where your actual appropriation for fiscal 1955 
is reflected as being $8,710,274; your estimate for 1956 is $9,910,360, 
and your estimate for 1957 is $10,060,000. This reflects an increase of 
$149,640. 

I wish you would justify to the committee the reasons for the in- 
creases in the respective activities starting with “Personal services.” 

Admiral Wiruineton. In activity 4-A, “Personal services,” the in- 
crease is $111,640. This entirely reflects the personnel increase which 
was authorized for this year, and this year we have not hired up to our 
full ceiling. Next year we expect. we shall be able to do this. This 
amount, reflects an estimated increase of 21 man-years im fiscak year 
1957. 

Mr. SHerparD. How are you going to use this additional personnel ? 

Admiral Wirxnineton. We are behind in our work, chiefly m the 
Research Division and Materiel Division. The Research Division is 
responsible for all of my development work; the. Materiel Division is 
responsible for procurement and maintenance. We have been domg 
an excessive amount of overtime work in the last 2 years. 

Mr. Suepparp. Do you think you will eliminate the overtime by the 
addition of this personnel ? 

Admiral Wirurneron. We have not eliminated it; we have re- 
duced it. 

Mr. Sueprarp. Which do you find the most expensive, the overtime 
operation or that of using regular personnel to avoid overtime? 

Admiral Wrratneton. We have tried to balance the cost of the 
one against the other. In justifying the increase allowed us this 
year, | demonstrated that the overtime peak was heavier. [It is also 
harder on people. 

Mr. SuHepparp. You figure you do not get the efficiency out of peo- 
ple working overtime that you could get by working regular hours? 

Admiral Wrrutneron. Yes, sir. . 
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OTHER COSTS 


Mr. Sueprrarp. Why the increase of $38,000 in “Other costs”? I 
wish you would define the other costs and give the reason for the 
increase. 

Admiral Wrruineron. The first division of project 4B is “Travel 
and transportation,” where the requested increase is $10,000. This 
is entirely a reflection of the increased per diem payments allowed 
by law. 

In “Printing and reproduction,” we are asking for an increase of 
$10,300 for three items. The first one is an increase in printing of 
new publications, $19,000; then there is a decrease in the cost of Ordalt 
reproductions, $10,000, and an increase in the procurement of safety 
publications for distribution to the Ordnance Establishment, $1,300. 
That makes a net increase of $10,300. 

The next activity, “Supplies, materiels, equipment, and services,” 
shows an increase of $17,700. The first increase is $5,400 in expend- 
able supplies and materiels. This reflects in part an increase in per- 
sonnel but, in larger part, an increase in the number of machines 
we expect to rent. We are trying by the use of more computing ma- 
chines to get more work done with less people. 

The postage bill, $25,000 requested, shows an increase of $1,800. 
This reflects our actual experience in fiscal 1955. It is printed in the 
book at $19,100, but we actually had to pay $25,325. 

Furniture and equipment shows a decrease of $500. 

Rental of office equipment—this means more tabulating and busi- 
ness machines—shows an increase of $11,000. 

These 4 items make up the net increase of $17,700. 


ADMINISTRATION OF CONTRACTS 


Mr. Suerrarp. How many people are you employing in your Con- 
tract Division ¢ 

Admiral Wirnuincton. 89. 

Mr. Suerparp. Who is in charge of that Division ? 

Admiral Wrrnrneton. Capt. George Fraser. 

Mr. Sheppard, I have given you the total employment, whereas 
the table in the book shows only the people paid out of this appro- 
priation. 

Mr. Suerparp. I notice about the center of your comments appear- 
ing on page 206 of the justifications, under “Contracts,” you state: 

* * * Bmphasis on small-business and standby contracts will require admin- 
istration of more contracts than otherwise would be necessary. 

With specific reference to that statement, how many people do you 
have that are actually operating in the field of small-business and 
standby contracts? 

Admiral Wrrutneton. There is one full-time employee who is in 
charge of this activity and responsible directly to me. The rest of 
the people concerned are on a part-time basis in addition to their 
ordinary duties with respect to contract administration. 

Mr. SHepparp. What occurs in there under the small-business func- 
tion? What takes place? 

Admiral Wirur1neton. One of the most serious concerns is the 
ability of the respective contractor to produce and this in a number 
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of cases requires a penne survey of the plant. This takes time, 
paperwork, and costs money. In spite of this precontract survey 
we occasionally find after t e award of the contract that the con- 
cnchen is unable to produce. 

Mr. Sueprparp. Tell me how that happens if you have already 
made a survey of his ability previously. y do you find out later 
on that he is unable to produce? What happens to create a condition 
of that kind ? 

Admiral Wrruineron. I can only think that the advice I received 
from the field was not very good. 

Mr. SHeprarp. To whom do you refer as “advice from the field” 
when you wind up with a circumstance of this character? 

Admiral Wiruineton. The advice from the field to which we 
mostly a is either our own naval inspectors of ordnance ma- 
teriel, or the inspectors of naval material around the country. 

Mr. Sueprarp. I have always understood our inspection division 
was considered to be about as good as we could get to function in 
those capacities. If you have the requirement of | inspection in this 
activity the same as you do in other business operations, why would 
there be any cause for fall down? 

Admiral Wirntneton. I think it is more a question of people than 
it is of equipment. A good shop poorly run will not necessarily 
produce. 

Mr. Suepparp. That is true whether it is big business or small busi- 
ness; is it not ? 

Admiral Wrrnneton. That is right. We have trouble sometimes 


with our big-business contracts, too, on deliveries. 

Mr. Suep PPARD. Do you have any specific formula or yardstick of 
requirement in the small-business field where, hypothetically X 
company, or corporation, or partnership, whichever it may be, has to 
be financed up to a certain point, they have to have tooling, require 
facilities, and also know-how, so that when it comes out to the field, 
whoever is making the inspection goes through the oe category 


of analyzing the ability of this business? It would occur to me, 
the second run of the situation in which you find adaptability to the 
degree that you can award a contract is rather expensive; is it not? 

Admiral Wrirurneron. There is a study criteria used in connection 
with these surveys of prospective bidders. 

Mr. Suerparp. If that is the case, what happens when you do not 
get accurate information from the sources within your own divisions? 

Admiral Wirurneton. I would like to say these instances of fail- 
ure to deliver, or default, are rather expensive, exceedingly so, and I 
had a study of this made if you would like to have me furnish it to 
you. 

Mr. Suerparp. The study might develop some interesting material 
which we would like to have supplied for our scrutiny, but, at the 
moment, what is your percentage of failures of small businesses as com- 
pared with big businesses? You have already had a survey made, so 
that you can probably give me the percentage. 

Admiral Wirutneton. I do not have the exact percentage but it is 
far less than 1 percent in both instances. 

Mr. Suepprarp. In both instances? 

Admiral Wirnuineton. Yes. 
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Mr. Sueprarp. Then one does not suffer inability, so far as your 
findings are concerned, any more than the other? 

Admiral Wirnutneton. That is right. We have one small con- 
tractor who has scooped the field for metal parts for the Terrier 
booster, which is a very strong part of our support in my opinion. 
It is a small well-run company. 

Mr. Suerparb. That is a repetition of previous occurrences. 

Now after that man has developed an extreme efficiency in a par- 
ticular field, what happens to him? Does he then have to go into 
competitive factors for future business, or just what occurs in that 
particular operation ¢ 

Admiral Wirutneton. He has to compete on prices; yes, sir. Un- 
fortunately our experience is that the small man who is successful 
tries to get bigger and sometimes is not able to accomplish this very 
well, 

Mr. Sueprarp. But a laudable ambition if accomplished on the 
functional premise? 

Admiral Wirutneton. Yes, sir. 

Mr. SuHerrarp. You referred to one outstanding contractor. What 
was his name ¢ 

Admiral Wrrnuineton. I do not have the name at hand. 

Mr. Suerrarp. What was he fabricating? 

Admiral Wrrninetron. Metal parts for the Terrier booster. 

Mr. Suerrarp. And he came up with an innovation in that field? 

Admiral WirntneTon. No, sir; he just produced more cheaply. 

Mr. SuHeprarp. Have you had any of them come through in the 
small-business field where they came up with an innovation that would 
amount to a considerable saving on future contracts? 

Admiral Wrrutneton. I would say it is less a matter of improve- 
ment than it is doing the already designed work for less money. 

Mr. Suerrarp. Supposing somebody came along and developed a 
shell case that was cheaper and still, after proper testing, was de- 
termined to be highly accessible and advisable to procure and by the in- 
genuity of that specific firm, taking a hypothetical case, of course, 
the man finds himself called upon to take the know-how he has de- 
veloped and educate two other firms and they become competitors 
on his original concept? Does that happen? 

Admiral Wiruineron. It could happen; yes, sir, if he does not 
have the mass capacity to produce. 

Mr. SnHepparp. Let us assume he has the capacity to produce be- 
cause he was the original producer in the field we are referring to. 

Admiral Wirutneron. The present policy is to give him the initial 
order. After that, he is on his own competitively in the field. 

Mr. Sueprarp. But you take his blueprints and turn them loose 
in the competitive field in order to create competition ? 

Admiral Wirutneton. Yes, sir. The Government has bought and 
paid for those blueprints and those designs. 

Mr. Suepparp. In all cases? 

Admiral Wirnurineron. In the case of an invention, no. That is 
handled differently. 

Mr. SuHerrarp. How would you handle a case of that character ? 

Admiral Wiruineton. I do not know enough of the details about 
the patent-law business to give you a good answer to that; but, in 
general, if the Government has paid for the development which results 
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in an invention, then the Government is entitled to a license-free use 
of that patent. 

Mr. Suerrarp. That is correct, if they paid for it. 

Admiral Wiruineron. Yes, sir. 

Mr. Suepparp. That falls within the assumptive category of the 
bench-rights section of the law. 

Admiral Wirxineron. I am sure that is the right name if you say 
So. 

Mr. SuHeprarp. It is not too good; but, nevertheless, I think there 
have been some occasions where developments of that character have 
prevailed. What occurred to me as being a somewhat farfetched com- 
pliance was the fact that after the man had created the design and 
fabricated it and had the ability to do it, that in order for him to 
get a chance to bid on the next contract that came along, before they 
would permit him to bid, they insisted that he go out and educate 
his competitors in that field. He did so and then when the next open 
bid came up, be it a happenstance or design, I am not too sure which 
prevailed in the specific case, the competitor he educated underbid 
him by a very small margin and of course, under the law, if it is 
open competition, you have to let the contract to the lowest bidder. 

Admiral Wirrutnaton. Yes, sir. 

Mr. Suerparp. The question in my mind is, you having sent him out 
to educate this competitor, would not you be strete ‘hing: the potential 
authority there a little bit by doing that 2 

Admiral Wirutneron. I think the answer is this: We can ask 
and in some cases do ask him to do this; but we cannot compel him 
to do it. 

Mr. Suerparp. Let us assume you asked him to do it and, for reasons 
of his own he does not see fit to do it: What happens to the next 
contract ? 

Admiral Wirnineron. Probably he will get it, if it is a proprietary 
item. 

DISTRIBUTION OF DEPARTMENTAL PERSONNEL 


Mr. Suepparp. We will insert table IT in the record at this point. 
(The matter above referred to is as follows :) 
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Mr. Suepparp. Are there any questions upon budget activity No. 4! 


PERSONNEL ESTIMATED FOR 1957 


Mr. Anprews. In this departmental personnel, Bureau of Ord- 
nance and Facilities, you expect to have 1,375 positions in 1957? 

Admiral Wirurneton. Yes, sir. 

Mr. Anprews. Which is the same number you had in 19564 

Admiral Wiruineron. Yes, sir. 

Mr. Anprews. In addition to that, you expect to have 279 military 
personnel ? 

Admiral Wirnineron. Yes, sir. 

Mr. Anvrews. For a total of 1,581 in 1957, an increase of 21 over 
1956? 

Admiral Wiruineron. Yes, sir. This figure of civilians is man- 
years, rather than positions. 

Mr. WiccLeswortH. How many are actually on your rolls right 
now ¢ 

Admiral Wrruineron. 1,511. 

Mr. Wicciteswortu. How many do you propose to put on in fiscal 
1957 ? 

Admiral Wrrutneron. Thirty more. 

Mr. WiccLeswortH. That would be 1,541? 

Admiral Wiruineton. Yes, sir. 

Mr. WiccieswortuH. You have 1,511 on the payroll now, but have 
obtained only 1,281 man-years of work from them, because some of 
them came on late; is that right? 


Admiral Wirntneron. No, sir. This table on pore 209 shows only 


the personnel — out of this appropriation. We have other appro- 
priations, notably “Shipbuilding”, which pay for additional people; 
also “Ordnance for new construction” pays for additional people, and 
also the appropriation “Aircraft and related procurement” pays for 
additional people. 

Mr. WiccieswortH. What are the figures you just gave? 

Admiral Wrruineton. The total figures paid out of all appropria- 
tions. 

Mr. Wiceieswortn. All appropriations under the Bureau of 
Ordnance? 

Admiral Wrrutneton. All appropriations which pay people who 
work for me, sir. 

Mr. WiccteswortH. Well is the increase you have just given me 
reflected entirely in this particular activity? 

Admiral Wirutneton. No, sir; the increase in this activity is esti- 
mated as 21 man-years. 

Mr. WiccteswortH. How many people do you have on your rolls for 
this activity now ? 

Admiral WirnHineTon. 1,334. 

Mr. WiccLeswortH. How many people are you going to have on it 
in fiscal 1957? 

Admiral Wirutncton. We estimate 1,375. 

Mr. WiccLeswortu. So that is really an increase of 41 people in this 
particular activity ! 
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Admiral Wiruineton. That is correct, sir. 

Mr. WiccLeswortH. Why do you need all that increase in person- 
nel? 

Admiral Wirnrneron. This is not an increase, Mr. Wigglesworth, 
over the allowed ceiling that we now have. 

Mr. WiccLeswortn. It is an increase over what you have now. That 
is what my question is directed to. 

Admiral Wirntncron. We are attempting to recruit up to the full 
ceiling we are allowed. 

Mr. WicGLeswortH. Why ? 

Admiral Wirntneron. We are behind in our work. 

Mr. Wieotesworrn. Well you have gotten along with 1,300; why 
do you come in for more just to try to reach your ceiling ? 

Kamiral Wiruineron. We are still behind in our work and are 
doing a great deal of overtime work. 

Mr. Wiecieswortn. I would like some justification for the increase 
when you revise your remarks, I am not saying it is not the fact; but 
it does not prove anything just to make a general statement of that 
character. I wish you would put something in the record to justify 
that increase. 

Admiral Wirnrneton. We will do so. 

(The information is as follows:) 


DEPARTMENT OF THE Navy, 
BUREAU OF ORDNANCE, 
Washington 25, D. C. 
A statement for the record relating to hearings of the Subcommittee on Appro- 
priations, House of Representatives, concerning the Bureau of Ordnance, fiscal 
year 1957 budget submission for activity No. 4 (departmental administration) 
appropriation “Ordnance and facilities, Navy.” 


Question 
Justification of increase in personnel to 1,375 positions requested in the budget 
from the 1,334 now on board in the Bureau of Ordnance. 


Answer 


1. The increase of 41 positions from the March 14, 1956, on-board count of 
1,334 to the 1,375 positions requested for fiscal year 1957 will enable the Bureau 
to carry on that part of the following regularly assigned and essential work 
which presently accounts for approximately 75 percent of the estimated 156,000 
hours of overtime for fiscal year 1956: 

(a) Operation of electrical accounting machines to provide inventory, re- 
quirements, fiscal, personnel, and other required reports and records. 

(b) Research, development, and procurement of aviation ordnance. 

(c) Program and fiscal management including determination of material 
requirements. 

(d) Research, development, and procurement of mines and torpedoes. 

(e) Research, development, and procurement of ammunition, explosives, 
and fuses. 

(f) Research, development, and procurement of special weapons. 

(g) Research, development, and procurement of fire-control systems. 

(h) Research, development, and procurement of guided missiles. 

(i) Services in support of research, development, and procurement, such 
as transportation, inspection, technical library, legal, publications, contract 
administration, and industrial planning. 

2. The present rate of overtime in the Bureau is 2.34 hours per week per man- 
year. With the increase of 41 persons to bring the Bureau on-board count to the 
presently authorized 1,375 positions, it is anticipated that the overtime required 
in fiscal year 1957 will be reduced to 1.73 hours per week. 

F. S. WrrHineron. 
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TRAVEL AND TRANSPORTATION 


Mr. Wiccieswortu. Under 4B, I notice the travel and transporta- 
tion is going up all the time, judging by the 3 years you have given 
us here; printing and reproduction is going up all the time; supplies, 
materials, equipment, and services is going up all the time. The 
amounts are not substantial, but there seems ‘to be a steady increase. 

Is the $583,000 for travel and transportation the peak for that work? 

Admiral W IrHINGton. I would say that was the peak for person- 
nel, military and civilian, that we expect to have on the rolls in fiscal 
1957. It should not increase further. 

Mr, WieeteswortH. Is the $779,000 for printing and reproduction 
a peak? 

Admiral Wiruinecron. I think it should be substantially a peak; 
yes, sir. 

Mr. WiecLeswortu. Well have you had as much as that before? 

Admiral Wiruineron. We have had no availability that. high 
since Korea. 

Mr. WicecLeswortu. How about the $616,000 for supplies, mater- 

ials, equipment, and services: Is that a peak since Korea ¢ 

Admiral Wrrutneton. Y es, sir. 

Mr. Wiacieswortu. That is all, Mr. Chairman. 


AVERAGE CIVILIAN EMPLOYMENT BY BUDGET ACTIVITY 


Mr. Suepparp. I wish you would insert the usual personnel tables 
in the record at this point, lease. 
Admiral Wiruteron. Yes, sir. 


(The information is as follows:) 
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NAVAL ORDNANCE PLANT, MACON, GA. 


Mr. Suepparp. The next subject matter we are going to pick up is a 
communication from the Comptroller of the Department of Defense, 
W. J. McNeil, and because it reflects on problems that pertain in this 
field, I think it might be advisable if I read Mr. McNeil’s letter. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., March 10, 1956. 


Deas Mr. CHArRMAN: You currently have before you the Department of De- 
fense program for additional installations of industrial funding. While, of 
course, we should like to have approval of this total program as soon as prac- 
ticable, there is one installation which we should like to single out for rather 
immediate action, if possible. This is the naval ordnance plant at Macon, Ga. 

In connection with the defense budget for fiscal year 1956, the Navy pre- 
sented their program for that year for the application of industrial funding in 
a number of Navy activities. Your committee approved all of these except the 
naval ordnance plant at Macon, Ga. This one was not approved because, as you 
indicated in your letter of July 22, 1955, there seemed to be conflicting testimony 
given before your committee and the Committee on Armed Services of the House 
in regard to the volume of workload at this facility. You suggested that this 
matter be again presented to your committee in connection with the fiscal year 
1957 budget. In other analogous cases you also indicated that detailed man- 
agement surveys necessary could proceed even though committee approval for 
the final installation had not been given. 

In accordance with your suggestion, Macon has been presented again in the 
Navy program and preliminary work has proceeded. The Navy is now all pre- 
pared to effect cutover to industrial funding of the Macon plant on April 1, 1956. 
The apparent inconsistency in the testimony given on Macon before the two 
House committees is readily explainable. It was from different viewpoints 
and did not cover exactly actually the same situation. However, it is very 
understandable why the statements were interpreted as inconsistent even though 
such was not the case. Briefly, the situation was as follows: 

The testimony before the Armed Services Committee was concerned with the 
contemplated replacement of a facility at the naval ordnance plant. Accord- 
ingly, it dealt only with selected ammunition components, which represent only 
a portion of the program carried out at this activity. The statement by the 
Navy representative that the annual volume was $8.6 million referred only to 
allotments to the station during fiscal year 1955 for just the selected ammuni- 
tion components involved in the construction request. This may have been due 
to a misunderstanding but definitely did not purport to cover even the total 
annual direct allotments to this one station. The total direct allotments to the 
station for fiscal year 1955 were $13.7 million. Early estimates contemplated 
direct allotments to the station for fiscal year 1956 in the amount of $13.2 million. 
Upon installation of the industrial fund, it is necessary to finance materials 
previously on a free-issue basis but which are brought under financial control 
through this concept. The estimate at the time for these materials was $12.8 
million. Therefore, the estimate of $26 million total annual volume of the sta- 
tion to be financed by the industrial fund was correct as of that time. The esti- 
mated $8.5 million credit allocation was based on a 4-month initial financing 
cycle, as was approved for the other activities by your committee. 

During recent months a Navy team has conducted a detailed survey of the 
naval ordnance plant, Macon, Ga., to develop and estalish the procedures inci- 
dental to financing under the Navy industrial fund. Ag a result of this on-site 
study and curtailment in programs stemming from provisions of the 1956 Appro- 
priation Act, these earlier estimates of total annual volume and credit alloca- 
tion requirements have been reduced to $18.6 million and $5.5 million respec- 
tively. This is based on total anticipated allotments to the installation of $8.9 
million plus $9.7 million of materials on a free-issue basis. These revised figures 
have been incorporated in the Navy program currently before your committee. 

As an additional factor which may be of interest to you, Secretary Wilson 
has personally visited the Macon installation and has specifically and strongly 
endorsed the Navy’s proposal to utilize industrial funding. He feels that this 
will be a substantial and sound step in improving and modernizing the whole 
management of this industrial-type facility. He hopes that we can proceed 
with all dispatch. 
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I trust that the above clears up the basis for your initial disapproval of the 
installation of industrial funding at Macon and that you will find it practicable 
to concur in the application of this modern technique at Macon prior to April 1, 
1956, so that there need be no delay in the present schedule for its use at this 
installation. 


That is signed “Sincerely yours, W. J. McNeil,” and a copy is 
addressed to Chairman Mahon of the Defense Appropriation Com- 
mittee of the House. 

Then I have before me a copy of the report that was made to Sec- 
retary Wilson under date of October 19, 1955. This report appar- 
entiy and undoubtedly was the result of the fact that during the con- 
ference by and between the Senate Members on the Public Works 
budget and that of the House Members a compromise was finally 
entered into. I do not have the language specifically before me, but 
it was to the effect that Secretary Wilson should assume responsibility 
for the appropriation request and pursuant to what I assume to be 
in accordance with that function placed upon him by Congress, I 
read the following: 


THE SECRETARY OF DEFENSE, 
Washington, October 19, 1955. 
Memorandum for: The Secretary of the Navy. 
Subject: Naval ordnance plant, Macon, Ga. 


I visited the Naval Ordnance Plant at Macon, Ga., on September 28 in order 
to have a personal opportunity to look at this facility in connection with the 
certification of the necessity of a new manufacturing building there to cost 
approximately $3,800,000. Chairman Vinson accompanied me on the tour of 
this facility. Other members of the party were Assistant Secretary of Defense 
Floete, Rear Adm. Paul D. Stroop, Deputy Chief of the Bureau of Ordnance, 
and Mr. T. A. Callaghan, Special Assistant for Facilities (Materiel). 

The outward appearances of the naval ordnance plant were excellent and 
the condition of the buildings and grounds indicated a high degree of main- 
tenance. The men and women working in the plant seemed to be of a high 
type and interested in their work. The commanding officer, Capt. J. I. Cone, 
USN, had only been on the job a short time and recently came from a sea 
duty assignment. 

The presentation made in the office showing possible savings by better 
arrangements of work in a new plant and other incidental savings seemed 
reasonable to me. These estimated savings were from six hundred to seven 
hundred thousand dollars per year depending on the volume of work in the 
plant and would indicate that a new plant could pay for itself in 5 or 6 years if 
employment continued at between 1,500 and 2,000 employees. This would 
seem to justify the building of the new plant. 

However, on going through the existing plant it was very apparent to me that 
the labor utilization and the working tempo were very poor. There were no 
idle people wandering around through the plant but obviously reasonable work- 
ing standards had not been set for manufacturing operations or the best use 
made of the space and equipment available. 

One of the first things I noticed in this activity was a Marine detachment 
consisting of 2 officers and some 40 enlisted personnel performing guard duty. 
This appeared to be an excellent Marine detachment, but it appears to be an 
expensive and inefficient way to use Marine personnel. This guard duty could 
be performed easily by civilian guards with considerable saving in personnel 
and money. I recommend that you look into this matter both at this activity 
and at similar activities throughout the naval service. 

As a result of my inspection of the plant it was clear to me that the manu- 
facturing of inert ammunition components such as fuses, primers, tracers and 
detonators at this plant is being performed in a very inefficient manner. The 
plant is not up to date with processes normal to commercial activities of similar 
types. There are too many personnel assigned to the operation of some machines, 
particularly the automatic screw machines. The entire layout of the manu- 
facturing establishment was poorly organized in that the work was not laid out 
progressively and there was not even any simple belt conveyer being used for 
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light assembly. Admittedly, savings would be achieved by moving into a new 
building as proposed, but there are many improvements that could be made in 
the meantime in the buildings just as they are. In my opinion, the possible 
savings in this area would be 2 or 3 times as great as the savings that would 
be achieved by the construction of a new building if these other manufacturing 
improvements are not made. As the work is now being performed most any ex- 
perienced private contractor doing work of this nature could take the work at 
the Navy’s present true cost and make a very handsome profit. 

I realize that there are many difficulties to be overcome by the military 
services if they are to operate a plant efficiently For example precedence of the 
past, no work standards, possibly some laws, and assignment of military per- 
sonnel in positions of authority where they have had no experience in manu- 
facturing, civilian personnel management, and plant operation. This is no criti- 
cism of the men who are given such assignments. 

I understand that the Navy is planning on setting up this plant to operate 
under the industrial fund concept so that it will operate more like a business 
With accurate cost accounting. I also understand that the same men who made 
the survey and had indicated savings could be achieved by building a new 
building are available to make a study of the layout of the work and a review 
of work standards. This is very encouraging. 

Accurate cost-accounting methods are essential in this type of activity in order 
to determine the real cost of the items being manufactured and should inelude 
supervisory military and guard-duty costs as well as direct manufacturing costs. 
In addition, a complete survey should be made of this activity to improve the 
efficiency of the operations and to introduce modern manufacturing methods 
and work standards. Members of my staff are available to assist you in these 
surveys and I would appreciate being kept informed from time to time of the 
results of them. 

I do not feel that I can approve the construction of new building until (1) 
the Navy has demonstrated that the plant in its present quarters can be operated 
efficiently, and (2) that there is sufficient load for the plant, including the work 
that would be performed for other services to keep a new plant reasonably 
filled, that is, 1,500 people working efficiently. 

If the methods used at the naval ordnance plant, Macon, Ga., are typical of 
the manufacturing establishments throughout the naval service, it indicates 
that they should all be carefully reviewed as well as this particular activity. 
The men and women working in these plants are paid the going wage in the 
community for the various occupations. Costs will be excessive as compared 
to costs in private industry unless the work turned out by individual operators 
is comparable and they are provided the best tools and equipment and layout of 
the work as compared to current private industry. 

C. E. WILson. 

Now, gentlemen, you have heard both Mr. MeNeil’s comments and 
also the report of the Secretary of Defense, who was sent there at the 
request of Congress for the purpose of giving us a report. 

Now you are presenting us with a request to effectuate the desires as 
expressed in the letter from Mr. McNeil. What has been accom- 
plished in accordance with the language set forth by the Secretary of 
Defense? I assume you have had access to this letter. 

Admiral Wriruineron. Yes, sir. 

Mr. Sueprarp. In other words, he expresses disapproval of a new 
plant operation until such time as certain conditions are met. Tell me 
what the answers are as to meeting these conditions, 

Admiral Wirnineton. The marine. detachment has been ordered 
replaced by civilian guards. This will take place next month. 

We have invested something more than $200,000 in a rearrange- 
ment of the machinery and the institution of work standards, improv- 
ing the lighting, additional toilets, and a number of other capital 
expenditures, in order to improve operations in the existing building. 

Mr. SHerparp. When will the effect of the improvement you are 
presently putting into the plant become operationally reflected ? 
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Admiral Wrruineron. The improvements already are becoming 
apparent, Mr. Chairman. 

Mr. Suepparp. How long have they been in‘ 

Admiral WirniNeron. They are not all in yet. They have been 
going in since the Ist of January. The date of this letter is October 19. 

We have just last week had an inspection of the plant made by the 
inspector General of the Navy who not yet has made his report. [ hear 
informally he will recommend to the Secretary of the Navy that we 
request the Secretary of Defense to reexamine this plant as of approxi- 
mately July 1. 

Mr. Suepparp. In other words, he feels apparently from what you 

say that. by July 1 the suggested improvements made by the Secretary 

of Defense will have been « consummated to the degree that a rereview 
of the plant would indicate its qualifications for the Secretary of 
Defense to remove his expressed objections in this report ? 

Admiral Wirxincron. That is right. 

Mr. Suerparp. That is an assumption / 

Admiral Wrrnineron. Yes. 

Mr. SuHerrarp. When will his report be available? Do you know ¢ 

Admiral Wrrnineron. I would estimate some time this summer, 
Mr. Chairman. 

Mr. Suerrarp. In other words, insofar as the entire status of objec- 
tions expressed by the Secretary of Defense is concerned, you have 
been making improve ments since the time of the receipt of this mem- 
orandum from the Secretary and you feel they will be effected to the 
degree of a reinspection in order that he may remove his objection to it / 

Admiral Wrrnineron. Yes, sir. 

Mr. Sueprprarp. As of July 1? 

Admiral Wirnineron. We have used extraordinary measures and 
the best men available to us in this effort. 

Mr. Suerrarp. Do you contemplate you will be able to keep a stand- 
ard of 1,500 people employed in that plant ? 

Admiral Wrrninetron. I do not believe so, sir; no. It will be less 
than that. 

Mr. Suerrarp. How much less? 

Admiral Wirnineron. We anticipate the work force will be down 
to 900 as of the Ist of July. 

Mr. Suepearp. Taking into consideration that this is one of the 
mandatory expressions on the part of the Secretary of Defense, do you 
figure if he goes down there in July and finds 900 people working there 
he will change his attitude about the expenditure for the building? 

Admiral Wrrntneron. I wouldn’t know, sir. 

Mr. Suerrarp. Under the language expressed in the Secretary of 
Defense’s report is it not a little inopportune we should have this 
situation presented to us at this time ? 

Mr. Franke. I assume, Mr. Sheppard, you are referring to the 
suggestion of Mr. McNeil? 

Mr. Suerrarp. I certainly am, surely. 

Mr. Franke. My answer to that is that regardless of the inspection 
which may subsequently take place by the Secretar y of Defense, under 
any eireumstances we will benefit by having this industrial fund opera- 
tion put into effect just as soon as possible. We cannot lose by doing it. 

Mr. Sueprarp. Perhaps you cannot lose by it, but if it goes into the 
industrial fund immediately you have the right to expend the funds, 
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do you not? Perhaps we will not approve of them until such time as 
the Secretary of Dehents discharges his obligation to Congress. 

Mr. Franke. We do not have the right to expend the construction 
funds simply because the activity is industrialized. All the industrial 
fund does is to put the operation on a true commercial-type operation 
basis. The fact that we industrialize this operation does not in any 
way permit use of funds for either construction or tools. They do 
not come out of the industrial fund. 

Mr. SuHepparp. Let us assume, and you are undoubtedly correct in 
your statement so far as expenditure for the building is concerned, you 
still feel that this operation should fall within the category of the 
industrial fund irrespective of whether the new building has funds 
allocated for it or not? 

Mr. Franke. Yes, sir; very definitely. I say again that the reason 
for that is because when you put an operation under the industrial 
fund you begin to get what Secretary Wilson is talking about, accu- 
rate costs. 


ORDNANCE FOR NEW CONSTRUCTION, NAVY 
WITNESSES 


REAR ADM. FREDERIC S. WITHINGTON, UNITED STATES NAVY, 
CHIEF, BUREAU OF ORDNANCE 
WILLIAM S. WILLIAMS, COMPTROLLER, BUREAU OF ORDNANCE 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


PROGRAM BY ACTIVITIES 
0 I ss Se ides senses SPE T TENE: $2, 300, 000 $3, 516, 064 
RCs. Vcstnlinginseiesd nee Li dy eebhieennel 200, 000 200, 000 
(IIIA, otc. nenicencme —860, 287 300, 000 500, 000 
. 1951 program 3 —387, 165 700, 000 783, 906 


Total obligations wa ciabpaewdwiie 5, 933, 787 3, 500, 000 5, 000, 000 
FINANCING : 


Unobligated balance brought forward: 
Appropriation . thitda dati Le —6, 783, 906 
Contract authorization ; ; —21, 000, 000 

Recovery of prior year obligations 

Unobligated balance rescinded -. - - 

Unobligated balance carried forward: 
Appropriation 
Contract authorization 

Unobligated balance no longer available 





ee ara 
Contract authorization (new).-.........-.---...-----.-- ss ail Jiebed ESSE BS 


Status of unfinanced contract authorization 


1955 actual | 1956 estimate | 1957 estimate 


Unfinanced balance at beginning of year $49, 000, 000 $21, 000, 000 
Rescission of contract authorization : —21, 000. 000 
Unfinanced balance at end of year 


Appropriation to liquidate contract authorization. ____- | 
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Obligations by objects 


Object classification | 1955 actual | 1956 estimate | 1957 estimate 


i 
DEPARTMENT OF THE NAVY 
Total number of permanent Seneteee 
Average number of all employees 
Number of employees at end of year 





Average salaries and grades: 
General schedule grades: | 
Average salary ‘ ; dt 320 | $4, 453 | 
Average grade_- Ld ; : GS-6. G8-6.8 | 
Ungraded positions: “Average salary. ‘ohdines 154 | $4, 193 | 


Personal services: 


| 
Permanent positions_.- -- : $867, 281 $630, 004 
Regular pay above 52-week base __- 3, 491 | 2, 636 |.. 


Payment above basic rates_........---- aioe le 37, 228 | 26, 360 | 





Total personal services... ..___- i idaias 908, 000 | 659, 000 | 
Travel._- siete ; 3, 859 2,000 | 
Transportation of things 85, 686 | 20, 000 | _- 
Other contractual services ‘ ie i a 
Equipment 4, 713, 056 2, 813, 306 
eS SI. bh. 65 kei ch cnt eebcliciaiatncinennd<t 6, 966 | 5, 000 





Total, Department of the Navy... ............-.-- lactis 5, 931, 350 3, 499, 306 
ALLOCATION TO DEPARTMENT OF COMMERCE 


Other contractual services 





Total obligations 


Budget authorizations, expenditures and balances 
{Balances for June 30, 1955, have not been certified under sec. 1311, 68 Stat. 800) 


1955 actual 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Apowoeristion 
pplied to contract authorization 
Eieee brought forward: 
Unobligated: 
A , ; , 
Contract authorisation. .....................-....<- ie 36, 954, 164 | 31, 283, 906 | 21, 000, 000 
Obligated: | 
Appropriated 1,145,770 | 11,307,787 | 12, 523, 881 
Contract authorization 46, 045, 836 17, 716, 094 | Ss aileh tony 





Total budget authorizations available_............-- 84,145,770 | 60,307, 787 | 40, 307, 787 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current appropriations to liquidate prior-year | 
contract authorizations 23, 796, 781 
Out of pridr autmerisations....<...........50..5.......... -| 41, 202 | 


Total expenditures 
Balance carried forward: 
Unobligated: 
I ttl leas. irs tiiatneacieaateledn de 
Contract authorization saunas 
Obligated: 
Appropriated | 11, 307, 787 12, 523, 881 | 9, 523, 881 
Contract authorization_.-.--- [a Ut eee javbadanaee 
Unobligated balance no longer available (expiring for obliga- | 
cidhnndanededdiiuaainwiidnsbnedns bated tumddd nateceaaate epic eantobndteien ‘ A 1, 783, 906 
Unovligated balance rescinded : ; a ae 21, 000, 000 








Total expenditures and balances , 145, 770 | , 307, 787 | 40, 307, 787 
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Mr. Sueprarp. We will pick up the next budget activity reflected 
under tab 15, page +, “Ordnance for new construction, Navy.” 

I would like to ask you for an explanation of the language change 
which you are requesting and which is reflected on page 3 of the jus- 
tification under this tab. 

Admiral Wirnineron. We are recommending that the committee 
dlelete the present new contract authority in the amount of $21 million. 
We understand that the language in the bill prohibits obligations un- 
(ler this appropriation subsequent to June 30, 1957, and outstanding 
obligations are to be liquidated prior te June 30, 1958, and that the 
language proposes the funds will not be available for expenditure un- 
der this appropriation subsequent to that date. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Suerrarp. At this point we will insert page 3 and page 4 in the 
record. 
(The information referred to is as follows :) 


ORDNANCE FOR NEW CONSTRUCTION, NAVY 
EXPLANATION OF LANGUAGE CHANGES 


Public Law 911, Slst Congress, established a limit upon obligations under this 
head in the amount of $356,123,000. Cash has been appropriated annually to 
enable liquidation of obligations made under this contract authority. At the 
end of fiscal year 1956, unfinanced contract authority, totaled $21 million. It has 
been determined that financing of the remaining contract authority is not re- 
quired. Therefore, language under this head proposes a reduction in contract 
authority from $356,125,000 to $335,123,000 and a rescission of contract authority 
in the amount of $21 million. 

All remaining contracts will be authorized in fiscal year 1957 and the proposed 
language prohibits obligations subsequent to June 30, 1957. It is estimated that 
outstanding obligations will be liquidated prior to June 30, 1958,;-and the lan- 
guage proposes that funds will not be available for expenditure under the head 
subsequent to that date. 


Summary of obligations by budget activity 


} 
| Inerease (+) 
Fiseal year | Fiscal year | Fiseal year or de- 

Budget activity 1955 1956 1957 crease (—), 
actual estimate | estimate | difference 

(1957-56) 

| 
|- 


1948 program ._-- £3 ? $7, 751, 222 $2, 300,000 | $3, 516, 094 
1949 program - : 569, 983 200, 000 200, 000 $y 
1950 program . _- $60, 287 300, 000 500, 000 +200, 000 
1951 program - ._ ’ Bs 387, 165 | 700, 000 | 783, , 206 +83, 906 


+$1, 216, 04 


Total obligations - -- 5, 933, 787 3, 500, 000 5, 000, 000 +1, 500, 000 
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Admiral WirntneTon. No new money is required, sir. 

Mr. Srerrarp. Just what advantages do you anticipate getting by 
the suggestion you have made in this change of language ? 

Admiral Wirnuineton. We think the appropriation should be 
closed out, sir, as soon as practicable. 

Mr. WiceGLeswortH. When will that be? 

Admiral Wiruineron. June 30, 1958. 

Mer. Anprews. Admiral, did you start out with a program of $356,- 
123,000 ? 

Admiral Wituineton. Yes, sir. 

Mr. Anprews. And you have spent down to $21 million ? 

Admiral Wirurineron. We anticipate that by June 30, 1955, we 
will have spent down to $21 million; yes, sir. 

Mr. Anprews. And this program will phase out? 

Admiral WirnHineron. Yes, sir. 

Mr. Wiccieswortu. In other words, you are canceling any au- 
thority to,suit new contracts after June 30, 1957? 

Admiral Wirutneton. Yes, sir. 

Mr. Wiceteswortu. That is all, Mr. Chairman. 


STATUS.OF PROGRAMS AND USE OF UNAPPORTIONED FUNDS 


Mr. SuHeprarp. I note that as of December 31, 1955, you had an 
annual program of approximately $30 million for this appropriation 
item, of which only $3.5 million has been apportioned, and against 
which obligations have been incurred in the current fiscal year of 
approximately $677,000. 


Just what is the status of these various programs and how do you 
plan to use the funds which have been appropriated and which are 
not yet apportioned ? 

Mr. Wiuu1aMs. Sir, we have been appropriated $335 million in this 
appropriation, of which there will be an unexpected balance at the 
end of this year, $19 million. We expect to spend $8 million of that 
next year and have remaining in unexpended balance at the close of 
1957 of $11 million. 

All this will be available for liquidation of outstanding obligations. 

Mr. Suepparp. In other words, the obligations are established. . Is 
that correct ? 

Mr. Witiiams. Yes, sir. Here is a statement of that whole appro- 
priation, sir. 


ANALYSIS OF CUMULATIVE OBLIGATIONS AND EXPENDITURES 


As to the balance of the question, we have obligated $677,000 so far 
this year out of the available plan of $3.5 million. We have an un- 
committed balance at the present time of $2,370,000. We expect to 
obligate that this year. 

Mr. Sueprarp. We will insert this table in the record at this point. 
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(The information referred to is as follows :) 


ae 
Analysis of cumulative obligations and erpenditures—ordnance for new 
construction, Navy 
{In thousands] 
OBLIGATIONS 


Wotel authority. 2 ok oo niieientel ed SA Neha Re ELS Anib des $356, 123 
Proposed for rescission 


Revised authority (cash appropriated) 
Cumulative obligation, June 30, 1955 


Unobligated balance, June 30, 1955 
Estimated obligations, fiscal year 1956 


Unobligated balance, June 30, 1956 
Estimated obligations, fiscal year 1957 


Reserve for adjustments in prior year obligations 


EXPENDITURES 
Cash appropriated 
Cumulative expenditures, June 30, 1955 


Unexpended balance, June 30, 1955 
Estimated expenditures, fiscal year 19567 


Unexpended balance, June 30, 1956 
Ostimated expenditures, fiscal year 1957 


Unexpended balance, June 30, 1957 
1 Act of Jan. 31, 1956, $12,149. 


Mr. Suepparp. That is all, gentlemen. 


Thank you very much for your appearance and your response to 
the interrogations. 


Admiral Wrruineton. I am exceedingly grateful for your con- 
sideration, sir. 


(The following tables relative to Civilian Employment were in- 
serted later :) 
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Werpnespay, Marcu 14, 1956. 
MEDICAL CARE, NAVY 


WITNESSES 


BUREAU OF MEDICINE AND SURGERY 


REAR ADM. BARTHOLOMEW M. HOGAN, MC, USN, CHIEF, BUREAU 
OF MEDICINE AND SURGERY 

CAPT. WILLIAM L. ENGELMAN, MC, USN, COMPTROLLER, BUREAU 
OF MEDICINE AND SURGERY 

THOMAS J. HICKEY, DEPUTY COMPTROLLER, BUREAU OF MEDI- 
CINE AND SURGERY 

CAPT. CECIL L. ANDREWS, MC, USN, DIRECTOR, PROFESSIONAL 
DIVISION, BUREAU OF MEDICINE AND SURGERY 


OFFICE OF THE COMPTROLLER 


HON. W. B. FRANKE, ASSISTANT SECRETARY OF THE NAVY FOR 
FINANCIAL MANAGEMENT 
REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 


Program and financing 


| 1955 actual | 1956 estimate | 1957 estimate 


PROGRAM BY ACTIVITIES 


Direct obligations | 


. Maintenance and operation of medical treatment facilities__| $40,597,510 | $40,000,000 | $35, 728, 000 
. Education and training- 2, 995, 539 | 3, 491, 000 | 3, 561, 000 
3. Medical services, supplies, and equipment at other facilities _| 10,113,912 | 10,710,000 | 11, 565, 000 
. Nonrecurring procurement of services, supplies, and equip- 
ment__ j 2, 504, 087 | 2, 989, 000 2, 618, 000 
5. Medical material support_- eecases seen ad 1, 104, 177 1, 141, 000 1, 112, 000 
3. Medical care in nonnaval facilities. : sal 2, 938, 980 | 2, 866, 000 
. Care of the dead wiebsc , : ast 728, 996 | 835, 000 


. Departmental administration. ...._.. ; == 2, 377, 645 2, 506, 000 2, 442, 000 


Total direct obligations _ 63, 360, 846 | | 64, 538, 000 61, » 340, 000 





| 


Reimbursable obligations (volume of obligations for other 
| 
| | 


accounts): 
1. Maintenance and operation of medical treatment 
facilities___._-.-- sae ‘ baad ie | 14, 389, 326 | 13, 746, 000 15, 439, 000 
2. Education and training ae adie : = 240, 000 
4. Nonrecurring procurement of services, teenies: and 
equipment a ps ee tae 64, 000 | 68, 000 
6. Medical care in nonnaval facilities_ _ -_- é 311, 966 | 286, 000 281, 000 


| 14,765,292 | 14, 100, 000 15, 960, | 000 


Total reimbursable obligations _ _- 





Total obligations..._................. a ” 78, 126, 138 | 78, 638, 000 77, 300, 000 
FINANCING 


| 
Comparative transfers from other accounts. -_- --| 2,142,313 | —2, 138,000 |...--.-- . 
Advances and reimbursements from other accounts _..| —12,315, 543 | —11, 375, 000 — 13, 209, 000 
Non-Federal sources (5 U. S. C. 22; 24 U. S. C. 32 and: | —2,449,749 | —2,725,000 | —2,751,000 
Unobligated balance no longer available _____- ; wal 2, 381, 467 | 04, 556 |....- 


Appropriation. .___- F x3 __| 63, 600, 000 62, 494, 556 | 61, 340, 000 
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Obligations by objects 


Object classification | 1955 actual | 1956 estimate | 1957 estimate 


Total number of permanent positions. -_--..........-.-------.-- | 
Kull-time equivalent of all other positions 

Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Grades established by act of Aug. 1, 1947 (U. S. C. 476): 
Average salary 
Ungraded positions: Average salary 


Personal service obligations: 
Permanent positions 7 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates. 


Total personal service obligations 
DIRECT OBLIGATIONS 


01 Personal services 
02 Travel 
03 Transportation of things 
IN ne caunccamneckbbadnwaneees 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other agencies 
08 Supplies and materials 
09 Equipment 
15 Taxes and assessments 


Subtotal 
Deduct charges for subsistence 


Total direct obligations 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS 


01 Personal services 

SD cs dba cinch dna ninnias aidrabdaas et iia aut takialedeibeibaiaas 
03 Transportation of things 

04 Communication services 

05 Rents and utility services__.--- 

06 Printing and reproduction 

07 Other contractual services 

08 Supplies and materials 

09 Equipment. 

15 Taxes and assessments 


Total reimbursable obligations 


Total obligations 


$ ’ 
G8+4.3 
$15, 000 
$3, 453 
$31, 171, ped 
5, 440 


119, 890 
865, 881 


32, 163, 136 


28, 257, 444 
449, 154 
138, 200 
342, 573 

1, 646, 170 
467, 207 

9, 043, 887 
3, 579, 726 
16, 917, 180 
2; 707, 072 
123, 671 


63, 672, 374 


311, 528 


63, 360, 846 


17, 627 


14, 765, 292 | 


78, 126, 138 


8 


seeausce 
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14, 100, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


A peropeiation MR edi p ld. 15 53. dbddndoewsdaddsiseas lar - 
Obligated balance brought forward 


Total budget authorizations available 
EXPENDITURES AND RALANCES 
Expenditures: 


Out of current authorizations 
Out of prior authorizations 


Total expenditures 
Obligated balance transferred to ‘‘Research and develop- 
ment, Navy”’ (68 Stat. 345) 
Balance no longer available: 
—e (expiring for obligation) ....................-. 


5, 901, 814 7,700,000 | 
72, 292,263 | 68, 396,370 


Mr. SHepparp. We have before us Rear Adm. B. W. Hogan, 
Chief, Bureau of Medicine and Surgery. 

Admiral, have you a general statement you wish to present to the 
committee? 

Admiral Hogan. Yes, Mr. Chairman. 

Mr. SHeprparp. You may proceed with your statement and we will 
not interrupt you until you have completed it. 

Admiral Hogan. Thank you very much. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, the Medical Depart- 
ment of the Navy is requesting an appropriation of $61,340,000 for 
fiscal year 1957. In addition, reimbursements, totaling $15,960,000, 
are anticipated, to meet a total requirement in fiscal year 1957 of 
$77,300,000. Comparable total obligations during the current fiscal 
year amount to $78,638,000, resulting in a decrease in 1957 of $1,338,- 
000. Appropriated funds, which amounted to $64,538,000 in 1956, 
are reduced $3,198,000 in fiscal year 1957 to $61,340,000. This 
budget, in common with all previous Navy medical budgets, represents 
our best efforts to provide you with a practical, well-planned program 
directed toward providing the best possible medical and dental care 
in the most efficient manner. 

Funds requested for 1957 are required for— 

1. Maintenance and operation of 25 continental naval hospitals 
having an operating capacity of approximately 15,500 beds, and 3 
overseas naval hospitals with an operating bed capacity of approxi- 
mately 935—a total of 16,435 operating beds. The mission of these 
hospitals is to provide diagnostic, therapeutic, and rehabilitative 
services beyond the scope or capabilities of those Army, Navy, and 
Air Force preventive, diagnostic, and treatment units serving in 
direct support of military personnel. In addition, many of these 
hospitals provide for training of technicians and conduct professional 
intern oan resident training programs; 





758 


2. Maintenance and operation of specialized medical facilities, 
including 2 naval dispensaries, 7 dental clinics, 7 preventive medicine 
units, and the medical. and dental facilities at 17 designated naval 
stations under the management control of CNO; 

3. Medical and dental supplies, equipment, and services to be used 
at approximately 1,000 ship sickbays, and the prorated costs for 
treatment of military personnel and their dependents at medical and 
dental facilities at shore activities not under the management control 
of the Bureau of Medicine and Surgery; 

4. Payment of bills for emergency treatment of naval personnel in 
other governmental or civilian hospitals, and for routine as well as 
emergency treatment of naval personnel in Army and Air Force 
hospitals serving in support of naval facilities in their area; 

5. Payment of costs of transportation and burial of deceased Navy 
and Marine Corps personnel; 

6. Maintenance and operation of 10 technical and professional 
Medical Department schools, whose mission is the training of per- 
sonnel for the staffing and operation of all medical and dental treat- 
ment facilities; 

7. Expenses connected with discharging medical and dental 
responsibilities associated with the Reserve personnel program; 
industrial mobilization; and technical support of the medical-supply 
system; 

8. Staffing and operation of the Bureau of Medicine and Surgery, 
in which such elements of the medical-care program as research, 
preventive medicine, operational medicine, dentistry, nursing, ma- 
teriel standardization, personnel administration, hospitalization, and 
financial management are coordinated into an effective program 
integrated with, and in support of, the operation of the Navy and 
Marine Corps. 

The major fund reduction contemplated in fiscal year 1957 pertains 
to naval hospitals which will be reduced a total of $4,283,000 in 
appropriated funds. There are some offsetting increases in other 
budget activities of which the following are the most notable: 

1. An increase of $855,000 for medical care at Navy activities not 
under the management control of the Bureau of Medicine and Surgery. 
This increase is due primarily to a change in funding responsibility to 
become effective July 1, 1956. Heretofore, this appropriation pro- 
vided technical medical and dental supplies, equipment and services 
for all personnel, both military and civilian. Under the new system 
of funding, this appropriation will finance only costs for military 
personnel and their dependents. These costs, however, will not be 
limited to technical requirements, but will embrace all costs including 
technical, administrative, and maintenance costs. 

2. An increase of $547,000 for care in nonnaval facilities, which is 
due primarily to increases in interservice and interdepartmental hos- 
pitalization reimbursement rates; and 

3. An increase of $66,000 in care of the dead, which is due primarily 
to the additional cost involved in-assuming the financial responsibility 
of the Marine Corps care of the dead program. 

During the coming year, it is the intention of the Navy to continue 
emphasis on those elements of our program which we regard as pri- 
marily responsible for the remarkable decline of 30.75 noneffectives 
per 1,000 personnel 10 years ago, due to medical reasons, to 13.50 
per 1,000 last year, excluding battle casualties. 
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The major elements of our program considered most effective in 
obtaanmg this reduction are— 

1. Our psychiatrie screening and preventive medicine measures 
which have reduced the incidence of many illnesses and in some cases 
injuries ; 

2. Our dispensaries which have, through early diagnosis and effec- 
tive ambulatory treatment, reduced the number of patients requiring 
hospitalization ; 

3. Our hospitals which have, through the high level of proficiency 
attained by our medieal officers in diagnosis, therapy, and patient 
management, shortened the length of hospital stay. 

The benefits of research are evident m all three elements. We 
believe that only an unforeseen epidemic or an inability on our part 
to maintain, an adequately supported and properly qualified profes- 
sional and teclinical staff at all levels can cause ‘stoppage or reversal 
of our progress toward a still higher rate of physical and mental 
effectiveness in naval personnel. 

During the fiscal year 1955 the cost per patient-day in naval 
hospitals was $15.48. This figure imcludes not only the support 
provided by this budget but the pay and allowances of all military 
personnel ineluding doctors, nurses, and corpsmen. This cost com- 
pares most favorably and is in fact lower than that for similar medical 
care: in other governmental or private hospitals. We believe that 
the Medical Department of the Navy is using’ the funds provided by 
this committee with the highest efficiency and economy. 

The details of what we are going to do: and how much it will cost 
are presented in the justification sheets before the committee. 

Attached to this statement are a series of five charts which we feel 
will assist the committee in obtaining a better understanding of our 
requirements. With your permission, I would like to say a few words 
concerning each chart. 

Chart No. 1 shows our total requirements (including reimburse- 
ments) by budget activity. The major portion of our total require- 
ment is for activity 1, which is for hospitals and-specialized medical 
facilities, amounting to 66.2 percent. This requirement, together 
with activity 3, which provides for infirmaries and dispensaries at 
nonmanagement activities and aboard ships; and activity 6, which 
is for care in nonnaval medical treatment facilities such as the Army 
and Air Force, accounts for 86. percent.of our total needs. The re- 
maining 14 percent covers such programs as education and training; 
nonrecurring procurement; medical material support; care of the 
dead; and departmental administration. 

Chart No. 2 shows our estimated obligations per patient-day in 
naval hospitals during 1957, by major categories of expense. Civilian 
personal services will account for approximately 57 percent of our 
obligations; subsistence almost 18 percent; medical stores 8 percent; 
and maintenance and operation almost 18 percent. 

Chart No. 3 reflects our actual costs per patient-day during fiscal 
year 1955. Since this chart includes all military pay, which is not 
financed by the appropriation “medical care, Navy,” it is not en- 
tirely comparable with our budget. As you will observe, we have 
shown at the bottom of the chart, the cost per patient-day in private 
hospitals. These costs, however, in private hospitals do not include 
professional fees for doctors and nurses, which are included in the 
cost per patient-day in naval hospitals. 
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Chart No. 4 reflects our estimated patient load in 1957. Approxi- 
mately 71 percent of our patients will be active duty Navy and Marine 
Corps personnel; the remaining 29 percent of our patients will be 
supernumeraries, of which 14 percent will be dependents of military 
personnel. 

Chart No. 5 shows our planned staffing in naval hospitals by per- 
sonnel categories of which 55 percent will be military, and the re- 
maining 45 percent civilian personnel. 


CHANGE IN FUNDING RESPONSIBILITY OF MEDICAL CARE 


Mr. SHEepparD. On page 3 of your statement you refer to a change 
in the funding responsibility of medical care. Specifically how does 
this differ from previous years and in what respects is it different from 
the plan as set forth in a letter from Secretary Franke to Congressman 
Cannon under date of June 8, 1955? 

Admiral Hoean. I will ask Captain Engelman to answer that ques- 
tion, Mr. Chairman. 

Mr. SHEPPARD. Very well. You may call on any of your staff to 
respond that you see fit to. 

Captain Encretman. The funding program for medical costs in 
Bureau of Medicine and Surgery nonmanaged activities in the Navy 
is based on a decision reached by the Secretary of the Navy and, as 
I understand it, in conference with this committee and agreement of 
this committee, that those costs, whether they be for civilian personnel, 
doctors, or medical supplies, and all other expenses that are related 
to the care of military personnel and their dependents would be billed 
to the Bureau of Medicine and Surgery; and that those costs, including 
personal services and medical stores, all costs that are related to the 
Senahanetes for civilian employees, would be borne by the management 

ureau. 

It is my understanding that that is the funding pattern which was 
decided upon and is in agreement with the committee’s request of 
last year. 

Mr. SHepPparpD. Under the new concept how do you propose to 
handle the establishments operated under the industrial fund? 

Captain ENGELMAN. In exactly the same manner that I have just 
described. The industrial fund will pick up the initial funding for all 
costs and then they will bill the Bureau of Medicine and Surgery for 
that prorated portion of those costs which are involved in the care of 
military personnel and their dependents. 

Mr. SHEPPARD. How will medical care for civilians be handled? 

Captain ENGELMAN. Medical care for civilians will be handled by 
the medical departments of the activities concerned. The financial 
support of that care will be picked up by the management bureau, 
however, which runs the shipyard or the air station which is involved. 

Mr. SuHepparp. Do you figure that the operation which we are 
presently discussing will lend itself to a more clarified and more 
efficient operation, to wit, better identification of cost factors involved, 
and so forth? 

Captain EnexeLman. I believe that we have to plan that it will. 
It is our hope that it will. We have not quite had enough experience 
with it to know that it will. It is my understanding that that is 
how we will try to see this operate, that we will be able to do what you 
inquire about. 
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Mr. SHepparp. What particular program do you have in your mind 
under the change wherein you can give us complete accounts of both 
the military and civilian charges? You must have some approach 
to that which will be identifiable to the degree that you can make a 
proper and adequate presentation to the committee. How will you 
accomplish that? 

Captain EnereLtman. The thinking is that each Bureau will, for the 
activities under its management control, require those activities to 
submit budgetary and personnel requirements for the total medical care 
workload at their activities, and indicate in that submission the 
breakdown as to how much of it will be prorated to civilian care, which 
the management bureau will pick up, and how much will be prorated 
to Bureau of Medicine and Surgery. It would be prorated on the cost 
per treatment. 

Mr. SHEPPARD. It has been suggested by people who are pretty 
well versed in accountancy that this may present some accounting 
difficulties in order to have the clarifications pulled out for presenta- 
tion purposes. You are in a better position to judge that than I am 
at the moment. 

Off the record. 

(Discussion held off the record.) 

Mr. SHepparp. We are hopeful that the changeover will bring 
forth all of the clarification that it should. 

Of course, we have sitting with us Secretary Franke, for whom we 
have a great deal of admiration and respect. He has taken this com- 
mittee by the financial arm and led us out of the realm of the unknown 
factors on several occasions. 

Have you any comments you wish to make on this activity? 

Mr. Franke. This is only one attempt of many to get the opera- 
tion of industrial funds in a position where we can readily review the 
costs of the funds. 

Mr. SHepparp. I notice reflected on chart 1, Admiral, that your 
departmental administration, reflects 3.2 percent as it would apply 
to your total expenditure under the budget. ‘That appears to me to 
be a very reasonable administrative cost in handling the volume of 
work that you have and which you contemplate. I want to compli- 
ment you accordingly. 

Admiral Hocan. Thank you, sir. 

Mr. AnpreEws. I think the admiral has made one of the clearest 
statements that I have heard since I have been on this committee. 


REDUCTION OF FUNDS FOR NAVAL HOSPITALS 


You are asking for $4,283,000 less in appropriated funds for your 
naval hospitals. Is that correct, Admiral? That is shown on page 3? 

Admiral Hogan. Yes, sir. That is somewhat offset by an increase 
in the paragraph below. 

Mr. AnpDrREws. But this is a reduction in the amount appropriated 
for this program. Do you have to reduce your services in any way? 
Do you have to close any beds or close any hospitals? 

Captain Encetman. From the budgetary planning standpoint it 
will not require closing of beds. It is planned that we will render full 
support to patient care as such in our hospitals, that every requirement 
for direct care of the patient will be met. 
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REDUCTION FOR NONPATIENT FUNCTIONS 


The reductions will be obtained by reducing emphasis on nonpatient 
care functions in our hospitals. 

Mr. ANpDREws. What do you mean by nonpatient functions? 

Captain ENGEeLMAN. All hospital functions are patient care func- 
tions in that they are right in the hospital, but I am referring to 
those that are not direct patient care functions, such as the guards 
at the gate. 

Admiral Hocan. Additional examples are maintenance, security, 
ae eee functions, such as accounting, recordkeeping, and 
the like. 

Of course, this may have some effect on the hospitalization rate 
due to the increase in length of patient stay. 

Mr. Anprews. Is that reduction of $4 million plus which you 
mention on page 3 of your statement taken from function 1 on page 1 
of your chart? 

Admiral Hoean. Yes, sir. 


DEPARTMENTAL AND BUDGET BUREAU REDUCTIONS 


Mr. AnpREws. So you have for the activity of maintenance and 
operation of medical treatment facilities $51,167,000 for fiscal 1957. 
Is that correct? 

Admiral Hocan. Yes, sir. 

Mr. AnpreEws. Is that a reduction of $4,283,000 from the 1956 
appropriation for that particular activity? 

Captain EnceLtman. That is right. 

Mr. AnprREws. Who suggested that reduction, your department 
or the Bureau of the Budget? 

Admiral Hoaan. I think, Mr. Andrews, it is the result of a policy 
by which we will operate our hospitals with fewer civilian personnel 
assigned to the Bureau of Medicine and Surgery. The main reduc- 
tion will come in the loss of the number of civilian personnel with 
which we operated during 1956. 

Mr. AnpREws. What did you request from the Bureau of the 
Budget for this activity No. 1? 

Captain Encetman. Approximately $5 million more, sir. 

Mr. ANpREews. You answer was about 5 million more than the 
$51,167,000? 

Captain ENGELMAN. Yes, sir. 

Mr. AnpreEws. Your total request before the committee is for 
$77,300,000? 

Admiral Hocan. That is for all activities and includes reimburse- 
ments. 

Mr. AnDrReEws. -Which is shown to be $15,960,000, and the new 
money you are asking is $61,340,000? 

Admiral Hogan. Yes, sir. 

Mr. ANpREws. Making a total of $77,300,000. What was your 
request to the Bureau of the Budget for the entire program? 

aptain EnceiMan. The request that got to the Bureau of the 
Budget, I believe would have to be stated as the amount shown here. 
Mr. ANDREWS. $77,300,000? 
Captain Enceitman. As I recall it, that is right. 
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Mr. Anprews. Did you make a request that was greater or less 
than that to the Secretary of Defense or the Secretary of the Navy? 

Captain ENGELMAN. Yes, sir. 

Mr. AnprEws. Do you know what that figure was? 

Captain Enceiman. The original figure was $86 million. 

Mr. AnpreEws. Your original request to the Department of the 
Navy was $86 million and after your request went through the Depart- 
ment of the Navy and the Defense Department and Budget Bureau 
it comes to this committee for $77,300,000? 

Captain EnceLmMan. That is right, sir. 


MARINE CORPS CARE OF THE DEAD PROGRAM 


Mr. AnpDREws. Admiral, you mentioned the Marine Corps care of 
the dead program. Would you tell us what that is, please? 

Admiral Hogan. Prior to this fiscal year, Mr. Andrews, the Marine 
Corps budgeted for certain expenses incurred in transportation and 
burial of their personnel dying on active duty. By mutual arrange- 
ments with the Marine Corps, the Bureau of Medicine and Surgery 
is assuming that obligation which will amount to $125,000. The in- 
crease of $66,000 that we are asking in this budget activity is a net 
increase that is due primarily to assuming that financial responsibility 
for the expense of encasement, transportation, and burial of the Marine 
Corps dead that was formerly in the Marine Corps budget. 


CONTINENTAL NAVAL HOSPITALS 


Mr. ANDREws. You stated you have 25 continental naval hospitals 
with a total operating capacity of 15,500 beds. What is your percent- 
age of occupancy or what has been your percentage of occupancy? 

Admiral Hocan. We are now running about 13,700 patients in our 
hospitals which would be over 80 percent occupancy. In February 
this year we had 13,631 total patients in our hospitals. 

Mr. ANDREWS. Percentagewise what is this, roughly? 

Admiral Hogan. Approximately. 80 percent, sir, 


OVERSEAS HOSPITALS 


Mr. Anprews. You have 3 overseas naval hospitals with an operat- 
ing bed capacity of approximately 935. What is the occupancy of 
your overseas hospital beds? 

Admiral Hogan. I will have to check that, Mr. Andrews. Ido 
not have it handy. The figure of 13,631 in the month of February 
refers to all our hoepitels, both overseas and continental. 

Mr. AnpREws. Then, counting your overseas beds and your conti- 
nental beds you have a total capacity of 16,435? 

Admiral Hogan. Yes, sir. 

Mr. AnpDREws. You had, in February, approximately 80 pabaent 
occupancy of the 16,435 beds? 

Admiral Hogan. Yes, sir. 

Mr. Wiacueswortu. I join with Mr. Andrews, Mr. Chairman, in 
appreciation of the admiral’s statement.. I think it is a very helpful 
one. I have just a few questions. 
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REDUCTION IN APPROPRIATED FUNDS 


Admiral, on page 1 of your statement you say, and I quote: 


Appropriated funds which amounted to $64,538,000 in 1956 are reduced 
$3,198,000 in fiscal year 1957 to $61,340,000. 

Unless I am mistaken that word “appropriated” ought to read 
“obligated.” In other words, if I understand the picture, the appro- 
priation for the current fiscal year was $62,494,556, whereas the obli- 
gations for the current fiscal year are estimated at $64,538,000. 

Mr. Hickey. That includes reimbursement, the obligation figure. 

Mr. WicGLeswortH. My question is whether or not my statement 
is a correct one. 

Mr. Hickey. Our total obligations 

Mr. WiacLeswortH. Read the question back, please, Mr. Reporter. 

question read by reporter as above recorded.) 

Mr. Wice.eswortu. Is that correct? 

Mr. Hickey. The $64,538,000. 

Mr. WiacLieswortH. Can you not answer the question? 

Mr. Hickey. It is correct. 

Mr. WiGcGLeswortH. Now, if you desire to explain it—— 

Mr. Hickey. The $64,538,000 reflects the funds appropriated by 
this committee plus comparative transfers into the appropriation in 
1956. 

Mr. WicGcLesworrs. In other words, if we are speaking in terms 
of appropriation the reduction would be from $62,494,556 to $61,- 
340,000? 

Mr. Hickey. Yes, sir. 

Mr. WicGcLeswortn. Or a reduction of $1,154,556? 

Mr. Hickey. In terms of appropriation, yes, sir. 


INCREASE FOR RATES FOR CARE IN NONNAVAL FACILITIES 


Mr. WiceieswortH. Now, on page 4 of your statement, Admiral, 
you refer to an increase of $547,000 for care in nonnaval facilities, 
due primarily to increases in interservice and interdepartmental hos- 
pitalization reimbursement rates. 

Admiral Hoaan. Yes, sir. 

Mr. WicGLeswortH. What is the reason for the increase in those 
rates? 

Admiral Hocan. The cost to us of our Navy patients in the Army 
and Air Force hospitals will rise this coming year from $8 to $10 
per day. 

Mr. Wiaeteswortu. Why? 

Admiral Hocan. These figures for interservice hospitalization are 
set by the Secretary of Defense, Mr. Wigglesworth. The interde- 
partmental hospitalization rate, the reimbursement for our people in 
Public Health hospitals and Veterans’ Administration hospitals which 
is set by the Bureau of the Budget will rise from $17.50 to $19.25. 

Mr. WiccieswortH. You do not know the explanation? 

Captain Encrextman. As I understand it, sir, the explanation is that 
the Bureau of the Budget, in going.over the cost figures for all Federal 
hospitals, arrives at the average cost that each should be able to 
recover from the other if there is an exchange of patients. 
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Mr. Wiec.Lesworts. I understand that, but my question is directed 
to why the increase that the Admiral has referred to. Is it an increase 
in food eosts or an increase in services? What brings about the 
increase that is reflected here? 

Captain Encetman. I understand from conversations with the 
people in the Bureau of the Budget who do this sort of work that the 
facts indicate that the increase, to a large extent, is due to an increase 
in civilian pay. 

Mr. Wieeieswortu. The first increase which you have given us, 
Admiral, represents an increase from $8 to $10, or 25 percent. It is 
difficult to see how any increase in pay could justify such an increase 
as that. Has your own—— 

Admiral Hogan. I can get for the record a statement from Office 
of the Secretary of Defense and the Bureau of the Budget asking 
them to supply their reasoning. 

Mr. WiaGLEeswortu. This is a half-million dollars, and I would 
like to have some explanation, if you can furnish it, for the record if 
you have got it here. 

(The following statement on the interdepartmental rate has been 
provided by the Bureau of the Budget:) 


EXPLANATION OF DIFFERENCES BETWEEN FiscaLt YEAR 1956 AND FiscaL YEAR 
1957 INTERDEPARTMENTAL REIMBURSEMENT RaTE FOR CARE OF GENERAL 
PATIENTS 


Federal medical agencies have, for many years, furnished cross hospitalization 
for each others patients. Because it would be very expensive to maintain elabo- 
rate accounting systems to determine the exact cost of care rendered to each 
individual patient and to prepare separate billings in each case, the agencies 
use a@ common reimbursement rate recommended by the Bureau of the Budget. 
These rates are also used in collecting from non-Federal patients who may be 
hospitalized on an emergency basis. In order that the budget estimates can 
be based on the actual rates to be used, the rates are determined approximately 
1 year in advance of the time when they go into effect and thus may lag as much 
as 2 years behind actual operating costs. 

While the Navy budget estimates do not contemplate any increase in the 
hospital per diem operating cost in fiscal year 1957, as compared with fiscal 
year 1956, the interdepartmental rate for fiscal year 1957 is $2.25 higher than 
the original fiscal year 1956 rate of $17. The fiscal year 1957 rate of $19.25 is 
based on the actual average of per diem costs in fiscal year 1955, plus the military 
and civilian pay increase costs enacted in fiscal year 1955. Thus, the $2.25 
increase in the fiscal year 1957 rate over fiscal year 1956 is made up of $1.75 to 
cover the 10 percent average increase in Army, Navy, and Veterans’ Administra- 
tion hospital operating costs between fiscal year 1954 and fiscal year 1955, and 
50 cents for military and civilian pay increases. It is anticipated that fiscal 
year 1956 average per diem costs will also be $19.25 but, due to funds having 
been appropriated on the basis of a $17 rate, the only revision for fiscal year 
1956 has been to increase it to $17.50 to cover pay increase costs. 


(The following statement on the interservice rate has been provided 
by the Office of the Secretary of Defense: ) 

The increase in interservice rate from $8 to $10 per patient-day is based on 
increases in operating costs at hospitals reflected in Department. of Defense.cost 


reports, exclusive of military pay and allowances, for fiscal year 1955 over previous 
years. 


COST PER PATIENT-DAY 


Mr. WieeLeswortsH. Looking at chart No. 3, I notice that you 
estimate your total cost per patient-day in continental hospitals for 
fiscal 1955—and that, as I understand it, includes military pay—at 
$15.48. That is right, is it not? 
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Admiral Hogan. Yes, sir, that is our cost in our naval hospitals. 

Mr. WicGLteswortH. When you were here a year ago you told us 
that the costs during the first 6 months of the fiscal vear 1955, 
including military pay, were $15.93. So you succeeded in getting 
along for the 12-month period on the basis of 45 cents less per patient- 
day than you estimated, on the basis of the first 6 months of the 
fiscal year. Is that due to good management or is there some particular 
explanation for the result? 

Admiral Hoaan. I will see if we have our records on last year’s 
breakdown, Mr. Wigglesworth, and see where it came, whether it 
came in the civilian personnel ceilings or in other fields. 

Captain EnceLMAN. We have been exploring the reasons for it here 
and the only thing we can think of is good management. 

Mr. WiaeiteswortH. That is an estimable quality and one that 
I trust will continue under the able leadership of Admiral Hogan. 

Your overall patient load has fallen off some from last year com- 
pared to next year; is that right? 

Captain Eneriman. It has fallen off some, but not to the degree 
that the declining rate of last year would have indicated it should fall 
off. The hospitalization rate for military personnel now seems to 
have reached a point where it is impossible to continue reducing it. 
Our recent experience indicates we will—— 

Mr. Wieeieswortn. I have in mind the fact that your patient 
load for 1956 was estimated at 13,536 and I note on your chart 4 
that the patient rate for 1957 seems to be estimated at 13,220, which 
is a drop of 316; is that not right? 

Captain Encetman. That is right, sir. 

Mr. Wice.Leswortu. In the final chart you give the total for your 
staff, military and civilian, as 16,031. I note that this compares with 
a 1954 figure of 21,093; with a 1955 figure of 18,993, and with a 1956 
figure of 17,044, showing a pretty steady decrease over the period in 
question. 

Am I correct that the decrease indicated in respect to fiscal 
1957 is largely in respect to maintenance and operations personnel 
and that it is largely responsible for what you refer to as the major 
fund reduction of $4,283,000 on page 3 of your opening statement? 

Admiral Hoaan. Yes, sir. 

Mr. WiceieswortH. That is all, Mr. Chairman, 

Mr. Osrrertaac. Admiral, let me see if I have the figures correct on 
the question of your patient costs. 

According to our record, last year the per patient-day cost for fiscal 
1954 was $14.84; is that correct? 

Captain Encetman. Yes, sir. 

Mr. Ostertac. And for fiscal 1955, as indicated in the statement, 
it is $15.48? 

Captain ENGELMAN. Yes, sir. 

Mr. OstertaG. That is a slight increase in per patient-day cost? 

Captain EncELMAN. Yes, sir. 

Mr. Ostertac. What is your per patient-day cost estimate for 
fiscal 1957 or fiscal 1956? ‘We do not have a figure for fiscal 1956 as 
yet. 

Mr. Hickey. We anticipate that we will experience during 1956 
about the same increase as is anticipated by the Bureau of the Budget 
in the interdepartmental rate of approximately 50 cents a day, and 
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that 50 cents per day increase is attributable to the increased cost of 
personal services, both civilian and military. We also anticipate 
comparable increases to the anticipated increases in the interdepart- 
mental rate in 1957. 

Mr. OstertaG. In other words, the primary reason for the increase 
of approximately 50 cents in cost per day per patient is due to increased 
expense of payrolls or personnel. 

Do you have any figures that would indicate what your costs per 
patient-day are for the first 6 months of the current fiscal year? 

Mr. Hickey. We have figures complete for the first quarter which 
I do not have and we will shortly have them for the first 6 months. 
If I may, I would like to supply those for the record. 

Mr. Ostertaa. If you will. 

(The information referred to is as follows:) 


Cost per patient-day in naval hospitals (includes military pay) first 2 quarters, 
fiscal year 1956 


Dietetic 

Recreation 

Maintenance and operation, buildings and grounds 

Laundry-___.----- bid hea ca Wh LARSEN SO Sls ch ckinde pc ceuthutabesurte 
Transportation 

Furniture, furnishings and equipment 


Ne a eh ee nae 16. 75 


Mr. OstrertaGc. Have you any estimate as to that cost? 
Mr. Hickey. It is an increase over the $15.48 experienced in 1955. 
Mr. Ostertac. What do you figure will be the per patient cost for 


fiscal 1957 on which you base this budget? 

Mr. Hickey. It will be necessary for us to plan that these costs, 
based upon the funds provided in hospitals under this budget, would 
be reduced. 

Mr. OstrertaG. As this budget is presented, Admiral, are you 
seriously handicapped from the standpoint of adequate personnel? 

Admiral Hoean. We can live within the ceiling allotted to us, sir. 
We do cut down on certain areas not directly connected with patient 
care, such areas as maintenance, guards, and administrative personnel. 


DECLINE IN RATE OF NONEFFECTIVES 


Mr. Ostertaa. It is encouraging to note in your statement that 
there has been a remarkable decline over a period of 10 years from 
30.75 to 13.50 noneffectives per thousand in connection with your 
requirements as to care of patients. 

How do you regard that? Is that a general overall picture of the 
effectiveness of your treatment and care and preventive measures that 
it has reduced the percentage Joad? Is that the way you would 
describe it? 

Admiral Hocan. Yes, sir; I may give an example. I visited the 
naval training station at Farragut during 1943. At that time they 
had over 300 cases in bed with acute rheumatic fever with cardiac 
complications following a streptococcus sore throat invasion of the 
area. Today if cases of streptococcus sore throat begin to occur 
at any one of our recruit training stations, we immediately begin a 





773 


preventive program, using penicillin tablets or a new long acting 
penicillin injection. The Navy has pioneered in the development 
and practical use of this type of program which has proven to be 
markedly effective in elimination of the streptococcus from those 
already infected and reduces the incidence of admissions to the sick 
list remarkably. It is estimated that it costs the Government around 
$10,000 for every case of rheumatic fever with complications admitted 
to the sicklist. We have brought that down to a very low level. 
That is one method. 

By the psychiatric screening techniques used in our recruit training 
camps, we discover personnel who as a rule would be admitted to 
hospitals; however, by giving them treatment while undergoing the 
recruit training, we may salvage them for useful service or by admin- 
istrative discharges we separate them from the service at that point. 
These are two examples I speak of. 

The other factors I mentioned are, the higher level of professional 
competence in our medical corps as a result of our training programs. 
Our research programs have helped us, and of course the availability 
of new and better types of medications that have come along through 
the years, the antibiotics particularly. 

Mr. OstertaGc. Do these new developments and conditions which 
tend to reduce your load by virtue of preventive measures and other 
parts of your program, actually reduce costs? 

Admiral Hocan. Yes, sir; they reduce the cost by reducing the 
requirements for hospitalization. They keep more people on duty 
and reduce the number of people being surveyed from the service. 

Mr. Osrerrac. In connection with your budget request, which of 
course shows a slight decrease as compared with previous years, yet 
you do not point out that this budget represents the best effort to 
provide a practical, well-planned program, and as you say, directed 
toward providing the best possible medical care in the most efficient 
manner. 

You would regard, Admiral, that that is exactly what this budget 
does? 

Admiral Hocan. Yes, sir; we will live within the budget and do 
always the very best we can, which I hope will continue to be most 
satisfactory to the Congress and to the naval service. 

Mr. OstrertaG. There is a substantial increase in certain categories. 
I notice in your chart having to do with the breakdown, chart No. 1, 
and under ‘‘Maintenance and operation,’”’ there is a major decrease 
while there is an increase in certain other areas such as medical service 
and education and training and fields of that kind. 

Does that mean the adjustment has been primarily in the field of 
maintenance and operation; is that correct? 

Admiral Hocan. Yes, sir. 

Mr. Ostertac. And what is the major item within the field of 
maintenance and operation that would be effected to the greatest 
degree dollarwise? 

Admiral Hocan. Preventive maintenance of our buildings and 
grounds. 

Mr. OstertaG. You are referring to the physical care of the facili- 
ties and the general maintenance? 

Admiral Hoaan. Yes, sir. 
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Mr. OstertTaG. But so far as the actual cost per patient-day— 
and there is a slight increase in the cost—there also is a slight decrease 
in the estimated number of patients for the next year; is that correct? 

Admiral Hoean. Yes, sir. 

Mr. Ostrertac. Thank you Admiral; that is all, Mr. Chairman. 


INCREASE IN OBLIGATED BALANCES CARRIED FORWARD 


Mr. SHepparp. Admiral, I notice what appears to be a consistent 
increase in the obligated balances you are carrying forward each year. 
For example, entering into fiscal year 1956 the balance was estimated 
to be $5.9 million, increasing to $7.7 million carried forward in fiscal 
year 1957, with an estimate of approximately $9 million to be carried 
forward into fiscal year 1958. What is the reason for the steady 
increase in these balances, especially since there is a slight downward 
trend in your appropriation request for the same years? 

Admiral Hocan. The carryover of unobligated balances from fiscal 
years 1956 and 1957 represents estimates which were developed 
jointly with the Navy Comptroller, the Office of the Secretary of 
Defense and the Bureau of the Budget and represented at that time 
the best knowledge of what the carryovers would amount to. Since 
that time, the rate of expenditures during 1956 indicates that we will 
perhaps not carry over as much into 1957 as was originally antici- 
pated, because of the normal lag of expenditures. Due to that fact, 
it is too early as yet to justify a revision of the estimate; although 
there is an indication we will experience about the same level of carry- 
over as was experienced in 1955. 

Mr. SHepparp. And you consider these present estimates of expend- 
itures as reflected on the green sheets to which I am referring to be 
correct? 

Admiral Hocan. Yes, sir, at this time. 


COMPARATIVE TRANSFERS 


Mr. SuHeprarD. Would you explain to the committee the compara- 
tive transfers reflected on page two of the green sheets? 

Admiral Hocan. Of the $2,138,000 under comparative transfers, 
all but $98,000 represents transfers in connection with the revised 
system of funding medical and dental care facilities not under the 
management control of the Bureau of Medicine; $98,000 represents 
the transfer of funding responsibilities for the distribution of printed 
forms. There is a total of 10 transfers in the estimates. We have 
an exhibit reflecting the comparative transfers that can be inserted 
in the record, if you wish. 

Mr. SHepparp. I wish you would insert it in the record at this point. 

(The matter above referred to is as follows:) 
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Comparative transfers by budget activity 


Fiscal year 
1956 (esti- 
mate) 


Reason and authority for comparative | Related | Budget | Fiscal year 
transfer ; @eccount | project | 1955 (actual) 





(2) (3) (4) (5) (6) 


Transfer of 13 firefighters at naval hos- ad elite —$62, 000 |_- 
pital, Portsmouth, Va. 
CNO letter Op442 F/IZ, serial | 

2581 P44 of July 30, 1954. | 

Transfer of funding responsibility ofthe | SWS&FN__} 1 —$49, 000 
Forms and Publications Supply Of- | 
fice from ‘‘Servicewide operations, 

Navy” to “‘Servicewide supply and | 
finance, Navy’’, and thus canceling 
the requirement for reimbursement to | 
EXOS by benefiting appropriations 
of which MCN is one. | 
NAVCOM PT Instruction 7100.30 | 
dated Sept. 30, 1955. 

3 | Transfer of nontechnical operations at | 

naval station, San Diego, Calif. 

SECNAV Notice 5450, serial 

| 152P21 of Mar. 22, 1954. 

Transfer of nontechnical operations at | 
| naval station, San Diego, Calif. 
SECNAV Notice 5450, serial 
152P21 of Mar. 22, 1954. 

Transfer of transportation of things to | SWS&FN_-- 
cover cost of all Bureau directed 
movement of material. 

NAVCOMPT Notice 7110 of 
Dee. 1, 1955. | 

Transfer of funding responsibility of the | SWS&FN__| 3-- 

Forms and Publications Supply Of- 
fice from ‘Servicewide operations, 
Navy” to “Servicewide supply and 
finanee, Navy,’’ and thus canceling 
the requirement for reimbursement 
to EXOS by benefiting appropria- 
tions of which MCN is one. 

Transfer of responsibility for medical | S&FN-...--- | +379, 000 +379, 000 
care of military personnel and their | | 
dependents at naval shore activities | 
not under the management control of 
BUMED. 

SECNAYV Instruction 7110.2 of 
Sept. 29, 1955. 

Transfer of responsibility for medical 3... se. +99, 000 +99, 000 
care of military personnel and their | 
dependents at naval shore activities | 
not under the management control of | 
BUMED. 

SECNAV Instruction 7110.2 of 
Sept. 29, 1955. 

Transfer of responsibility for medical +27, 000 | 
care of military personnel and their | 
dependents at naval shore activities 
not under the management control of 
BUMED. 

SECNAV Instruction 7110.2 of | 
Sept. 29, 1955. 

Transfer of responsibility for medical | MCT&F-_ 3 +244, 000 | +244, 000 
care of military personnel and their | 
dependents at naval shore activities | 
not under the management control of 
BUMED. 

SECNAYV Instruction 7110.2 of 

Sept. 29, 1955. 

| Transfer of responsibility for medical | SWON_---- Q +27, 000 

care of military personnel and their | | 
dependents at naval shore activities | 
not under the management control of 
BUMED. 

SECNAYV Instruction 7110.2 of 
Sept. 29, 1955. | | 

Transfer of responsibility for medical ion iekcenicaicd +884, 000 +884, 000 
care of military personnel and their | 
dependents at naval shore activities 
not under the management control of 

| BUMED. 

| SECNAV Instruction 7110.2 of 

Sept. 29, 1955. 
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Comparative transfers by budget activity—Continued 


Reason and authority for comparative 


No. 
—_ transfer 


(1) 


13 


(2) 


Transfer of responsibility for medical 
care of military personnel and their 
dependents at naval shore activities 
not under the management control of 
BUMED. 

SECNAV Instruction 7110.2 of 
Sept. 29, 1955. 

14 | Transfer of responsibility for medical 

; care of military personnel and their 

dependents at naval shore activities 

not under the management control of 

BUMED. 

SECNAV Instruction 7110.2 of 
Sept. 29, 1955. 


Related 
account 


(3) 


NPGE 


SWS&FN_. 








Fiscal year 
1956 (esti- 
mate) 


Budget 
project 


Fiscal year 
1955 (actual) 


(5) 


+$491, 000 


(6) 


+$491, 000 


+2, 142, 313 +2, 138, 000 


REPROGRAMING OF FUNDS 


Mr. SHepparp. I notice a substantial amount of reprograming in 
the special report on reprograming submitted to the committee on 


February 16, 1956. 


Please explain the nature and the reason for 


each of those reprogramings set forth in this report. 
Admiral Hogan. I also have a table reflecting the reprograming of 
funds by budget activity that can be inserted in the record, if you so 


desire. 


Mr. SHEPPARD. Yes; suppose you insert that. 
(The matter above referred to is as follows:) 


Reprograming of appropriated funds from July 1—Dec. 31, 1955, medical care, Navy 


Amount 
provided 
by Con- 
gress in 
fiscal year 
1956 


Budget activity 


. Maintenance and opera- |$40, 667, 000 
tion of medical treat- 


ment facilities. 


2. Education and training 3, 435, 000 


. Medical services, sup- 8, 679, 000 
plies, and equipment 


at other facilities. 


. Nonrecurring procure- 
ment of medical sup- 
plies and equipment. 


2, 403, 556 


5. Medical material sup- 
port. 


1, 134, 000 | 


. Medicalcareinnonnaval | 3, 131, 000 


facilities. 








Adjusted 
net pro- 
gram as 
of Jan. 1, 
1956 


$40, 131, 000 


2, 989, 556 


1, 141, 000 


2, 866, 000 


Net dif- 

ference, 

increase 
(+) or de- 
crease (—) 


— $536, 000 





Explanation 


No change of scope or function in this 
activity; transfer of funds due to un- 
budgeted requirements of high pri- 
ority in other budget activities (to 
budget activity 4). 

$36,000 for attendance at civilian 
meetings; $24,000 additional require- 
ments of MEND program (from 
budget activity 3). 

No reduction in scope of this activity; 
transfer of funds due to unbudgeted 
requirements of high priority in 
other budget activities (to budget 
activities 2, 4, 5, and 7). 

$580,000 unbudgeted requirements for 
polio vaccine; $6,000 for miscellaneous 
requirements (from budget activities 
1 and 2). 

$2,000 to cover increased personnel costs 
due to civilian pay raise; $5,000 addi- 
tional requirement for industria 
mobilization (for budget activity 3) 

No change of scope or function in this 
activity; transfer of funds due to un- 
budgeted requirements of high pri- 
ority in other budget activities (to 
budget activities 7 and 8). 
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Reprograming of appropriated funds from July 1-Dec. 31, 1955, medical 
care, Navy—Continued 


Amount y 
Adjusted Net dif- 
provided net pro- ference, 


Budget activity by Con- gram as increase Explanation 


ee. | of Jan. 1, | (+) or de- 
1956 


1956 crease (—) 





7. Care of the dead $835, 000 | +$125,000 | $125,000 to cover unbudgeted require- 
ment for repatriation of Korean dead 
(from budget activity 6). 
8. Departmental adminis- | 2,335,000 | 2,518,000 | +183,000 | $183,000 to pay for increased personnel 
tration. costs resulting from civilian pay raise, 
and minor increases in other mainte- 
nance and operation costs (from 
budget activity 6). 





TRANSFER OF FUNDS FROM MAINTENANCE 


Mr. SHeEpparD. Does this reprograming represent a transfer of 
funds from maintenance to other activities? If so, how many trans- 
fers and what is the amount of each one? 

Captain EnGeLtman. You say from maintenance to other activities? 

Mr. SHepparpD. That is correct. I am addressing myself to main- 
tenance funds only. 

Admiral Hogan. In order to meet such requirements as the classified 
civilian pay increase and the congressional authorization of uniform 
allowances for civilian employees, as well as the purchase of polio- 
myelitis vaccine, it has been necessary to transfer funds from main- 
tenance which would normally be spent at our hospitals and other 
activities. 

I have the transfer of funds taken out of other accounts—— 

Mr. SHEPPARD. I just want maintenance. I am referring specifically 
to the amount taken out of maintenance. I want to know how much 
and the purpose to which it was applied. 

Captain ENcetman. The reprograming from ‘Maintenance and 
operation of medical treatment facilities’ is $536,000 transferred pri- 
marily into budget activity No. 4 for unbudgeted requirements that 
occurred in that activity. The amount of the items showing up there 
was $580,000 for poliomyelitis vaccine which became available for 
use after the previous budget was acted upon. 

Mr. SHepparp. What other deductions have occurred in this 
field? 

Captain ENcetman. In the field of maintenance and operation of 
medical treatment facilities, there were no other reductions. 

There was another reduction in budget activity No. 3, ‘Medical 
services, supplies, and equipment at other facilities.” The reduction 
there was $156,000 with no reduction in the scope of requirements 
for that activity, but a greater requirement for the funds in the 
poliomyelitis program, and with the increased personnel cost due to 
the civilian pay raises. 

Mr. SHepparp. Addressing myself specifically to the $536,000 
deducted from maintenance and applied to the other programs you 
referred to, does that indicate in this year’s budget for the mainte- 
nance requirement you have increased what would be the normal 
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requirement to the extent of $536,000 in order to bring your main- 
tenance up to a comparable premise with what you originally con- 
ceived it to be? 

Mr. Hickey. No, sir. In the current year, in hospitals, our esti- 
mated obligations are $2.07 per patient day for maintenance and 
operation and as compared to $2.48 per day in 1955; in the 1957 
estimate, it is $1.78 per day for maintenance and operation. 

Mr. SHEPPARD. While it was not a large amount that was deducted 
from the maintenance account, is there any detrimental effect emanat- 
ing from the fact you have not performed the maintenance you origi- 
nally intended to do? 

I am not questioning the legitimacy of the transfer; I just want to 
know what happened in that maintenance field. 

Captain EnceLMan. Of course it cannot help but be reflected in 
some reduction of the quality of maintenance in the hospital system 
from which this money was taken. If we had been able to leave the 
money there, there would have been that much more maintenance 
support given to those hospitals. 

Mr. SHEPPARD. Was this deduction made on an arbitrary premise 
within the Bureau of Medicine and Surgery, or were you directed to 
make the deduction by a higher echelon? 

Captain ENGELMAN. It was an agreed upon area. In order to 
support the poliomyelitis requirement, it was agreed that this area 
of maintenance in the hospital system was the area that should be 
reduced. 

Mr. SHepparD. In other words, you are telling me there were no 
other funds susceptible of being taken? 

Captain Ence_man. That is right. 

Mr. Suepparp. Gentlemen, I am going to tell you very frankly 
that you are going to have to put more effort into your maintenance 
account; because, from such surveys and observations as I have been 
able to make in the various stations throughout the country, your 
maintenance is getting behind. That means you are reaching the 
point of diminishing returns on some of this maintenance. While I 
admit you may have had good reason for doing it in order to get into 
a program for which no estimate was forecast, very frankly I do not 
like to see this maintenance drawn upon, because it is very likely you 
will need it over the long haul. I hope, if you find emergency transfers 
are needed in the future, that you will impress upon those other 
people who may have direction over the funds to carry on the opera- 
tion you have, the suggestion that the funds might be taken from 
some source other than maintenance. 


FUNDING FOR SALARIES OF CIVILIAN PHYSICIANS 


Now in the committee report of last year, the committee stated: 


In the meantime, the committee believes that the civilian physicians should 
be transferred to this appropriation effective with beginning of fiscal 1956. If 
necessary, a reimbursable arrangement can be worked out. If the present pattern 
for medical costs is to obtain, such costs should be budgeted under this heading. 


Would you explain for the record the action taken on this directive 
from the committee? 

Admiral Hoan. The salaries of civilian physicians are not initially 
provided for in this budget. The entire subject of financing medical 
care and activities not under the management control of the Bureau 
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of Medicine and Surgery was reviewed by the Navy Department and 
a new concept of funding has now been established by the Secretary 
and set forth by the Secretary in his instruction No. 7110.2 of Septem- 
ber 29, 1955. Under the new system which will become effective 
July 1,1956 all costs for medical and dental care at those activities are 
initially financed by the management bureau concerned. Thus the 
other bureaus initially finance the employment of civilian physicians 
at those activities. Each management bureau will bill the Bureau of 
Medicine for its pro rata share of the maintenance and operation cost 
applicable to the care of military personnel and their dependents. 
The management bureau itself will defray the balance of the cost 
applicable to the care of civilian personnel. 

Mr. SHEPPARD. What time did that general order become effective 
within the Department? 

Captain EnceLtMAN. It was issued on September 29, 1955. The 
funding procedure prescribed there will become effective this coming 
July 1, 1956. 

Mr. SHEPPARD. Fiscal 1957 is when it will actually become effective? 
Captain ENGELMAN. Yes, sir. Our budget reflects that. 







FUNDING TEST PROGRAM AT QUANTICO 


Mr. SHepparp. As you are doubtless aware, the committee has 
been definitely insisting that the Navy integrate their accounts and 
accounting procedures with the various budget programs. I notice 
from the General Accounting Office report that the Bureau proposed 
to test such system at the Naval Hospital at Quantico, Va., beginning 
with July of last year. 

I wish you would tell the committee what success you have had 
in this test function referred to, together with the plans made to 
inaugurate this system in the entire Bureau and in the different 
bureaus and sundry facilities. 

Admiral Hogan. I would like to ask Mr. Hickey to explain this 
new system that we inaugurated purely as a test program at Quantico 
and found to be most successful. The plan wil be operating in all 
of our hospitals starting July 1, 1956. 

Captain ENGELMAN. The test at the Quantico Hospital, as Dr. 
Hogan said, has proved to be exceptionally successful and we are 
now engaged in extending the accounting phase of this new financial 
management system to other naval hospitals and will have it in opera- 
tion in all hospitals by July 1. 

As developed by the Bureau, the financial management system 
integrates budgeting, accounting, and performance reporting. It is 
anticipated that the budgeting and performance reporting phases of 
this system will be extended to the naval hospitals in the coming 
fiscal year. We are getting into the accounting procedures now 
and will get into the budgeting and performance reporting phases 
next year. 

Our system has been observed in operation by representatives of 
the Army, Air Force, and the Office of the Secretary of Defense, and 
all of the comment that has been received has been most favorable. 

I think it is unnecessary to stress this, but I think the committee 
realizes that the Medical Department of the Navy was one of the 
first to develop a performance type budget, and this new integrated 
accounting system is designed as an extension of this concept into the 
74195—56——50 
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hospital operation. This new system, as I said, provides for the 
integration of allotment and cost accounting and the classification of 
obligations and expenditures on a functional basis. The costs will 
also be related to the work accomplished, so that increases or decreases 
in resources and requirements can be equitably determined as between 
one hospital and another. 

Mr. SHepparD. Then, so far as the general results of the function 
sees in the operational action in the different hospitals, that will 

e more or less reflected in next year’s budget, will it not? I mean 
the results emanating from it? 

Captain Encetman. It may be difficult to compose our budget in 
terms of this new performance reporting system for the 1958 budget. 
We will try, but it may be difficult to do that, because it is only 
starting the 1st of July that the hospitals will be on a performance 
reporting system basis. 

Mr.-SHEPPARD. You start to compose your budget for each fiscal 
year about what month of the year? 

Captain Encetman. In the next 2 or 3 months, we will be starting 
to compose our 1958 budget. 

Mr. SHEPPARD. In the normal concept, then, you won’t have it 
operational to the degree where it will be really evidenced in the 
budget for next year, but in the following budget we will definitely 
see the results? 

Captain Encetman. We think so, yes. 


JUSTIFICATION OF THE ESTIMATES 


Mr. SHEPPARD. We will insert pages 2 through 6 of the justifications 
in the record at this point. 
(The matter above referred to is as follows:) 


Appropriation introduction 





Fiscal year Fiscal year Fiscal year 
1955 1956 1957 


Appropriation or estimate - -- .------ hinetene odie $63, 600,000 | $62, 494, 556 
Net adjustments —239, 154 +2, 043, 444 





Total obligations. payable from appropriated funds. ---- .| 63, 360, 846 64, 538, 000 61, 340, 000 


The following significant items were among those used in the development of 
this estimate: 

(1) Maintenance and operation of 1 medical center, 25 continental naval hospi- 
tals and 3 overseas naval hospitals in full operating status, 10 class A medical 
department schools, 2 naval dispensaries, 17 naval station dispensaries, 7 dental 
clinics, and 7 preventive medicine units. 

(2) An estimated average ern load of 13,220 in naval hospitals consisting 
of 9,363 Navy and Marine Corps patients, 787 Army and Air Force patients, 
1,900 dependent patients and 1,170 supernumerary patients. 

(3) Ration rate in naval hospitals, $1.05 per day; $0.16 additional for tubercu- 
lars; $0.07 additional for overseas. 

(4) Sold meal rate $1.60 per ration (3 meals); mandatory payroll checkage 
for civilian foodhandlers and other civilian personnel on mandatory payroll 
checkage, $1.50 per ration. 

(5) Hospitalization rates per diem: interdepartmental (continental), $19.25; 
interdepartmental (overseas), $5; interservice, $10; dependents of military, $1.75; 
military patients in Veterans’ Administration neuropsychiatric hospitals, $9.50; 
Canal Zone Government medical tariff rate, $22. 
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(6) Provision has been made for medical care of military personnel and their 
dependents at naval shore activities not under the management control of the 
Bureau of Medicine and Surgery. 

(7) Estimated number of graduates in medical department schools, 8,172. 

(8) An average naval patient load of 744 in nonnaval hospitals. 

(9) An estimated 1,562 noncombat deaths. 


Summary of obligations by budget activity 


STF IT TERT TTT TT 
Increase (+) 

or decrease 
tiert j 1956 esti- | 1957 esti- | (—), differ- | Justifica. 

Budget activity 1955 actual mate mate ence 1957 | tion page 
compared 
with 1956 





Maintenance and operation of 

medical treatment facilities $40, 597, 510 |$40, 000, 000 |$35, 728,000 | —$4, 272, 000 
Education and training 2, 995, 539 | 3,491,000 | 3,561, 000 +70, 000 
Medical services, supplies and 

equipment at other facilities -- ---- 10, 113, 912 | 10,710,000 | 11, 565, 000 +855, 000 
Nonrecurring procurement of serv- 

ices, supplies and equipment 2, 504,087 | 2,989,000 | 2,618, 000 —371, 000 
Medical material support 1,104,177 | 1,141,000 | 1,112,000 — 29, 000 
Medical care in nonnaval facilities - 2, 938,980 | 2,866,000 | 3, 413, 000 +547, 000 | 
Care of the dead - 728, 996 835, 000 | 901, 000 +66, 000 
Departmental administration _. - - - 2, 377,645 | 2,506,000 | 2,442,000 —64, 000 | 


| 


-|— —— —— — —| 
Total obligations payable | 
from appropriated funds_.__|! 63,360,846 |2 64,538,000 | 61, 340, 000 | —3, 198, 000 

















1 Includes net comparative transfer of +$2,142,313. 
2 Includes net comparative transfer of +$2,138,000. 


COMPARISON BETWEEN FISCAL YEAR 1956 AND FISCAL YEAR 1957 BUDGET ESTIMATES 


1. The ‘‘Medical care, Navy’”’ budget is for the most, part a ‘“‘strength’’ budget 


varying iff requirements in direct proportion to increases and decreases in nava 
strength but offset to the degree consistent with changes in plans and policies 
of the Secretary of the Navy, Chief of Naval Operations, and the Commandant 
of the Marine Corps. Further, this budget is essentially on a “consumption” 
basis. With the exception of some of the items included in budget activity 4, 
“Nonrecurring procurement,” all funds are directed toward meeting current 
operating requirements. 

2. The decrease of $4,272,000 in appropriated funds in budget activity 1 is 
attributable to the reduction in civilian personnel; an anticipated decline in the 
price level of medical stores, a reduction in maintenance funds and an increase 
in reimbursements for services rendered. 

3. In budget activity 2, a net increase of $70,000 is estimated for fiscal year 
1957. An increase of $248,000 is reflected in the following items: (1) Nurses 
training, program. of WAVES, (2) attendance at civilian professional meeting 
and post graduate courses, (3) television training program and (4) military 
education for national defense (MEND) program. This increase is offset by a 
decrease of $178,000 for training films and maintenance and operation of medical 
department schools. 

4. The increased requirements of $855,000 in budget activity 3 include funds 
for revised funding procedures; increased costs for influenza vaccine and benza- 
thine penicillin; and additional support of MAAG activities and Expedition 
Deepfreeze. 

5. A decreased requirement of $371,000 in fiscal year 1957 is presented in 
budget activity 4, ‘““Nonrecurring procurement of services, supplies, and equip- 
ment.’’ No comparison is made with fiscal year 1956 since the requirements, as 
indicated by the budget activity title, are not comparable. 

6. A net decrease amounting to $29,000 in budget activity 5 includes a decrease 
of $33,000 for the Navy share of operating costs of the Armed Services Medical 
Procurement Agency and the costs of cataloging industrial production equipment; 
an increase of $4,000 is required for the Navy share of industrial mobilization and 
procurement planning. 

7. The increase of $547,000 in budget activity 6 is due primarily to changes in 
interservice and interdepartmental hospitalization reimbursement rates. 
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8. The increase in activity 7, ‘‘Care of the dead’ is due to the additional costs 
involved in assuming the financial responsibility of the Marine Corps care of the 
dead program. 

9. A decrease of $64,000 in activity 8 is due to a reduction of 15 civilian man- 
years. 


APPROPRIATION REQUEST 


Mr. WicGLesworta. I understand in terms of appropriation you 
are asking for about $61,340,000 compared with $62,494,000 for the 
current fiscal year, a decrease of about $1,100,000; but that taking 
everything into account you expect to have an availability of $69,- 
040,000 compared with $68,396,000—a slight increase. You contem- 
plate spending $60 million, which is identically the same sum as you 
expect to spend in the current fiscal year. 

Captain EnceLMAN. The matter of estimating the dollars actually 
expended is not as easy for us as is the matter—— 

Mr. WicGLEswortH. But is my statement correct? 

Captain ENGELMAN. Yes, sir; your statement is correct. 

Mr. WiaGLeswortH. Now proceed, please. 

Captain EncELMaN. It is not easy to forecast how much of the obli- 
gations will have been paid off in any given year, because of the lag 
in the time of receiving bills, and so forth. So that actually we are, 
for the sake of simplicity, if nothing else, forecasting the expenditures 
for 1957 at the same rate as we forecast for 1956, that is, $60 million 
actually expended during the year. 

As we have indicated before, we hope to be able to improve on both 
of those figures, so that our expenditures will be more nearly equal to 
our obligations, and this lag in time between actually paying the 
money out and entering into the obligation will be decreased. 

Mr. WiccLeswortH. Why, in general terms, do you have a carried- 
forward obligated balance of roughly one-sixth of your expenditures? 

Captain Enceiman. The lag in paying bills as compared to the 
entering into of the obligation. 

Mr. WiceLesworrtH. But what is the reason for that? You do not 
have any long lead items, do you? 

Captain Encetman. No. Actually our appropriation does not 
have very many long lead items. One obvious area is in respect to 
civilian payrolls which are obligated perhaps 2 weeks in advance of 
when they are paid; but that would not account for this total lag. 

Mr. WiacLteswortuH. No; it would not account for the 2 months’ 
lag. 

Captain ENGeLMAN. No, sir. The other thing is that quite a bit 
of money is required to pay civilian hospitals and civilian doctors for 
services they render military personnel on leave, who become sick or 
who are injured. Those bills do not come in for some time, even into 
the next fiscal year. There is at least 2 or 3 months’ lag on the most 
of those. 

As I say, the amount of carryover as demonstrated here, is deter- 
mined almost entirely by what we estimate we are going to expend, 
and where we underestimate what we are going to expend then the 
carryover becomes larger. 

Mr. WiccLeswortu. Your estimate for carryover into 1958 is just 
about 50 percent bigger than you actually had 2 years ago. 

Captain EnGELMAN. Yes, sir. And that is the result of having 
arrived by negotiation and agreement between ourselves, the Navy 
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Department, the Department of Defense, and the Bureau of the 
Budget, that our planned figure for expenditure would be set at $60 
million. Therefore the rest of the obligations have to show up as a 
carryover. 

As I say, those are planned figures only. We sincerely hope we 
won’t end up by carrying that much obligations forward. 

Mr. WieeLeswortu. That is ali, Mr. Chairman. 


MAINTENANCE AND OPERATION OF MepicaL TREATMENT FACILITIES 


Budget activity No. 1—Maintenance and operation of medical treatment facilities 


| 
| | Increase (+) 


| or de- 
| | | crease (—), 
Project 1955 actual | 1956 estimate | 1957 estimate| difference 
| 1957 com- 
pared with 
| | 1956 


1A | Medical care in naval hospitals $39, 015, 358 $38, 387, 000° | — $34,104,000 | —$4, 283,000 
1B | Specialized medical facilities owes] , 543, 839 1, 556, 000 | 1, 567, 000 +11, 000 
1C | Transportation of things ; 38, 313 | 57, 000 | 57, 000 
Total obligations payable from 
appropriated funds | 140,597,510 | 2 40,000, 000 35, 728, 000 —4, 272, 900 
| 


Includes net comparative transfers of —$44, 687. 
? Includes net comparative transfers of —$49,000. 


Mr. SHEPPARD. We will turn to budget activity No. 1, ‘“Mainte- 
nance and operation of medical treatment facilities.” 

This table reflects an actual appropriation for 1955 of $40,597,510; 
an estimate for 1956 of $40 million even, and in 1957 it is estimated as 
bemg $35,728,000. And over in the differential comparative column 
the pluses and minuses reflect a decrease of $4,272,000. 

I wish you would explain the changes in those respective programs 
as reflected here in the justifications. 


REDUCTION FOR MAINTENANCE AND ADMINISTRATION 


Captain EneeLman. The reduction, as indicated before, primarily 
is due to a reduction in our planned support of maintenance and 
administration in all of our hospital system, through a reduction in 
available personnel and funds allowed for other maintenance purposes. 

Mr. SHepparp. And that covers the deduction of $4,272,000 in its 
completeness? 

Captain ENGELMAN. Yes, sir. 

Mr. SHepparp. How much reduction are you taking out of mainte- 
nance, again? 

Mr. Hickey. We are reducing from $12 million in 1955, actual, to 
$9,877,000 in 1956, and $8,585,000 in 1957. 

Mr. SuHEpparD. In this connection, I notice a sharp decrease in 
maintenance personnel from 2,481 to 1956 to 948 in 1957. Why? 

Admiral Hocan. That is a clerical error, Mr. Chairman. 

Captain Enceitman. The military and civilian personnel engaged in 
administrative and maintenance functions as shown in the pages before 
the committee are 2,481 in fiscal year 1956 and 948 in fiscal year 1957. 
These figures should be changed to 2,653 in fiscal year 1956 and 1,475 
in fiscal year 1957. 
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I must apologize for these errors. They were a clerical mistake. 

Mr. SHeprparp. Even with that change, that reflects approxi- 
mately a 1,200 deficiency. 

Captain EnGELMAN. Yes, sir. The decrease evidenced in our 1957 
plan is in accordance with the established policy and our plan to pro- 
mote economy and obtain the maximum utilization of civilian em- 
ployees in the areas of administration and maintenance in our 
hospitals. 

Mr. SHepparD. In your original budget, did you ask for this 
reduction? 

Captain EncEetmMan. No, sir. 

Mr. Suepparp. In other ‘words, what is happening here, literally, is 
an adherence to a policy? 

Captain ENGELMAN. We are at least adjusting our plans to that 
which it appears we are going to be able to do. 

Mr. SHEPPARD. What are you going to do about your maintenance 
program? Are you going out in the field of contract to pick up the 
slack, or just what is occurring? 

Captain Encrtman. No, sir. It means that we are planning to 
decrease the emphasis we are putting on maintenance. We cannot 
contract for it. I mean we do not intend to contract for it, because 
we have not put the money in to do that, either. 

Mr. Suepparp. In other words, to be perfectly frank with the 
committee, although the work is necessary, the work is not going to 
be done because it has not been properly budgeted and you do not 
have the money. Is your answer yes or no? I do not want to em- 
barrass you; that is not my intention; but this committee is entitled 
to know what is going on in this budget and what has happened. 

Here over a long period of years we have appropriated funds for 
certain functions in accordance with the presentations made before 
this committee and now we find you are having to transfer funds 
from the maintenance appropriation. Again I say that money was 
necessary and why should it be taken out of maintenance entirely. 
Now we find a further reduction in personnel that is going to affect 
the question of maintenance in your operation of hospitals. At least, 
that is my interpretation of it. So the whole answer to the situation 
very frankly is this: You are operating within the budget allowance 
that you have been permitted to have. Is that right, or is that wrong? 

Captain ENcGELMAN. That is right. 

Mr. SHeprarp. What you are doing here is justifying an adherence 
to policy and not that of your requirement. Is that right, or is 
that wrong? 

Captain ENcetman. The amount we are requesting and pro- 
posing has been concurred in by the Secretary of the Navy as appropri- 
ate to our needs. 

Mr. SHEPPARD. Will this reduction in personnel have to do directly 
with maintenance? 

Captain ENGeLMAN. Civilian personnel will have to be reduced 
about 407 in our hospitals. That is in ‘‘Maintenance and operation.” 

Mr. SHEPPARD. | just want maintenance and not administration. 
Can you give me that figure? If you do not have it available, I 
would like to have it supplied for the record, if you can get it and 
supply it for the record. 





785 


Captain EnGELMAN. Yes, sir. 
(The information referred to is as follows:) 


The decreases for civilian man-years for maintenance in fiscal year 1957 consist 
of two increments. Initially a direct reduction of 326 man-years is planned. 

In addition, it is planned during fiscal year 1957, as set forth in the budget, to 
augment inpatient care staff at naval hospitals by 50 man-years of civilian doctors. 
It is planned that this augmentation will be accomplished by decreasing available 
man-years for administration and maintenance functions. It is estimated that 
this planned augmentation will be achieved by decreasing personnel assigned to 
maintenance. hus, the total planned reduction in civilian maintenance person- 
nel amounts in fiscal year 1957 to 376 man-years. 

It will also be necessary to make further reductions in maintenance, if addi- 
tional civilian nurses or civilian hospital attendants are employed. As the 
budget is now prepared, however, no augmentation in these fields is planned. 


Mr. AnpreEws. I would just like to point out at this place in the 
record that the testimony before us previously was that the original 
request of the Bureau of Medicine and Surgery to the Secretary of the 
Navy, and to the Secretary of Defense, was for $86 million for the 
entire program, and the budget request before us is $77,300,000, so 
that their original request has been cut somewhere along the line 
$8,700,000. 

INCREASE IN PATIENT LOAD 


Mr. SHEPPARD. On page 9 there is a comparative summary of 
patient load by personnel category. I notice from this table that 
you forecast a total increase in patient days, as well as the total in 
the request for supernumerary patients and their dependents. 

Will you explain to the committee how you arrive at this estimate? 

Admiral Hocan. The active-duty Navy and Marine Corps has 


been based on the slight increase in planned military strength. [| 
believe the increase is 5,000. The hospital rate has also gone up 
roughly from 11.56 per thousand last year to 11.58 in the last 12 
months. These factors result in an average of 87 patients more that 
will be occupying beds in our hospitals. 

The increase in the supernumerary patients is based on estimates 
furnished us by the various agencies, the Army, Air Force, and 
Veterans’ Administration, and the total increase in patient load is 
155—68 supernumerary patients and 87 Navy and Marine Corps 
patients. 

Mr. SHepparpD. What was the average patient load during the 
month of February and how did that compare to your average during 
the fiscal year? Has it decreased? 

Admiral Hogan. The average in February total patient load was 
13,631. The latest available average patient load by category in 
naval hospitals is 12,998. 

Captain Encetman. May I explain that? The 12,998 was the 
patient load for January, and the latest one for which we have a 
detailed breakdown as to what type of patients they were—I think 
your question originally had to do with the total patients and how that 
compares with what we plan for as our average load in this year. 

Mr. SHEPPARD. Yes. 

Captain EnceLtman. The average load for February was 13,631. 
If the present trends continue, we will end up the fiscal year with an 
average patient load of 13,137. 





Mr. SHEPPARD. Will you insert in the record the table on page 9 


with an additional column showing the 


1956 average by the various 


categories, as of the most recent reporting date available? 


Admiral Hocan. Yes, sir. 


(The information referred to is as follows:) 


Comparative summary of the patient load by personnel category 





1955 


Category actual 


Average personnel strength served: 
Navy... ; 
Marine Corps 
Officer candidates 


Total average personnel strength served__| 


Hospitalization rate per 1,000 strength... -__----| 


685, 844 | 
216, 859 | 
6, 539 | 


909, 242 | 


| j 
| 1956 average | 
1956 | through = | 
February | 
- 


1957 


estimate estimate 


656, 700 | 
202, 999 | 


5, 972 


657, 344 
201, 539 | 
6, 263 | 
865, 671 | 


658, 464 
204, 976 
7, 256 
865, 146 | 870, 696 
1.56/ 169; | 





Active-duty Navy and Marine Corps patients. | 
Deduct naval patients in nonnaval facilities 


Total naval patients in naval hospitals. - 


10, 481|  ——«:10, 009 
759 | 


Mis . waeRa 
733 | 1 733 | 


9, 386 | 





Add supernumerary patients: 
Army 
Air Force_--- 
Dependents... 
Veterans_ 
Retired _ _- 


| 
476 | 
387 

1, 722 
344 | 
630 | 


a 


Total supernumeraries - --- 


13, 28 18,065 





Total patients in naval hospitals -- 





Total patient days._._- 4,849,390 | 4,781,790 | 4,808,142 | 4,825, 300 





1 Estimate. 


Mr. SHepparD. Do you believe you will meet the 1956 caseload as 
shown in your justifications? 

Admiral Hogan. Yes, sir. 

Mr. SHEPPARD. In this connection, I notice your 1955 actual figures 
are considerably less than estimated to the committee in the justifica- 
tions of last year. 

Admiral Hogan. The average occupied beds in naval hospitals in 
this fiscal year through February were 13,137. We anticipate that 
approximately the same patient load will continue throughout the 
remainder of the fiscal year, which now exceeds our 1956 estimate of 
13,065 by about 70 patients. 


COST PER PATIENT-DAY 


Mr. SuepparD. What is the cost per patient-day in hospitals 
estimated for fiscal year 1957 and how does that compare with the 
actual performance in fiscal 1955 and the present estimate for fiscal 
1956? 

We will insert the table on page 15 of the justifications in the record 
at this point. 

(The matter above referred to is as follows:) 
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Fund requirements and rates per patient day 


1955, actual 1956, estimate | 1957, estimate 


| Obliga- 

Per |_ tional 
day require- | 
ments | |} ments 


| 
| Obliga- 
Per | tional Per tional 


day | require- 


| 
Obliga- | 
| 


day require- 
ments 


} 
' 
Personal services * 86 {$28,448,319 | $6.07 $29, 037.000 5. 74 | $27, 685, 000 
Subsistence 1.70 8, 252, 262 1.79 | 8, 568, 000 nae , 583, 000 
Medical stores .82 | 3,970, 605 .82 | 3,921,000; .80 3, 860, 000 
Maintenance and operation 2.48 | 12,012, 293 2. 07 | 9,877,000 .78 , 585, 000 


Unadjusted gross requirement... -_- ; | 52, 683, 479 10. 75 | 51, 403, 000 10. 09 8, 713, 000 
Deduet: Mandatory payroll checkage_ aster 311, 528 312, 000 312, 000 
Add: | | | 

Cost of additional personnel for care | 
of VA patients_ hile | 1,004, 733 | 942, 000 | | 942, 000 
Uniforms for civilian employees.._- a 100, 000 | 200, 000 





Total obligations. __.............-- 7 53, 376, 684 q Wt "$2, 133, 000 | 49, 543, 000 
Reimbursable. _ _. ‘ iS <0] 14, 361, 326 |........| 13, 746,000 |......._| 15, 439, 000 
Anprompeietes fands........................}-- ..| 39, 015, 358 .....| 38, 387, 000 | ..| 34,104, 000 








Mr. Hickey. Our estimated obligations of patient-day in 1957 are 
$10.09 per day. This compares with our actual obligations in fiscal 
year 1955 of $10.86 per day. And our estimated cost in 1956 is 
$10.75 per day. 

Mr. Sueprarp. While the comedown i is gradual and not too large, 
nevertheless what is that predicated upon? How can you make those 
reductions? Are they made on the basis of the cost of your require- 
ment, or by less personnel? Just what is the factor that enters into 
that? 

Mr. Hickry. We estimate fewer civilian personnel and a reduction 
in funds expended for maintenance. 


UTILIZATION OF PERSONNEL 


_ Mr. SHepparp. At this point we will insert pages 11 and 12 of the 
justifications in the record. 
(The matter above referred to is as follows:) 


Analysis of utilization of personnel 


1955 actual | 1956 estimate | 1957 estimate 





Inpatient care: | 
Full time equivalents (FTE) ------- ae aed 12, 747 | 
Average occupied beds-_--_-_--_----- Wes). aveakseeauies 13, 286 
FTE per 100 occupied beds : 96 
Outpatient care: | 
Full-time equivalents 2, 097 | 
Deny srecage I a alia ial 6, 226 
Work units per FTE__-_-_-- diastessce peasiee 3.0 | 
Dental services: 
Full-time equivalents. --- --- Sones se Sc odiwakadeda 317 
Daily‘average procedures 1, 313 
Procedures per FTE-- ink seal 4.1 | 
EI os blacks hk pikhs homie deka 3, 450 | 
Deduct FTE indigenous personnel 7 536 | 


Total personnel requirements. ------.......-------------------- 18, 075 | 
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Analysis of personnel 


1955 actual | 1956 estimate | 1957 estimate 


Personnel staffing (man-years): 
Mili 


é 3, 051 2, 846 
7, 166 6, 553 


10, 217 9, 399 
2, 544 2, 555 
5, 314 5, 070 
7,858 | 7, 625 

18, 075 17, 024 

$3, 683 $3, 959 

/ 3, 590 3, 732 

Average pay per man-year 3, 620 3, 808 

Personal services funds: 

Graded 


= 9, 368, 621 10, 114, 331 
19, 079, 698 18, 922, 669 





28, 448,319 | 29, 037, 000 | 





SPECIALIZED MEDICAL FACILITIES 


Mr. SHepparp. With reference to item 1B, ‘Specialized medical 
facilities,’ I wish you would insert in the record page 18. 
(The matter above referred to is as follows:) 


Schedule of fund requirements 





1955 actual 1956 estimate 1957 estimate 





| 
| Rate per . Rate per . Rate per . 
man Funds aan Funds on Funds 


Personal services---_- = . 4 $406, 063 $0. 45 $393, 000 $0. 45 $397, 000 
Medical stores _- 4 350, 410 .39 335, 000 . 38 327, 000 
Maintenance and operation. ic - 89 | 815, 366 | . 96 828, 000 .97 


Total obligations.__. | .73 | 1,571,839 | 1, 556, 000 1.80 | 1,567,000 
Reimbursable_-___- ; Bc eR alee 
Appropriated funds-._____--- | , 543, 83 , 556, 1, 567, 000 


Mr. SHepparp. I would like to have a general statement on the 
proposed activities involved in this item. 

Admiral Hoaan. The dispensaries and dental clinics provide. out- 
patient medical and dental care and inpatient care for minor illnesses 
to military and authorized supernumerary personnel. The preventive 
medicine units provide insect-control service, investigation and control 
factors affecting incidence of respiratory and other communicable 
diseases, and administer sanitation and preventive medicine services 
to ships. 

TRANSPORTATION OF THINGS 


Mr. SHeprparD. We will insert the table on page 19 of the justifica- 
tions in the record at this point. 
(The matter above referred to is as follows:) 
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Analysis of fund requirements 


a ee 
1955 actual | 1956 estimate | 1957 estimate 


Inland transportation a $31, 608 $47, 000 $47, 000 
Ey SIE cine saeececacadatanbeadncwameuws 6, 705 10, 000 | 10, 000 


Total obligations..........._.___ <secceeanaal 38,313 | 57,000 | 57, 000 


Mr. SHEPPARD. I see under the item 1C1, ‘Inland transportation,”’ 
the same request in 1957 as in 1956. I presume you are taking your 
experience background for that figure; is that correct? 

Admiral Hogan. That is right. 

Mr. SHepparp. Are there any questions pertaining to budget 
activity No. 1? 


ADEQUACY OF ESTIMATE FOR MAINTENANCE 


Mr. Norre wu. I would like to ask one question. I am not sure 
how you expect to get along on the amount that has been allowed by 
the budget for this activity. Will you explain that a little more? 

Captain ENGELMAN. We expect to provide at the highest level we 
possibly can everything directly related to the care of the patients. 
We are not going to decrease that one bit. We do plan on reducing 
our administrative functions, having fewer people to do the accounting, 
make reports, and we do expect to do less maintenance of our facilities. 

Mr. Norrevu. Do you think you can do that on the amount of 
money allowed? 

Captain ENeeLMAN. Our plans are, within the amount of money 
allowed, to do just as much of all those things as we can. 

Mr. Norrevu. But you would rather have a little more, had you 
not? 

Captain ENGELMAN. I suspect anyone would. 

Mr. Norreuu. Do you need it? 

Captain ENcELMAN. Not to stay within the plan and quality of 
maintenance that we expect to give and that has been approved by the 
Secretary of the Navy; no, sir, we do not. 

Mr. SHepparp. Is there any backlog in your maintenance func- 
tion? 

Captain ENGELMAN. Yes, sir. 

Mr. SHEppArD. Are you in a position to furnish for the record the 
estimated amount of backlog that there would be predicated upon 
your previous presentation to the committee? 

Captain ENceLMAN. We have some available information; but, to 
make up a complete list, we would have to go to each hospital. But 
we have a list that would be of quite some value. 

Mr. SHEPPARD. Obviously in the preparation of your budget which 
eventually comes to your level from the field, you could go back for 
the past 3 or 4, possibly 4 years and accumulate the requirements that 
emanate from he field at that time, up to what went into the budget 
at the request of the Navy; because you do accumulate these figures 
in your department and then from those maybe make some deduc- 
tions within the wisdom you exercise yourself; but from those accumu- 
lated budgets you come up with some amount smaller. 

Captain EnNcreLMaNn. Yes, sir. 
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Mr. SuHepparp. Under that procedure, I would like to have you 
give me whatever information you can acquire that is already in your 
shop, that you do not have to go to the field for, showing what was 
the maintenance budget recommended 4 years back, if you have that 
reasonably handy, and then what ultimately was permitted to come 
up in the respective bills. 

Will you do that? 

Captain ENGELMAN. Yes, sir. 

(The information referred to is as follows:) 


Original re- | 
quest by | 
Bureau of 
Medicine | 
| 


Submitted 
to the 
Congress 








| 

Fiscal year: 
Rs og a ee : as se $13, 262,000 | $12, 741, 713 
1955... ee -s : ee Os era ee 13, 608, 000 | 12, 598, 211 
a is se eee 11, 922,000 | —:11, 488, 000 
ee Sele an we toni Aneaedoccotta cana cameah 11, 750, 000 | 8, 580, 000 





OVERALL PATIENT LOAD 


Mr. WicGLeswortn. Referring to the question asked by the chair- 
man, I would like to ask how good the estimate of 13,220 for the overall 
patient load in fiscal 1957 is. 

Captain ENGELMAN. I believe it is the best estimate we have been 
able to make in along time. I think it will be one of the first ones that 
will hold up. From what we can see in the trend in the past year, 
there is every reason to believe more strongly than ever that that is a 


good estimate. We have no reservations on that statement whatever. 

Mr. Wigcieswortu. My reason for asking is that in respect to 
fiscal year 1955, as you no doubt recall, the first estimate you gave us 
was 15,111. A year later, 6 months before that year ended, the esti- 
mate had dropped to 13,975. Six months later, the actual number was 
apparently 13,286, or a drop of almost 2,000 from the original 15,000 
estimate. And insofar as the current fiscal year is concerned, the 
estimate you gave us a year ago was 13,536. Today, a few months 
before the end of the fiscal year, it has dropped to 13,065, or about 500 
decrease compared with your original estimate. 


NUMBER OF MEDICAL AND DENTAL OFFICERS, 1954-57 


Last year you gave us a table showing the number of medical officers 
and the number of dental officers on the rolls in 1953, 1954, 1955, and 
1956. I would like to have that brought up to date in terms of your 
estimates for 1957 when you revise year remarks. 

Captain ENGELMAN. Yes, sir. 

(The information: referred to is as follows:) 
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Navy Medical Department personnel 


End fiscal | End fiscal End fiseal | End fiscal 
year 1955 year 1956 | year 1957 


Medical Corps 
Dental Cor 








Enlisted: 
Hospital corpsman 
Dental technician 
Total enlisted 


Total, all Medical Department personnel. 





PATIENT-CIVILIAN PERSONNEL RATIO 


Mr. WiaeiteswortH. Also, you gave us last year an estimate for 
the current fiscal year on a per-100-patient basis of the staffing ratio 
of civilian personnel as 58.1, compared with a figure of 57.2 for the 
current fiscal year. Do you have a present estimate for the current 
year and for fiscal 1957? 

Captain ENcreLtman. Yes, sir. 

Mr. Hickey. In fiscal 1955 our total staffing per 100 patients was 
136, of which 59 were civilian and 77 military. In the current year 
our estimated ratio is 130, of which 58 will be civilian and 72 military. 
And this budget contemplates a staffing ratio in 1957 of 121, of which 
54 will be civilian and 67 military. 

Mr. WiaeGieswortu. That is all, Mr. Chairman. 


EDUCATION AND TRAINING 


Budget activity No. 2—Education and training 
| Increase (+) 
| or de- 
| crease (—), 
Project 1955 actual 1956 estimate | 1957estimate| difference, 
| | 1957 com- 
| pared with 
| 1956 


2A | Training in service facilities $2, 843, 014 $3, 173, 000 $3, 095, 000 | — $78, 000 
466, 


2B | Training in civilian institutions 152, 525 318, 000 000 | +148, 000 





Total obligations payable from 
appropriated funds 2, 995, 539 3, 491, 000 3, 561, 000 | +70, 000 


Mr. SHepparD. Pick up budget activity No. 2 reflected in the table 
on page 20 of the justifications. 

This activity is composed of two subdivisions. I find your actual 
appropriation in 1955 was $2,995,539; your estimate in 1956 was 
$3,491,000; and your estimate for 1957 is $3,561,000, reflecting an 
increase of $70,000. 

Give me an explanation of the increase reflected here, 
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INCREASE FOR TRAINING IN CIVILIAN INSTITUTIONS 


Captain Enateman, The increase in general in this activity is due 
to an increase in the amount of funds to be devoted to training in 
civilian institutions. ‘This increase consists of three items. First 
there is an increase of $38,000 requested to defray the cost of attend- 
ance of Medical Department officers at civilian meetings of a technical, 
scientific, or professional nature. It is believed that attendance at 
these meetings will foster increased. professional standards, be most 
beneficial to morale; and be a stimulus to-the intellectual atmosphere. 

The second estimated increase is $35,000 for a program, which is 
directed towards encouraging the civilian medical faculties to include 
in their formal programs of study an increasing number of subjects 
pertinent to the activities of the Medical Department of the Army, 
Navy, Air Force, and Public Health Service. As all medical students 
are destined to serve a minimum of 2 years in the Armed Forces, it is 
considered most desirable to encourage the early orientation of stu- 
dents towards military medicine. At the present time, 25 of the 81 
medical colleges participate actively in this program, and there’is a 
waiting list of more than ten other colleges. 

The final item of increase under this budget activity is an inerease 
of $75,000 for the program of nursestraining of enlisted Waves.- The 
requested funds will provide for the training of 60 Waves, of whom 
10 would be in their second year, and there will be 50 added to start 
their first year in 1957. 


TRAINING IN SERVICE FACILITIES 


Mr. SHepparD. I note your request preee for the training of 


8,172 students to be graduated in fiscal 1957 in training in service 
facilities, compared to 8,948 last year and 6,127 in fiscal year 1955. 
In this connection, we will insert in the record table I on page 22 and 
table II on page 24, and table III on page 25. 

(The matter above referred to is-as follows: ) 
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Mr. SHepparp. What are your comments pertaining to that issue? 

Captain Encetman. On the different loads varying from year to 
year? 
~ Mr. Suepparp. That is right. 

Captain ENGELMAN. Because of shortages during a particular year 
and the estimated low reenlistment rates and the low input of recruits, 
the requirement that should be served in‘1 particular year, in other 
words, the training of so many individuals, cannot be accomplished. 
They just do not shew up for training and then we have to move it on 


to the next fiscal year. That is why in this particular program it is 
most difficult for us to indicate that we have done a good job of 
estimating on the basis of what the actual was. 

Mr. SHEepparRD. That is because of your fluctuating potentials in 
this category; is that correct? 

Captain ENGELMAN. Yes, sir, entirely. 

Admiral Hocan. It is due to the enlistment rates of the Navy. 


TRAINING OF NURSES 


Mr. SHepparD. Last year you requested funds for training WAVE 
enlisted personnel as graduate nurses. What is the status of this 
program as of the present moment? 

Captain EnGre“Man. There are 10 such Waves enrolled in 2 
colleges of nursing, and the plan is to continue those in their second 
year and enroll 50 more in the coming year in that program. 


CLOSED-CIRCUIT TELEVISION AT NAVAL MEDICAL CENTER 


Mr. SHEPPARD. I note on page 28 you are requesting funds for the 
development of a closed-circuit television system at the National 
Naval Medical Center, Bethesda, Md., for education and training 
purposes. I see this is also a joint affair with the National Institutes 
of Health and the Walter Reed Army Medical Center. 

Please tell the committee what you propose to do with this system, 
how it will be used, the total estimated cost, and if you anticipate 
reimbursement from the other institutions using the program? 

Captain ENceLtMan. The proposed television system at the Na- 
tional Naval Medical Center is an entirely closed circuit television 
system for use as a training device. 

One of the first applications of such a system would be development 
of programs in surgery and in the dental school. In surgery the 
distribution of the picture would be into appropriate receiving loca- 
tions outside the operating room, such as the observation gallery and 
the conference classrooms, thereby making closeup views of actual 
surgical procedures available to many postgraduate students and 
others who could not possibly be taken care of around the operating 
table. 

Mr. SuHepparp. Those at the operating table, if my experience is 
correct, do not only have an opportunity of observing the techniques 
exposed insofar as the operation is concerned but also have observation 
of the surgery being effected at the time. Is that right? 

Admiral Hoaean. Yes, sir. 

Mr. SHepparD. To what degree will a counterpart of a surgical 
operation be reflected through your television which would be of 
benefit to those to the same degree as if exposed directly? 

74195—56——51 
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Captain EncetMan. The main thing that will be of advantage to 
these people watching over television will be that they will be able 
to see very clearly that which the surgeon is talking about, and without 
discussion this picture might not be too valuable. 

But as he discusses the complications which arise, why he does this 
and why he does that, they will be able to see what the situation is 
much better, perhaps, than if they were standing right there. 

It will not take the place of their getting in and helping with the 
operation, and that should come later, of course, 

Another usage, is in assisting in the training for making dental 
prostheses. 

The camera can be right over a man’s shoulder or his head and 
show what he is doing to hundreds of people; while if they were watch- 
ing over his shoulder there could be only 2 or 3 who could see what is 
going on and hear the discussion. 

(Discussion held off the record.) 

Captain Encretman. As to the matter of reimbursement between 
National Institutes of Health, Walter Reed, and the Center, it is 
anticipated that each one of these will be an originator at times and a 
receiver at other times. It is a matter of cross-servicing of closed 
circuit programs which will be mutally advantageous, and we antici- 
pate it would not be a matter of reimbursement but a matter of giving 
equivalent time to each other. 

Admiral Hoean. Both these other installations have this equip- 
ment and are using it very effectively in the training of their doctors 
and nurses. It is hoped we will be able to install one ourselves at 
Bethesda and to hook up with the Public Health Service across the 
street, Walter Reed on 16th Street, and interchange the special things 
we are doing with what they are doing. All three will benefit from 
this system. 

Mr. Suepparp. So far as to these prospects, each unit has their own 
cost factors in installation and it is operating in an interchange 
manner? 

Admiral Hogan. That is right, sir. The request was originally 
$100,000 in this budget for the installation of this system. 

Mr. Suepparp. Total cost involved? 

Admiral Hoaan. Yes, sir. 

Mr. SHepparp. Outside of the maintenance requirements which 
obviously follow in an operation of this character? 

Admiral Hogan. Yes, sir. 


BREAKDOWN OF TRAINING IN SERVICE FACILITIES, 1955-57 


Mr. SHepparD. We will insert table 5 on page 29 in the record. 
(The information referred to is as follows:) 
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TABLE V 


1955 actual 1956 estimate 1957 estimate 


Man- | 7 - . Man- | » : 
vears | Funds years years Funds 





Personal services: } 
Graded -- oni 88 | $370, 311 | 90 | $407,165 $407, 165 
Ungraded 141 | 513, 835 513, 835 513, 835 

Subtotal, personal services___- 228 , 146 | 7 921, 000 

Trebiieenns 52. S504 Jcdeccecdds less zs , 634 | 31, pcaliiyy. 116, 000 

Maintenance and operation..._...._|.......- , 528, ‘ BS aye YC 

Lectures - _- - nevenantne Saboeue 315, 3 Seed mernion 348, | ras 348, 000 

Television training program... .....| stoke 100, 000 


Total obligations | oz 5! 3 173, -| 3,095, 000 





TRAINING IN CIVILIAN INSTITUTIONS 


Mr. SuHepparD. With reference to project 2—B, we will insert in 
the record at this point table 1 on page 33. 
(The information referred to is as follows:) 


TABLE I 


Number 0 Av e cost per ‘ : 
amber of Averag ope Total funds required 


students student 


POE Te Bee SET ce. 
| 1955 | 1956 | 1957 | 1955 | 1956 | 1957 | 1955 | 1956 | 1957 
cians i eee on | : 5 a 


Medical Corps... 404 186 | 486 | $84.23 |$102.07 $97. 34 , 030 ‘49 607 | $47, 307 

Dental Corps- - . 390 422 422 54. 83 64. 63 64.63 | 21,385 | 27,275 | 27, 278 

Medical Service Corps and | 
Hospital Corps. __- | 60 | 61] 60 | 435.32 | 583.28 | 532.75 | 26,119 | 35,580 | 36, 760 


Nurse Corps... --.--- |} 99} 147 | 156 | 278.80 | 269. 31 269.95 | 27,601 | 39,588 | 40, 708 
Subtotal, officers... | 953 {1,116 [1,133 | 124, 52 "136.25 | 134.20 |109, 135 |152, 050 | 152, 050 


Hospital corpsmen.. , 30 88 88 | 76. 93 71.2 : 2, 308 6, 800 | 6, 800 
Dental technicians. 14| 15 15 | 77.29] 76.67 | 76.67 | 1,082 | 1,150) 1,150 


Subtotal, enlisted de |} 44] 103] 103 ‘77. 05 | 77.18 | . 3,390 | 7,950 7, 950 


Total, officers and enlisted__| 997 li, 219 11, 236 | 112.86 | 131. 26 525 |160, 000 | 160, 000 
| 


nie oti hi ohh 














Mr. oui, Table 2 on page 35 will be inserted. 
(The information referred to is as follows:) 


Summary table of requirements 


| 
1955 actual | 1956 estimate 1957 estimate 


Courses of instruetion.. .__- $112,525 | $160, 000 | $160, 000 
Attendance at civilian profession: al meetings and postgraduate 
Ck a Aandi eh Kkbekbtbseeesasaan : ewdad a 36, 000 74, 000 
MEND program. _.-.----.- Bicol. linc sesdecoudd ’ 45, 006 320, 000 
Nurse training program of WAVES_ . 75, 000 150, 000 
Interagency institute program _ Sd dacaedcca di enk y 2, 000 
yo tee a Lea een asianiailioa awe a , 52 706, 000 
Reimbursable 240, 000 
Appropriated funds, , 466, 000 
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Mr. SHepparp. What is the basis of your increase of $148,000 in 
this project? 

Captain Encetman. That is related to the items I mentioned 
before—the nurses’ training program, the attendance at postgraduate 
courses, and the MEND program. 


MEDICAL EDUCATION FOR NATIONAL-DEFENSE PROGRAM 


Mr. SHepparp. On page 34 you refer to the new medical education 
program which you refer to as MEND. 

Captain ENGELMAN. Yes, sir. 

Mr. SHEPPARD. It seems like an appropriate application. I note 
you contemplate reimbursement in this program from the Army, Air 
Force, and Public Health Service. What definite arrangements have 
been made with reference to this reimbursement as of the present 
time, please? 

Captain Enceiman. As the Navy is the executive agency for the 
MEND program, Bureau of Medicine and Surgery will initially 
finance the total cost of the program in fiscal 1957, and obtain reim- 
bursement from the Army, Air Force, and Public Health Service by 
transfer of funds between appropriations, and their appropriations 
have these funds in them for this transfer. This whole matter has 
been coordinated by the Department of Defense and the Bureau of 
the Budget. 

Mr. SuHepparbD. For which the Navy will be reimbursed? 

Captain ENGELMAN. Yes, sir. 

Mr. WicGLeswortH. I would like a little more explanation about 
the medical. education for national defense program for which you 
want $320,000 compared with $45,000 in the current fiscal year. 
How does that operate? 

Admiral Hogan. Dr. Andrews who has been in this program for 
several years, ever since its beginning in the early 1950’s, will speak 
to that. 

Captain ANpREws. The program operated originally in five pilot 
schools. It has grown and additional schools have asked to par- 
ticipate in the program. That was the original idea, to get all medical 
schools involved in*this type of medical education, because it is an 
essential for the Armed Forces and also in connection with civil 
defense. 

The reason for the increased expense this year is because 10 addi- 
tional schools have been taken into the program. 

We now have a total of 25 schools participating in this program. 

Admiral Hocan. The nursing profession and dental professions of 
the country have asked us to initiate a similar program in their 
schools. 

Mr. WicGieswortH. What does it mean? That we turn over 
$320,000, which is one-fourth of the total, including the Army, Air 
Force, and Public Health Service, to various schools by way of a sub- 
sidy, to pay salaries of teachers, or what does it mean? 

Captain ANDREws. $320,000 is the total amount, $80,000 for each 
Federal facility. 
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Mr. Wiccieswortn. The Navy will be reimbursed for three- 
quarters of this total? 

Captain ANprews. Yes, sir. The money is allocated to each school 
on the basis of the duration of their time within the program. 

At the present time a school having been in the program for 2 or 3 
years, like the original pilot schools, will get approximately $10,000 to 
$11,000 per year. The major portion of that will be utilized to pay 
the salary of a coordinator on the faculty of the medical school. 

It was originally decided when another similar program failed in 
1950 that a coordinator was an essential feature to the successful oper- 
ation of this type of a program. Faculty acceptance had to be ob- 
tained in order for student acceptance to follow, and we have found 
out in the years we have had the program going that the services of a 
coordinator on the faculty has been the difference between failure and 
suecess of this program. 

They coordinate all phases of the curriculum imtroducing and 
getting the different professors to introduce in their teaching, matters 
which are of paramount importance to military medicine and civil- 
defense medicine. Those are the things which were not being taught 
as they should have been taught prior to 1950 when the Association 
of American Medical Colleges executive committee decided something 
had to be done in an effort to assist the national emergency at that 
time, and that was the reason this program was born in 1950. In 
brief, this program is extremely valuable to the military because 
first, it serves as a means of rendering the graduating medical student 
of today more*proficient in the actual treatment of wartime casualties, 
and it renders him less militarily naive as he assumes his role as a 
military doctor. 

Equally important is the fact that the instruction he receives in 
medical school as a result of the MEND program will be of inestimable 
value to civilian communities throughout the country wherever dis- 
aster strikes; whether its origin be an act of war or the result of such 
‘atastrophic occurrences as have happened, for example, during recent 
years in Flint, Mich.; Worcester, Mass.; Texas City, Tex.; and Perth 
Amboy, N. J. 

Highly important research in such areas as atomic medicine, aviation 
medicine, submarine medicine, and preventive medicine is a constant 
responsibility of those engaged in military naval medicine. The 
schools affiliated with the MEND program, therefore, can only keep 
abreast of modern developments in these fields by maintaining con- 
tinuous liaison with our doctors and laboratories where this all- 
important work is in progress. 

Mr. Wicc.ieswortnH. There were five schools in the program in the 
current vear and there will be 15 in fiscal 1957? 

Captain Anprews. Five originally in 1952 when it started, sir. 
There are now 25 schools in the program. 

Mr. Wiace.teswortH. How many were there in the current fiscal 
year? 

Captain Anprews. Fifteen, and ten new ones which will come in 
this year. 

Mr. Wice.eswortH. Why, if we can get along on $45,000 for 15 
schools, do we need $320,000 for 25 schools? 

Captain ENGELMAN. $45,000 represented the Navy’s share. The 
Army and Air Force had equivalent amounts. 
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Mr. WiccieswortnH. In other words, the figures in the table on 
page 35 of the justifications for the 2 years are not on a comparable 
VASIS [ 

Mr. Hickey. The figures in 1956 simply reflect the Navy share. 
Under this new ar rangement the Navy will accept and expend all the 
money and be reimbursed for it from the other services. 

Mr. Wiacieswortn. So if you put them on a comparable basis the 
figure of $45,000 for 1956, should in reality be $180,000? 

Mr. Hickry. $80,000 each in 1957. 

Mr. Wicc.ieswortu. It would be $180,000? 

Mr. Hickey. Yes, sir. 


MerpicaL SERVICES, SUPPLIES AND EQuIPMENT AT OTHER FACILITIES 


Budget activity No. 3— Medical services, supplies, and equipment at other facilities 


| Increase (+) 
or de- 


crease (—), 

Project | 1955 actual | 1956 estimate | 1957 estimate difference, 
1957 com- 

| pared with 

| 


| 
Medical services, supplies, and equip- | 
ment at other facilities = a $10, 113, 912 | $10, 710, 000 | 


Total obligations payable from | | 
appropriated funds | 110,113,912 | 110,710,000 | 11, 565, 000 | +855, 000 


| 


ee 


' Include net comparative transfers of +-$2, 187, 000. 


Mr. SHepparp. Budget activity No. 3 is reflected in the table on 
page 36 of the justifications. 

I find your actual appropriation for 1955 was $10,113,912, esti- 
mated in 1956 is $10,710,000, and owiaen in 1957, $11,565,000. 
This reflects an increase of $855,000. 

Explain the increase, please? 

Captain EncretmMan. The increase of $855,000 in this activity is 
reflected in the following items: 

Increased cost of influenza vaccine—— 

Mr. WieGcLesworrnu. Off the record. 

(Discussion held off the record.) 

Captain ENcEeLMAN. $131,000 of it is for procuring an improved 
type of influenza vaccine; $39,000 is for the use of benzathine penicil- 
lin, preventing streptococcus infections at training centers; $62,000 is 
due to increased strength of some 5,000; $85,000 is due to additional 
support required for MAAG activities; $55 ,000 is additional for sup- 
port of the Deepfreeze Expedition; $483, 000 is due to an increase in 
in estimated cost due to change in funding procedures of these ship- 
yards and industrial fund activities we discussed before for a total of 
an $855,000 increase. 

Mr. SHepparp. Will you put the tabulations you have there in the 
record at this point? 

Admiral Hogan. Yes, sir. 

(The information referred to is as follows:) 





55, 000 


55, 000 
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The increase of $855,000 in activity 3 is reflected in the following items: 
Increased cost of influenza vaccine_. - _--- . $131, 000 


Increased cost for benzathine penicillin .. 39,000 
Increased strength _- - - , 62, 000 
Additional for support Of MAAG activities, .....----<-------. ‘ 85, 000 
Additional for Expedition Deepfreeze - ; -. 55,000 
Increase in estimated cost due to change i in funding procedures. __- JALAL 000 


Total increased cost 


MDAP ACTIVITIES IN PACIFIC AREA 


Mr. SHEPPARD. You state: 

The Secretary of Defense assigned to the Department of the Navy full respon- 
sibility for furnishing medical supplies and providing medical care for personnel 
attached to the mutual defense assistance program activities in the Pacific areas. 
The cost will be paid from the “Medical care, Navy” appropriation. 

This cost is estimated at $185,000 in fiscal 1957. Why is this 
chargeable to this specific appropriation instead of to the funds 
available to the mutual defense assistance program? 

Captain EnceLtman. Our understanding of the reason why it 
should be paid by this appropriation is that the costs we are talking 
about are engendered in the support of personnel who are adminis- 
tering the MDAP program and therefore not chargeable to MDAP 
itself. These are our own personnel whom we would take care of at 
other places if they were doing other things. 

The policy that military personnel and their support costs should 
be provided to military assistance, without cost as part of the com- 
mon defense effort, was contained in a memorandum of November 10, 
1955, from Assistant Secretary of Defense (Comptroller) to the 
Assistant. Secretary of the Navy for Financial Management. 

So full responsibility for furnishing medical supplies and providing 
medical care for these personnel in the Pacific was assigned to the 
appropriation “Medical care, Navy,” by the Comptroller of the 
Navy on December 20, 1955. 

Mr. SuHepparpb. Allright. That may be his concept of the situation. 

On the other hand, unless I am mistaken, and I address this to 
Admiral Smith, 1 grant these people are still Navy; however, their 
efforts are not being exerted under classification of Navy functions 
except insofar as they might contribute within the requirements of 
their assignment. Is that correct? 

Admiral Smitu. The law for the mutual assistance program provides 
that the administrative support—directly administrative support— 
charges are chargeable to the mutual assistance fund appropriation. 
But the support costs which we normally would incur in any event for 
our people, such as transportation to and from the area, medical 
care, travel such as taking a physical examination some place or a 
trip that a person would take on Navy business rather than on mutual 
assistance business, would be chargeable to the executive agency, or to 
the service, or in cases like this to an executive agent. 

In the Pacific the Navy only this past vear took the executive agency 
for Formosa, Thailand, Indochina, and Cambodia. So this cost is 
for the medical care of all the military people—Army, Navy, and 
Air Force—assigned in those four areas. 

Mr. Suepparp. If that is true why has Navy taken on the expendi- 
tures of Army and the other branches of the service? 
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Admiral Smira. Army and Air Force take on similar expenses for 
us in European areas. 

Mr. SuHEepparD. You figure there is a counterbalance of activities 
by and between certain command areas. Is that right? 

Admiral Smirx. Yes, sir. The breakout of the pro rata cost 
probably would cost more than it would be worth to distribute it, sir. 

Mr. SuepparD. This is aslight deviation from so-called performance 
budget in its literal application. I hope you will admit that? 

Admiral Suir. Yes, sir. 

Mr. Norrewu. One question. What is the amount you requested 
the budget for on this item? 

Captain ENGrELMAN. For military assistance group, sir? 

Mr. Norrett. That is right. 

Admiral Hocan. $185,000. 

Mr. Norreu. Give me the total amount of the medical services. 

Captain EncreLMAN. Total amount for medical services, supplies, 
and everything, for all military personnel—— 

Mr. Norrewu. That is right. 

Captain EnegeLMan. Is $11,565,000 for fiscal 1957. Of that 
amount, $185,000 is for these particular people. 

Mr. Norre.u. So you were allowed the amount you asked for? 

Captain ENGELMAN. Yes, sir. 

Mr. Norretu. That is all. 

Mr. WiceLeswortnH. Do I understand from what you have said 
that $483,000 of the increase of $855,000 is due to new stock fund con- 
trol and therefore should be reflected in corresponding decreases in 
other activities? 

Captain ENGELMAN. It is industrial fund operation, sir, and not 
just stock fund. Stock fund is involved, but it is in connection with 
the funding for medical care at activities managed by the Bureau of 
Ships, Bureau of Aeronautics, and there is a comparable decrease in 
their appropriation request to account for this same amount of money. 

Mr. WieeLteswortn. That is all, Mr. Chairman. 


SCOPE OF MEDICAL SERVICES 


Mr. Ostrrertac. Admiral, what is the general nature of medical 
services for all intents and purposes as it is related to this activity? 
It is not personal service as such, is it? 

Admiral Hogan. The activity you speak of is the 

Mr. Ostertac. This is budget activity covering medical services, 
supplies, and equipment and other fac‘lities. What constitutes medi- 
cal services? 

Admiral Hocan. Both outpatient care, dispensary care, and in- 
patient care for minor short-term illnesses in certain stations. 

Mr. Osrertac. No part of this $11,565,000 as requested for fiscal 
1957 is for personal service. Is that correct? 

Captain Encetman. There is some part of it which will be reflected 
in the amount that we are required to pay other Bureaus for the care 
they render, but the amount we pay them will be an amount for 
services rendered to us and will not specifically relate to how many 
employees they are paying to accomplish those services. 

Mr. Ostertac. That would be on a reimbursement basis. Is that 
correct? 

Captain ENGELMAN. Yes, sir. 
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Mr. Osrertac. But from the standpoint of actual military per- 
sonnel, professional and otherwise, that is not included under the 
heading of ‘‘Medical services’’? 

Captain Encriman. No, sir. The pay for military personnel who 
are rendering these services, the doctors, the corpsmen, and nurses 
who may be on duty, is not included in this amount. 

Mr. Ostertaa. There has been a sharp decrease from fiscal 1955 
in the number of your civilian personnel requirements from 115 down 
to 92 for fiscal 1956 and dropping to 1 for fiscal 1957. What is the 
reason for that change? 

Captain Encetman. That is because in 1955 and in 1956 the 
appropriation we have under consideration was used to pay civilian 
technical personnel, nurses and technicians, and so on. But in the 
1957 estimate the money is not going to personal services as we under- 
stand it in the budget. It is going to reimburse the other bureaus 
for their costs. 

Mr. Ostrertac. This budget activity No. 3, “Medical services, 
supplies and equipment at other facilities,” is the second largest area 
of activity in your program. Is that correct? 

Captain Encetman. Yes, sir. 

Mr. Ostertaac. And it constitutes about 15 percent of your overall 
costs? 

Captain ENGELMAN. Yes, sir. 

Mr. Ostertac. I think 14.9 according to your table, to be exact. 

Captain ENGELMAN. Yes, sir. 

Mr. Ostertaa. In that connection there is an increase of $855,000 
as compared with fiscal 1956, is that correct? 

Captain ENGELMAN. Yes, sir. 

Mr. Ostertac. Thank you Captain, that is all, Mr. Chairman. 


NONRECURRING PROCUREMENT OF SERVICES, SUPPLIES, AND 
EQUIPMENT 


Budget activity No. 4—Nonrecurring procurement of services, supplies and equipmen 





| | | 
| | Increase (+) 
| or de- 
| crease (—), 
Project | 1955 actual | 1956 estimate | 1957 estimate | difference, 
1957 com- 
| pared with 
iJ | 1956 
i 
| 
| 
| 
| 


4 | Nonrecurring procurement of services, 
supplies and equipment 3 , 989, 2, 618, — $371, 000 





Total obligations payable from | 


| 
appropriated funds 2, 504, 087 | 2, 989, 000 2, 618, 000 — 371, 000 


Mr. SHepparD. We will pick up the next budget activity, No. 4 
reflected on page 41 of the justifications. 

In nonrecurring procurement of services, supplies, and equipment 
your 1955 actual appropriation was $2,504,087. Your 1956 estimate 
is $2,989,000. The 1957 estimate is $2,618,000. This is a decrease 
of $371,000. 

I wish you would give an explanation of the difference, please. 

Captain ENcretmMaNn. This, as the title indicates, is a nonrecurring 
situation. Each procurement or requirement takes place and it is a 
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requirement which has come up at that particular time, so that actually 
one year to the other is not comparable except for statistical purposes. 

The reduction of $371,000 is due to the fact that we will be doing 
less initial outfitting. That dropped from $1,800,000 to $702,000 in 
requirements, 

The passive defense program dropped from $218,000 down to 
$77,000. 

The advanced base program dropped down to zero in 1956 and 1957. 

Major repairs and improvements program does, however, go up 
this year. It was $205,000 last year and it is up to $500,000 this year. 

The requirements for vehicles, construction, and materials handling 
equipment goes from $252,000 up to $253,000, and the special preven- 
tive medicine program goes from $580,000 to $991,000, and that is 
polio vaccine. 

There is a special dental program required in 1957 in the amount 
of $95,000, which accounts for the requirements for 1957 as compared 
to 1956. 


INITIAL OUTFITTING OF CERTAIN SHIPS, STATIONS, AND AIRCRAFT 


Mr. SHEPPARD. With reference to the $702,000 for initial outfitting 
of certain ships, stations, and aircraft, I wish you would supply for 
the record a table similar to that requested on page 834 of last year’s 
hearings, disclosing the particular facilities involved and the cost 
thereof if you will, please? 

Captain ENGELMAN. Yes, sir. 

(The information requested is as follows:) 


Initial outfits, ships____-_---- ‘ $240, 000 
Initial outfits, stations 
16 dental operating rooms, Quantico, Va ; $85, 500 
10-bed infirmary, NAF No. 1 9, 000 
20-bed infirmary, NAF No. 3 11, 000 
20-bed infirmary, New Iberia ' 11, 000 
Dispensary, New River, N. C ‘ 3, 500 
Communication equipment (internal security) 39, 000 
Photographic laboratory ___-_-_ 43, 000 
239, 000 
First-aid kits for aircraft. __.....-....-.- a E 21, 000 


Ms AURA) OEE or. drtactibi we anannvmnud a abil sat 702, 000 


FAMILY HOUSING 


Mr. SHepparp. Included in the outfitting cost I notice there is a 
purchase of furniture and furnishing for family housing. Where is 
the family housing located and what is the unit cost for such furnish- 
ings, please? 

Captain Encetman. We have a table I should be happy to submit. 
There is a lot of detail on it. 

Naval hospital, Corona, there are 4 married officers quarters, senior ; 
4 married officers quarters, junior, and 15 married enlisted men’s 
quarters. 

At naval hospital at Chelsea, Mass. there are 15 married enlisted 
men’s quarters. 

At naval hospital, Camp Lejeune, 50 married enlisted men’s quarters 
and at Portsmouth, Va., there are 10 married officers’ quarters. 
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I believe you asked about the cost? 

Mr. SHEPPARD. What is the status of construction in those housing 
projects you have enumerated for the record? Can you give us that 
in general? 

Captain EncetmMan. They are to be completed in 1957. We will 
be required to have the furniture for them in 1957. 

Mr. SHEPPARD. Now the cost factor. 

Captain EnceLMAN. The household furnishings we are required to 
provide, for married officers’ quarters, senior, are $4,150 per unit. 

Mr. Suepparp. Pick up the next item. 

Captain ENceLMAN. Married officers’ quarters, junior, are $3,350. 

Mr. Suepparp. Next? 

Captain EnceLMaANn. Married enlisted men’s quarters, $2,400. 

There are minor variations in that depending on locality, and in the 
table I will submit those variations are obvious. 

Mr. SHepparD. We will submit the table for the record at this 
point. 

(The information referred to is as follows:) 


if | 
Cost | m,.. 
per | Total 


“ ; 6 y 
Location rype : cost 
unit | 





| 
\'¢ married officers’ quarters, senior $4, 150 | $16, 600 
| 4 married officers’ qu: arters, as | 3, 350 | | 13, 400 
15 married enlisted men’s quarters_.....| 2,400 | 36,000 
Naval hospital, Chelsea, Mass_.._......--.|...-.d | 2,400 | 36,000 
Naval hospital, Camp Lejeune, N. C.. | 60 married enlisted men’s qu: arters ..| 2,200 | 110, 000 
J Naval hospital, Po Portsmouth, Va 10 married officers’ quarters - | 2,660 | 26, 600 
Roundo | we | 


239, 000 


MAJOR REPAIRS AND IMPROVEMENTS 


Mr. SHEPPARD. On page 44 you state: 

The increase reflected herein in the major repairs and improvements program 
is due only to the inability to program the necessary funds in fiscal year 1956 to 
maintain the repairs and improvement program at the required level. 

What is the reason for the inability to program the necessary funds 
in fiscal 1956? 

Captain Eneteman. The reprograming of funds for major repairs 
and improvements was not possible because more essential require- 
ments of a higher priority came in—polio vaccine, for instance. 

Mr. SuHepparD. Do you have a backlog in this program? 

Captain ENGLEMAN. Yes, sir. 

Mr. Suepparp. If so to what extent? 

Captain Enceiman. I don’t believe I know it offhand how many 
dollars it amounts to. We can provide some information on that. 

Mr. SHepparD. I wish you would provide the best available 
information when the record comes to you for that purpose, plea:e? 

Captain ENGELMAN. Yes, sir. 

(The information requested is as follows:) 





| rp | Pro}-| 
| ect 


! 


Description ' | Esti- 


Naval hospital mate 


a s alia ee 


Portsmouth, N. H--- SO itczaz | Repointing front surface of bricks, on entire east side | $4, 240 
(front) of main hospital building. 

Replacement of broken ceramic wall tile, buildings 1, 499 

| H-23 and H-1. 

Chelsea, Mass.........-----| 26-5! Replace existing procelain sinks and slate counter 1, 950 

tops with stainless steel in 2 galleys at dependents’ 

| service, building No. 82. 

Dei ius - , 28-56 Scrape paint from walls and paint interior of build- | 44, 000 

| ing No. 22 (main hospital), building No. 59 (en- 

listed bachelor quarters), building No. 74 (recrea- 

tion building). 

Philadelphia, Pa b 16-55 “19 | Replace deteriorated windows and doors in specified | 13, 200 

| j areas. 

RRs onesce aciaas ceed 5E | Replace or repair lead pans in showers and shower 2, 500 

entrances, buildings No. 2 (HC quarters). 

Di A th dic tiptier nthe tol 56 |___...| Replacement and painting of boundary fence 9, 800 
he oe 20-56 Repainting of interior of building No. 29 (barracks) - 4, 800 
DNR. Abcthacdgadesads 2 | Repoint brick, replace brick where necessary, and | 24, 000 

| | _ waterproof exterior of building No. 1. 

Do-_- ~ensoncel LT Oe Replace linoleum with asphalt tile, building No, 2...) 9, 800 
Bethesda, Md..... ‘ | 4-56 Replace boiler blow down lines, building No. 16-- 12, 000 
Quantico, Va Roof repairs to specified buildings. as 2, 660 

Do Repair roof of building No. 1281 at hospital_. 2, 622 
Bs 1inbridge, Md | Install asphalt tile in foyers and central aisles of 10, 500 
| barracks in various buildings. 
| Install ceramic tile in showers of barracks in various | 14, 300 

buildings. 

Repainting exterior walls, windows, and doors of 

buildings No. 71 and No. 72. 
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Replace lighting in building I ln nichitlnr acinintete 
Rehabilitate decks of wards B-8, B-9, B-10, B-11, 
B-12, and B-13. 
Exterior painting of specified buildings 
| Repairs to seawall 
Key West, Fla_-__--.....---| Replacing ceramics floor tile in various locations 
~~’ Christi, Tex.. Paint exterior and interior of various buildings 
Do ance | Replace roof on dependents ward, building H-50. --- 
| Paint manieiae of buildings Nos. 38, 66, 67, and 78 
| north. 
| Replace diesel-engine drive for water pump in build- 
| ing 601 with electric motor, provide electrical 
| | service. 
San Diego, Calif. -_........- { 3-56 | Exterior painting of various buildings 
Camp Pendleton, Calif. _ _- ¥ Reese ao to and/or replacement of surface drainage 
itches. 
Reroofing existing 1- and 2-story buildings 


wa whe Ww 


Mr. SuHepparp. Apparently under the fiscal year 1957 budget re- 
quest it does not appear there is sufficient money to carry out the 
orderly program in this field. Is that right? 

Admiral 5mitx. That is not correct, sir. In 1956 there was appro- 
priated $205,000 for this activity. This represents a substantial in- 
crease over the same activity, the same project of last year. 

Mr. Suepparp. What was the amount of the increase? 

Admiral SmitH. $295,000 increase. 

Mr. SHepparD. Do you figure that the $295,000 you have referred 
to is sufficient to carry out the program in an orderly manner? 

Admiral Suir. Yes, sir. 


AMBULANCES 


Mr. SHepPparD. Last year you procured 41 ambulances for $182,000. 
This year you are requesting $190,500 for 41 ambulances. Does this 
represent a general increase in the ambulance cost or a revision within 
the ambulance design itself which creates the differential between 
the cost of last year and this year? 





It has been our general understanding from the motor vehicle point 
of view that the motor vehicle aspect was somewhat reduced in what 
they call standard vehicles. I assume ambulances are in the standard 
category? 

Captain EncetmMan. Ambulances are not too easily standardized. 
There are not too many produced. 

The problem we have is that we procure three different types of 
ambulances. As it happens, two of those types are higher in price, 
estimated to be higher in price in 1957 than they were in 1956. The 
third type is estimated to be at the same price. 

We anticipate buying in 1956 30 light-type ambulances at $4,440 
each, and 32 of those ambulances in 1957 when the price will be $4,770, 
an increase of $330 in that particular type of ambulance. 

The field-type ambulance, where we will buy 8 in 1956, at $4,990, 
we will buy 5 in 1957 at $5,100, an increase of $110. 

Jeep ambulances, of which we will buy 3 this year and 4 next year, 
remain at the same price, $2,970. 


POLIOMYELITIS IMMUNIZATION 


Mr. SHEPPARD. How does your program for immunization against 
poliomyelitis compare with that available to civilians, please? 

Admiral Hogan. The same priorities are used as in the civilian 
program generally, locality by locality. AH poliomyelitis vaccine 
currently is being released through commercial channels and subject 
to a voluntary allocation plan devised by the National Advisory 
Committee on Poliomyelitis Vaccine for the Department. of Health, 


Education, and Welfare. 

This was agreed to by the manufacturers. 

The essence of the plan is that each State will receive a share of 
the vaccine produced, released to them based on the number of 
children in proportion to total number of children within a certain 
age bracket. 

Originally the age bracket was from 5 years to 9 years, but it has 
been .broadened and is now generally from 1 to 14 years. 

The Armed Forces are being considered the equivalent of the 49th 
State, and we are allocated our needs in proportion as the vaccine is 
available for release. Then the Navy in turn receives its share of 
the Armed Forces allocation. 

Mr. SuHepparp. What is your clinical analysis at the moment of 
the vaccine as to its effectiveness? 

Admiral Hocan. During the last year we have been going through 
an epidemic of polio in the Hawaiian Islands area so we vaccinated 
allour dependent children, pregnant women, and the military husbands 
and wives who had children under the age of 6 in the family. There 
has been a marked reduction (about 75 percent) in poliomyelitis in 
those vaccinated in the same area over those who were not vaccinated. 
Out of about 24,000 persons vaccinated, I believe we have had 7 cases 
of paralytic polio. In only three of these was there a sufficient 
mterval for the vaccine to have become protective. 

Mr. SHepparp. Could you interpret those cases as being as intense 
as they would have been normally, or does the serum have a tendency 
to ‘léssen the effect when you do have that overrun as against the 
preventive ‘aspect? 
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Admiral Hocan. The interpretation made by the preventive 
medicine unit in Hawaii, who evaluated the program, concerning those 
cases who had been vaccinated sufficiently in advance of coming down 
with the illness was to the effect that these cases had a milder type 
of illness. 

Out in certain areas of the Hawaiian Islands poliomyelitis is indig- 
enous. Our people coming from various parts of the United States 
without prior immunity have been highly susceptible to poliomyelitis 
after arriving. 

Mr. SHepparp. Is there an age limit on susceptibility? 

Admiral Hocan. No, sir. We find in the Navy as they have in 
civilian life that it is shifting to the older age group. In the epidemic 
in 1953 and 1954 it started with children, swung into the adults of 
the families and swung back into the children again. Our statistics 
are showing a higher incidence in the adult population than was for- 
merly found. 

SPECIAL DENTAL PROGRAM 


Mr. Suepparp. Will you describe briefly your special dental pro- 
gram which I understand presently is underway? 

We will insert page 46 in the record at this point. 

(The information referred to is as follows:) 


G. SpectaL DENTAL PROGRAM 


Initial costs to equip all dental operating units now in the field for high speed 
operations are estimated at $189 per unit or $378,000 for 2,000 units. However, 
the program can be made effective by providing funds for conversion of dental 
operating units now in the field to high speed and by spreading the most expensive 
element of the program (high speed handpieces) over a period of 4 years. resent 
handpieces can be used in these techniques but with a greatly reduced life. During 
this period, high speed pontpios can be standardized to replace those becoming 
obsolete and wearing out. he estimated cost of this program in 1957 is $95,000 
in accordance with this plan. 


Schedule of fund requirements 


| 1955 actual | 1956 estimate | 1957 estimate 


Initial outfitting $1, 802, 000 
Passive defense program 0, 340 
Advanced base program 
Major repairs and improvements program 
Vehicles, construction and weight handling, and materials 
handling equiptment. . ..-~ . o--< Jo ined ob 350542 oo 
Special preventive medicine program 
Special dental program 


Total obligations z 
Reimbursable_.--_--_- Bilin = schii ei Abe bb hdd dein Sadbbblbhdide 


Appropriated funds 


Captain ENcEeLMAN. That consists, sir, of adapting dental units 
and the hand pieces used in them so that a faster rate of revolving 
of the tools which cut into the hard tooth can be obtained. It means 
putting in ballbearings instead of sleeve bearings and that sort of thing 
in dental units. 

We have decided to approach this problem on the basis of fang 
this work only on units as it becomes necessary to procure new han 
pieces for them, and this program you will be seeing from year to year 
as this progresses. 
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Mr. SuHepparD. I recently noted that you had in my opinion refined 
the technique in the surgical aspect of it in the extraction category 
from that of sitting in the chair to lying flat on your back. 

Captain ENGeLMAN. I have been told that that is the greatest ad- 
vance em: have thought of in a long time, that the patient seems much 
happier about it. The dentist has to learn some new techniques, the 
leverage is different, but the dental people who have used it like the 
idea very much. 

(Discussion held off the record.) 


MAJOR REPAIRS AND IMPROVEMENTS 


Mr. Osrertac. Under that heading ‘Major repairs and improve- 
ments,’’ $500,000, as Admiral Smith points out, that is an increase of 
$295, 000. 

I wonder why this item is under this heading rather than under 
‘‘Maintenance and operation’’? 

Captain ENGrELMAN. Because the items included in this, sir, are not 
the types of daily maintenance. They are larger projects. 

Mr. Osrrertac. Am I correct when I say, it is major repairs and 
improvements? 

Captain ENGeLMan. Yes, sir; but the maintenance function con- 
sists of keeping a place clean, doing a little touchup painting, putting 
in light bulbs. This program is concerned with restoring a rotted 
deck. Perhaps I can read some samples of the sorts of things that 
go into this: 

Resurfacing of streets and parking areas; replacing of a roof or parts 
of a roof; installation of an automatic spr inkler system. 

Mr. Osrertac. I am interested in learning whether it is properly 
under this heading of nonrecurring procurement, or whether it should 
have been under the general program of maintenance and operation. 

Captain ENGELMAN. You are raising the same question which 
is raised year after year. It is solved one way one year and back 
another way another year, and Admiral Smith will confirm that. 

Mr. OstertaG. It comes out of the same pocket in the end, but 
it is a matter of dividing up your activities here in a proper manner. 


PREVENTIVE MEDICINE PROGRAM 


On page 46 of your justifications I note under ‘Special preventive 
medicine” program there is an increase of some $400,000. That is a 
laudable program, of course, and it shows there is a considerable 
increase in this essential area. 

What is the general nature of that program? 

Captain Eneeiman. That, sir, we would have put $1 million or 
$1% million into that this year if we could have gotten the polio- 
myelitis vaccine. It is the poliomyelitis program. 

Mr. Osrertaa. That is the major factor in connection with this? 

Captain ENGELMAN. Yes, sir. 

Mr. OstertaGc. And as time moves along you anticipate you will 
be able to obtain all your requirements? 

Captain ENGELMAN. Yes, sir. 

Mr. Ostrrtac. But for the foreseeable future, for the purpose of 
this budget, this involves all you could reasonably expect to get? 

Captain EnGceutmMan. Yes, sir. There is uniform agreement on 
this as to what we should do with poliomyelitis vaccine. It has not 
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been uniformly decided yet as to whether military personnel them- 
selves, except those going to epidemic areas, will be vaccinated. 
This will take care of the dependents and personnel overseas. 

Mr. Ostertaa. Under the schedule of funds required, the com- 
parative statement shows that your budget for special preventive 
medicine program calls for $580,000 last year as compared with 
$991,000 for fiscal 1957. 

Captain ENGELMAN. Yes, sir. 

Mr. OstertaGc. But comparing it with fiscal year 1955 there were 
no funds appropriated for special preventive medicine. Does that 
mean you had no program of that kind previous to this year? 

Captain ENcreLMAN. No, sir. It meant that there was no polio- 
myelitis vaccine. This special preventive medicine program is related 
only to the one item of polio vaccine. Our typhoid vaccine and other 
preventive medicine measures going on for years are included in 
the 

Mr. Ostrrtac. Polio vaccine is 100 percent of your preventive 
program. Is that right? 

Captain Encretman. As budgeted for here. 

Admiral Hocan. Let me correct that. One hundred percent of this 
special preventive medicine program. The words “‘special preventive 
medicine program”’ is a small part of it but important. 

Mr. Ostrrtaa. I interpreted that you had a preventive medicine 
program and this was it. 

Captain Encetman. No, sir. The preventive program as such is 
included in budget activity No. 3 

Mr. Ostrrerrac. Under that same schedule of funds requirements, 
I note that for fiscal 1955 there was reimbursable amount of $64,000 
and for fiscal 1956 you estimate $68,000 reimbursable, but you do not 
anticipate any amount being reimbursable for this next year. 

Is there any reason for that? 

Mr. Hicxry. Those amounts represented sales of medical stores. 
Effective in 1957 any sales of medical stores will be made by the Naval 
Stock Fund rather than by the Bureau of Medicine and Surgery. 
In 1957 we will be completely under the Naval Stock Fund and we will 
be buying stores from that fund. 

Mr. Osrertaa. In other words, it will appear under the stock fund 
rather than here? 

Mr. Hickey. Yes, sir. 

Mr. Ostrertac. Thank you, that is all. 


MepicaL MATERIAL SUPPORT 


_ Bede activity No. 5— Medical material support 





| Increase (+) 
or decrease 
(—): differ- 
ence 1957 
compared 
| with 1956 


Project 1955 actual | 1956 estimate | 1957 estimate 


| 
| 
"| 


5A | Technical supply function. - -| $214, 000 00 | $193, 000 —$21, 000 
5B | Armed Services Medical Procurement 

Agency ___- 700, 868 | 714, 000 702, 000 —12, 000 

5C | Industrial mobilization and procure- 

mini plemihing. \. - 204162515. .0555 224, 662 218, 000 217, 000 +4, 000 

Total obligations payable from | 

appropriated funds.-_. 1, 104, 177 1, 141,000 1, 112, 000 — 29, 000 
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Mr. SuepparD. We will pick up budget activity No. 5, reflected in 
the table on page 47 of the justifications. 

This covers medical material support, where actual appropriation 
for 1955 is $1,104,177; 1956 estimate is $1,141,000, estimated in 1957 
is $1,112,000. It reflects a general decrease of $29,000. 

You will explain the respective categories, please. 

Captain ENGreLMAN. There are three projects under this budget 
activity. 5-A is technical supply function. This project provides 
for the operation of the field branch of the Bureau of Medicine and 
Surgery at Brooklyn, N. Y., which furnishes technical supervision 
of the medical and dental supply program. 

There is a reduction of $21,000 there. 

5-B is the project which provides for the Navy’s one-third share 
of the operating expenses of the Armed Services Medical Procure- 
ment Agency which is responsible for all procurement and related 
functions pertaining to medical and dental stores for the Armed 
Forces. That agency is operated by the Army as executive agent. 

We budget for this amount and transfer it to the operations of that 
agency. 

INCREASE IN STOCK FUND CONTROL 


Mr. WiaGLeswortuH. Will the contemplated increase of stock fund 
control have any effect on the Armed Services Medical Procurement 
Agency? 

Captain EnGeLMAN. The question, sir, relates to the single manager 
concept? 

Mr. WiaeLeswortu. No, the stock fund. 

Captain EneretmMan. No, sir, it does not affect the operations of 
the Armed Services Medical Procurement Agency. 

Mr. Wiae.iesworra. That is a 3-way proposition, and the amount 
here of $702,000 represents the Navy’s share? 

Captain ENGELMAN. Yes, sir. 

Mr. WicaieswortH. The Army is the operating agency? 

Captain ENGELMAN. Yes, sir. 

Mr. Wiacieswortu. I have no further questions, Mr. Chairman. 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY 


Mr. Osrertaac. Admiral, straighten me out as to this procurement 
agency. Do you make your requirements known to this agency and 
then they in turn purchase for you through a central purchasing 
procedure? 

Captain’ ENGELMAN. Yes, sir. 

Mr. Ostertaa. In other words, you pay, so far as the Navy is con- 
cerned, for exactly what you get? Your budget allowance does not 
in any way absorb more or less than what the Navy actually requires. 

Captain Encetman. The funds here, sir, are for the operation of 
that agency. The funds for the material that they will buy for the 
Navy are in the stock fund. 

Mr. Ostertaa. I see. So this appropriation is strictly for your 
share of the cost of operation of that agency. 

Captain ENGELMAN. Yes, sir. 

Mr. Ostertac. Thank you, Captain; that is all, Mr. Chairman. 
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Mepicat Care 1N NONNAVAL FACILITIES 


Budget activity No. 6.—Medical care in nonnaval facilities 


| Increase (+) 
or de- 
| | crease (—), 
Project | 1955 actual | 1956 estimate | 1957 estimate | difference, 
| | | 1957 com- 
| pared with 


1956 


- aie = and |---| 


ivan 1 sy it >. 
6 | Medical care in nonnaval facilities_...._ | $2,938,980 | $2, 866, 000 | $3, 413, 000 +$547, 000 


Total obligations payable from | 
appropriated funds | 2, 938, 980 | 2, 866, 000 3, 413, 000 +547, 000 


Mr. SuHepparp. Next is budget activity No. 6, table on page 54 
of the justifications. 


SCHEDULE OF FUND REQUIREMENTS 


Mr. SHepparD. We will insert in the record page 56. 
(Information referred to follows:) 





000 ‘SIF ‘e | 000 ‘998 ‘2 086 ‘886 ‘Z| ee es ay tae ee ee ae spuny peyedoiddy 


eis cae cnn ah --|---+----- -reee ens desaserds- dar -Se-5¢ sews -anensennh ~-@[q Bsn UIIeY 
000 ‘ZS ‘e 946 ‘092 ‘8 7? ao i ae ————< ee ec. ae : : SUOTIVSITGO [BI0,], 


000 ‘SI 008 ‘ZI aia. ok. ees Spun JOABLY, 
910 ‘ZOE ggg ‘ece — Se a 280 ‘cb 6&F ‘ZE Page Pe ean Be ee ee ae ee ——* ~~ """$) OUI} BEI} [10,7 


$00 ‘ZE GOS ‘2z . . ¢ 12g Z2L9 ‘b a ee SOIZT]]NV] JUSTIUIOAOZ) OUOZ [BUBH 

G2z “8SZ OGL “0ZE , ’ q 916 ‘LE ae: ae Le lL ee ee SOP PO’] UBIPLATO 

OLb Z Lo % ; : ; 009 O19 SOT [IOVJ COFAIOG YITBEH OIGqng 

Lie 6 bel ‘6 , % : F SON}TINV} UOBIYSIUTUIpPY ,SUBIIIO A 
SOT}I[[0B} [BABUUOU UT 1U0UI} Bel J, 























090 ‘Ise | ¥86‘ze8'2 | 198 788 ‘Z ------ squared [e10, 


$0E ‘18 229 ‘18 60€ ‘8 ‘ f : (s}uspuedep) sjeiidsoy JuemUIBAOH aU0Z [BUR 
268 ‘SZ 896 ‘Sz 268 ‘SZ ‘ 3 7 ([e}UeMI) sTeyIdsoY ed1AJ9g YITBEH ONGng “§ 9 
688 ‘EFI ' 68F ‘OGL ‘Z | $19 ‘862% ; Aqnp eayjoe Sdi0g suey pus AABN ‘Teoj}qng 





(Aynp 0A1j08) STeyIdsoy JUSUTUIEAO BU0Z [BURD 
a ee eee en ~-"""""-srejidsoy UBITIAID 
({e19U93) speydsoy sol AJeg YITVOH AGN “Ss “) 
(o1getyoAsdommeu) s[eyidsoy UOMBISTUIMIpY ,SUuBbIE20 A 
([s1eues) sfejidsoy UOeIZSIUIWIpPY ,SUBIEI0 A 
sTeirdsoy e01J0q ITy 
“s[ejyidsoy AUuLly 

:S[8}I1dsoy [BAvUUOU Ul] UOT}ezITe}IdsoFy 


OF ‘69 OTF ‘b9 889 ‘ce 
ZbP ‘ZEE S19 Ze 6F8 ‘288 
620 ‘02 GIz ‘61 ST9 ‘ST 
862 ‘8ZI 19 “SST 866 ‘OZT 
00T ‘Zoe 908 ‘SIS STF ‘LZ 
089 “FI9 ZE9 ‘“IZF 080 ‘SEF 5 
080 ‘Zzo ‘I$ | HHS ‘SES ‘IS | OST “ELZ ‘I$ | 00 OTS 


Ne 





~rOr~Ss 


SSSASRS 
SSS2SRS 


Bx 





9}. 8UIT}Se @)8UIT}80 jenqoe 978tT}Se jenjoe e78mII}se | e@48UIT}Sse [enqoe 
LS6I 9¢61 SS61 L961 Scé6r LS61 9861 cs6r 











spuny Aep sad 4809 siuelj}ed eFe10a y 


spuamasinbas spunf fo anpayog 





814 


Mr. SHEPPARD. What is the rather sharp increase in the items of 
treatments in nonnaval facilities? 

Captain Encretman.. That is primarily due to the increased rate 
that we will have to pay Army and Air Force hospitals for our per- 
sonnel who are hospitalized therein. It goes from $8 to $10 a day. 

Mr. Suepparp. In other words, that is an uncontrollable factor as 
far as you are concerned? 

Captain ENGELMAN. Yes, sir. 

Mr. SHepparpb. Are there any general questions pertaining to this 
issue? 

FEES TO CIVILIAN DOCTORS 


Mr. Anprews. What fees do you pay civilian doctors and how do 
you arrive at that fee? 

Captain EnGetmMan. The standard is the going fee in the area in 
which the care takes place. 

Mr. Anprews. That comes under this heading, does it not? 

Captain EnGeLMAN. And they are paid usually in accordance with 
the scale that the local medical society endorses. In those rare in- 
stances where a bill comes in which seems to be out of line with 
that- 

Mr. AnDREws. What steps do you take to get it corrected? 

Captain Encetman. The doctor is informed, or the hospital is in- 
formed that the bill seems to be out of line and we indicate what we 
feel, from the area scale, what it possibly should be, and usually they 
will adjust to that. If it is a very flagrant or appears to be a flagrant 
case it will be referred to the county medical society or the local 
hospital association. 

Mr. Anprews. If that doctor persists in collecting the amount he 
billed you for, you have to pay; is that right? 

Captain ENGELMAN. Yes, sir. 


TREATMENT IN CIVILIAN FACILITIES 


Mr. WiccLeswortH. Looking at page 56 of the justifications, en- 
titled “Schedule of funds requirements,” I notice that as far as the 
average number of patients is concerned the estimate for 1957 is not 
materially different from that for 1956 except in one item under 
treatment in nonnaval facilities in civilian facilities where you estimate 
an increase from 25,316 to 37,974. 

What is the reason for that? 

Captain Encre_mMan. That, sir, is relating back to in 1955 actual 
experience rather than our 1956 estimate of experience. 

Mr. WiGcGLeswortH. What is the actual experience in 1956? 

Captain ENGELMAN. Our actual to date? That is almost mean- 
ingless, sir, in respect to this: That the bills for those things come in 
3, 4, and 5 months behind and sometimes in the next year. So our 
actual experience, as of this year, we can indicate only how many 
bills we have paid. 

Mr. Wiaeciesworts. I thought you said that the 37,974, 12,000 
above your estimate for 1956, was due to actual experience which 
differed from your estimate? 
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Captain ENceLMAN. We wish to say it is more closely related to 
our actual experience in 1955. 

Mr. WieeLeswortu. I thought you said 1956. What was the 
1955 experience? 

Captain ENGELMAN. 31,446, sir. 

Mr. Wiee.Lesworrtu. In the light of that experience you estimated 
25,316 for 1956, did you not? 

Captain EnceLtman. That is another case in which I must say our 
estimates for 1956 are to balance some funds available, sir. 

Mr. WiaGLeswortu. [ still do not understand the very substantial 
increase in this category where everything else runs about the same. 

Mr. Hicxry. Through December 31 we have actually paid for 
12,829 treatments. There is usually a lag of from 60 to 90 days. It 
is entirely possible that we will have to reprogram money in here in 
the current fiscal year. We are paying very close attention «cthat 
item to be sure that if it is necessary, funds will be provided. 

Mr. WiaeieswortuH. On that basis your 37,974 for 1957 is very 
high, is it not? 

Mr. Hickxny. No, sir. There is an increase in strength in 1957 

Mr. WicGLeswortH. Why is that reflected only in this category? 

_ Mr. Hickey. It is reflected in all categories throughout the budget, 
sir. 

Mr. Wiae.ieswortu. It does not show in this table. I am talking 
about the number of people you expect to be in hospitals of various 
kinds in fiscal 1957? 

Mr. Hickey. These are treatments other than in hospitals. 

Mr. Wiae.ieswortnH. The treatments in nonnaval facilities? 

Mr. Hickey. Yes; but these are for outpatient care at nonnaval 
facilities—the upper section of the table is for inpatient care and the 
lower section covering treatments is, in effect, outpatient care. 

Mr. Wieeieswortu. For treatments in VA facilities you estimate a 
decrease, in the Public Health Service facilities you estimate a decrease, 
in the Canal Zone you estimate approximately the same number, but 
in civilian facilities you indicate an increase of almost 50 percent and I 
am trying to get at the basis of that estimate. 

Mr. Hicxtry. The basis of the estimate is the latest 12-month experi- 
ence, at the time this budget was prepared. 

Mr. WieeLeswortH. What was that experience? 

Mr. Hicxry. That experience, when applied to the anticipated ex- 
perience in 1957 gave the budget figure. 

Mr. WiceLeswortH. What was the experience? 

Mr. Hicxny. I would have to supply it. 
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Mr. Wice.esworts. Please supply this for the record so we can 
have some justification for the increase estimated. 
(‘The information requested is as follows:) 


Treatments in civilian facilities, fiscal year 1955 
RU a ee, rae 
Remeeks les Uy sooo 
September 
October 
November 
December - 
January 1955 
February _-_ __- 


Total paid from July 1, 1954, through June 30, 1955 
Payments made subsequent to June 30, 1955 6, 515 


Total payments through January 1956 7, 961 


1 These are actual payments made during fiscal year 1955 and do not represent total obligations. 


INCREASE IN COSTS PER DAY IN ARMY, AIR FORCE, AND VA HOSPITALS 


Mr. WieeL_eswortH. Under cost per day, both in hospitals and 
at nonnaval facilities, I see that the estimated costs are identical for 
the 2 years with 4 exceptions. In the Army hospitals, the Air Force 
hospitals, the VA hospitals, and the Public Health Service hospitals, 
there is an increase in each case of $2, 25 percent in 2 cases and some- 


what less in the other 2. 

What is the reason for these increases? 

Captain ENGELMAN. The reason we have reflected those increases 
is due to the fact that the new rates represent the amounts that we 
are going to be required to pay each one of those agencies in 1957. 
The reason we have not indicated increases in treatment rates, for 
instance, and in civilian hospitals, is that we base those on our experi- 
ence. While we can assume that civilian rates will go up, budget- 
wise we are not allowed to forecast those increases. The rates for 
hospitalization in other agencies are established for us. 

Mr. WicGLeswortH. You do not know why the $2 increases were 
fixed? 

Captain ENGELMAN. Yes, sir. They were fixed because the cost 
account records that are kept on every Federal hospital including 
naval hospitals indicated that the cost per patient day was going 
up at this rate; that, in the instance of the Army and Air Force hos- 
pitals as well as Navy hospitals, it required a 25-percent jump to 
take care of increases that had been occurring for several years since 
the last adjustment in the rate. 

Mr. WigGLeswortsH. You do not know the explanation? 

Captain EnceLtmMan. The explanation, sir, is on the basis of the 
cost reports that each of those hospitals is required to submit. 

Mr. WiGGLEswortTH. Is it food costs or medicine costs, or what? 

Captain Encetman. We know in our own case it was due primarily 
to pay increases. 

Mr. WiceLeswortH. There have not been any 25 percent pay 
increases that I know about. 
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Mr. Hickey. There was a 7}-percent classified civil-service em- 
ployee pay increase; there was also a military pay increase, and when 
they are all condensed into cost per patient day this figure of $10 
was presumably settled upon as the most reasonable figure that 
would reflect those costs. 

Mr. WiaGieswortu. You did not set the figure and are not in a 
position to tell us in detail why it was set? 

Mr. Hickey. That is right, sir. 

Mr. Wiacieswortu. That is all, Mr. Chairman. 


BASIS FOR ESTIMATE OF NUMBER OF PATIENTS 


Mr. Ostrertaa. Right along that line, Admiral, your estimate for 
this activity, ‘‘ Medical care in nonnaval facilities,” calls for an increase 
of $547,000. In looking over your schedule of funds required—and 
by comparison you show a table of average patients—I can under- 
stand how you can estimate the costs per day because you have facts 
and figures and records to establish such a case; but how do you arrive 
at an estimate that there will be 417 in Army hospitals and 141 in 
Air Force hospitals and 36 in civilian hospitals? I would like to know 
how you reached these conclusions. 

Captain ENGELMAN. The estimate for- the number in Army and 
Air Force hospitals had to be reached by mutual agreement between 
the three services so each of us will be showing the same figure as to 
how many will be in the other service hospitals. 

In other words, this shows we will have 417 Navy patients in Army 
hospitals. Their budget must show that in their patient load will be 
417 Navy patients so that there is a mutual agreement on those figures 
and each one of us, of course, tries to make them as accurate as 
possible. 

Mr. OstertaG. You show an estimate of 744 as the total number of 
patients for 1957 m nonnaval hospitals? 

Captain Encreiman. Yes, sir. 

Mr. OstertaG. You do not know actually how many patient-days 
that will mean, do you? 

Mr. Hickey. If you will multiply the average number of patients 
by 365, it will provide the total patient-days. That is the basis upon 
which this projection is made. We find from experience how many 
patient-days we have had for 12 months in nonnaval hospitals out of 
the given Navy strength, and project on that basis. 

Mr. Osrertac. Your experience does not tell you how many people 
are going to need hospitalization? 

Mr. Hickny. This is an average figure of 744 patients per day. 

Admiral Hoean. In 1955 there were actually 779 average patients. 

Mr. Osterraa. In other words, this 744 average patients, those are 
total patients for 1957; that means that many patients around the 
clock 365 days a year? 

Mr. Hickey. That is right, sir. 

Mr. OstertaG. How do you estimate the $281,000 reimbursable? 
How do you arrive at the figure of $281,000? 

Mr. Hicxsy. This reimbursement is received from the Marine 
Corps and from the Bureau of Naval Personnel. It represents ration 
costs. We know that of the total 744 patients per day, a certain 
percentage of those will be enlisted who are entitled to rations. We 
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initially pay for their cost. We bill the Bureau of Naval Personnel 
and Marine Corps for the rations for the enlisted personnel and get 
reimbursed. . 

Mr. OstrertaG. That is all. 

Mr. Suepparp. For the sake of clarification, let us assume you 
overestimate. What happens to the money? 

Mr. Hickey. In 1955 when there was, as Mr. Wigglesworth said, a 
drop in patient load, there were savings reflected in this budget of 
$2,381,000. 

Mr. SHepparpD. Then what happened to the money? 

Mr. Hickey. It reverted to the Treasury. 


CARE OF THE DEAD 


Budget activity No. 7, care of the dead 


Difference, 
increase (+) 
1 


or de- 


Project | 1955 actual | 1956 estimate 1957 estimate | crease (—), 


| 1957 com- 

| pared. with 
1956 

7 | Care of the dead... | $728,996 | $835, 000 $901, 000 

Total obligations payable from 

| appropriated funds__.........-- 


728, 996 | 835, 000 901, 000 
| 


Mr. SHepparp. We will pick up the next, budget activity No. 7, 
reflected on page 57 of your justifications, ‘‘Care of the dead,” in 
which I find reflected therein the actual 1955 of $728,996; estimate 
1956, $835,000; estimate for 1957, $901,000, reflecting $66,000 increase. 
Explanation, please. 

Captain ENceLMAN. The increase results from several factors. 
Initially there is an increase amounting to $162,000. This is due to 
the assuming of responsibility for care of deceased Marine Corps 
personnel amounting to $125,000 which the Marine Corps previously 
absorbed and the purchase of 100 transfer cases amounting to $20,000, 
and an increase of $17,000 attributable to Public Law 495 of the 
83d Congress which provides for uniformity in care of the dead 
benefits and uniform services which will, as it goes into effect, cause 
our costs to go up a little bit. 

Also, in these increases are reductions of $1,000 in the current 
dead program and $95,000 decrease in the Korean repatriation pro- 
gram. Therefore, the net increase is $66,000. 


JUSTIFICATION OF ESTIMATES 


Mr. SHepparp. Please insert pages 60 and 61 in the record. 
(Information referred to follows:) 


REMOVAL OF LIMITATION ON NONCONTRACT CASES 


Public Law 495, 83d Congress, providing for uniformity in care of the dead 
benefits in the uniformed services, necessitates minor changes in the Navy pro- 
gram such as the removal of the $300 limitation on expenses for preparation and 
encasement of remains of personnel dying away from activities having an Armed 
Forces contract for care of the dead. Increased costs are estimated at $17,000. 
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Comparative financial and workload data 


Current-dead program: 


Weber Ort . Ss. ed 


Escort travel 


Transportation of remains. ------------ 


Funeral director’s services - - - - - 
Clothing 


Funeral flags 
Secondary burial expenses 


Korean repatriations: 


se | 63. 54 


__| 163. 40 


1955 actual 


1, 648 


| 
| 


age Funds 


! 
Aver- 
| cost | 


a 
| $81. 70 | $134, 642 


45. 39 74, 803 
104, 714 
14, 206 
269, 283 
8, 224 
142, 128 


8.62 | 
4. 99 
86. 24 


| 453. 88 


1956 estimate 


} age Funds 


|} 45. 70, 990 
99, 508 
13, 482 

255, 558 


134, 879 
710, 000 





| $81.70 | $127, 778 


7, 805 | 


| 
1957 estimate 


1, 562 


Aver- | 

age | Funds 
cost | 

| 

| $81.70 | $127,615 
45.39 | 70,899 
63.54 | 99,249 
8. 62 | 13, 464 

163. 40 255, 272 

| 4.99 7, 794 

| 86.24 | 134,707 
453.88 | 709, 000 





1955 actual 


| 


j 


1956 estimate 


| 


1957 estimate 
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| 


Number of repatriations. - -- 


Aver- 
| age | 


j cost 


Funds Funds 


| 
Funds : 


| 
| 
Escort travel_- . ae $108. 53 | $52,202 ($108.53 | $22,791 $108.53 | $10, 853 
Transportation of remains- - -- ba vua | 75.37 36, 253 | 75.37 15,828 | 75.37 | 7, 537 
Funeral flags 6.02 | 2,895] 6,02 1,264 | 6.02 602 
Secondary burial expenses -_- 111.54 | 53,650 | 110.08 23,117 | 110.08 11, 008 


Total. -- eee | 301.46 | 145,000 | 300.00 | 63,000 | 300.00 | 
Number of repatriation caskets - - - Ae. eoeaaba see! 310 ft. 
Repatriation caskets- ------- eee .00 | 62,000 j....----| 
Number Of transfer cases................-......-]} Sk cube aeol ete conta aad 100 
‘Transfer cages... ...--....-------.- be hb toh Rs -| 200. 00 20, 
Additional cost for Marine Corps deaths. | . Giawnatl capita Enc tice atacand o ME 
Removal of limitation on noncontract cases - k 17, 





30, 


Total unadjusted obligations__- wacele-e-e---| 998,000 |........| 885,000 }.- 901, ¢ 
Estimated obligation adjustments - - - ----.|---- | bh. 1b ela se. a a 


| 835,000 |_. | 901, 


Total obligations____-- 


Mr. SuHepparp. Any questions on this activity? 


TRANSFER CASES, MARINE CORPS DEAD, AND NONCONTRACT CASES 


Mr. WicGLEswortH. What is meant by the last three items in the 
table on page 61, transfer cases, additional cost for Marine Corps dead, 
and removal of limitation on noncontract cases? 

Captain EnceLmMan. Transfer cases are a recent development of a 
case in which remains can be shipped from overseas particularly, 
rather than using a casket which costs a great deal more money. A 
transfer case is reusable and does not serve as a burial casket. 

The additional costs for Marine Corps deaths—prior to this year, 
the Marines undertook and paid for certain expenses in connection 
with Marine Corps dead which the Bureau of Medicine and Surgery 
paid in connection with Navy dead. 

The new program is for all those expenses to be charged to this 
appropriation and the Marine Corps appropriation reduced in that 
amount. 





820 


The removal of limitations on noncontract cases, Public Law 495 
of the 83d Congress, provided for uniformity in care of the dead bene- 
fits in the uniformed services, necessitating minor changes in the Navy 
program such as the removal of our previous $300 limitation on ex- 
penses for preparation and eneasement of remains of personnel dying 
away from activities having an Armed Forces contract for care of the 
dead. The increased costs for this purpose are estimated to be $17,000. 

Mr. WicGcLeswortaH. That is all, Mr. Chairman. 

Admiral Hocan. These transfer cases have one major benefit in 
that they are very lightweight for air transportation from overseas to 
this country. 

ESTIMATE OF NUMBER OF DEATHS 


Mr. Ostertac. I note, Admiral, that vour estimate of number of 
deaths for fiscal 1957 is 1,562. Under conditions similar to the present 
time that would be a reasonable average; is that right? 

Admiral Hogan. Yes, sir. 

Mr. OstertaG. This is a figure on which you have to base your 
estimates on previous experience. Does that figure include the 
repatriation deaths? 

Captain ENGELMAN. No, sir. 

Admiral Hocan. Repatriation deaths we feel will be completed by 
the end of fiscal year 1957. 

Mr. OstertaG. One hundred is the figure for that? 

Admiral Hogan. That is right. 

Mr. OstertaG. 1,562? 

Mr. Hickey. That is the estimate for current deaths. This re- 
patriation program is a separate program. 

Mr. Ostertagc. Do you have a formula or uniform allowance for 
the funeral directors services? How do you control that? 

Admiral Hogan. Contracts are made by bids locally in our naval 
districts and usually the lowest bidder receives the award for the 
annual contract. He then receives the remains, prepares them and 
makes the funeral arrangements. 

Mr. Ostertaa. Do you not have certain standard requirements and 
do you have certain ceilings on such allowances? 

Admiral Hocan. Yes, sir. 

Mr. Ostertac. Then, in other words, there is not any uniform price 
or value fixed for this service. 

Captain ENceLMAN. That is right, there is no uniform price in those 
cases where death occurs in an area where we do not have a contract, 
although in such cases we try to hold expenses to the minimum amount 
required to provide decent burial. In contract cases, the amount 
agreed upon in the contract becomes, in effect, a uniform price for the 
area. 

Mr. Ostertaa. That is all. 
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DEPARTMENTAL ADMINISTRATION 


Budget activity No. 8—Departmental administration 


| 

| | tnere pase (+) 

or de- 

| | crease (—), 
No. Project 1955 actual | 1956 estimate | 1957 estimate! difference, 

| 1957 com- 
pared with 
| | | 1956 


8A | Personal services -- - 


$1,995,000 | $1,931,000| $64,000 
8B | Other costs........-- i 


511, 000 | 511, 000 


| 
Total obligations payable from | -| 
appropriated funds___-........_| 2, 377, 645 | 


2, 506, 000 2, 442, 000 | —64, 000 
| 


Mr. SHepparp. All right, gentlemen, we will pick up our next item 
reflected oa page 62 of the justifications. 

(Information referred to follows: ) 

Mr. SHepparpb. This is departmental administration. Your actual 
appropriation for 1955 was $2,377,645; your estimate for 1956 is 
$2,506,000; estimate in 1957 is $2,442,000, reflecting a decrease of 
$64,000. 

Explanation for this, please. 

Captain ENGELMAN. This comes about through the employment of 
15 less employees in the Bureau. 


AVERAGE CIVILIAN EMPLOYMENT By BupGeEetT ACTIVITY 


Mr. Suepparp. Insert in the record at this point the usual personnel 
tables, please. 
(The information requested is as follows:) 
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NARCOTICS LOSSES 


Mr. SHepparpD. This is a question invariably brought to the atten- 
tion of the committee somewhere in our procedure after we leave 
these functions and get to the floor. 

What has been the general experience in loss factors in the narcotics 
field over the past fiscal year or to the date you can give it? 

Admiral Hogan. I am not aware, Mr. Chairman, of any unusual 
loss in the narcotics field. I will check more thoroughly and give it 
to you exactly. 

(The information requested is as follows:) 

During calendar year 1955, 27 incidents of narcotics losses were reported; 18 
incidents were reported from ships and 9 incidents were reported from continental 
United States shore activities. All of the losses were minor in nature. 

Mr. SHepparD. I want to thank you and your staff for your appear- 
ance before the committee and the manner in which you have 
responded to interrogations. 

Admiral Hogan. Thank you, Mr. Chairman. 


Tuurspay, Marcu 15, 1956. 


CIVIL ENGINEERING, NAVY 
WITNESSES 
BUREAU OF YARDS AND DOCKS 


CAPT. JOSEPH A. McHENRY, CEC, USN, ACTING CHIEF, BUREAU 
OF YARDS AND DOCKS 

CAPT. NORMAN J. DRUSTRUP, CEC, USN, ASSISTANT CHIEF FOR 
FINANCIAL MANAGEMENT, BUREAU OF YARDS AND DOCKS 

JOHN W. COCHRANE, DIRECTOR, COMPTROLLER DIVISION, 
BUREAU OF YARDS AND DOCKS 

HARRY EK. LOWRY, DEPUTY DIRECTOR, TRANSPORTATION DIVI- 
SION, BUREAU OF YARDS AND DOCKS 

GEORGE T. KORINE, DIRECTOR, HOUSING DIVISION, BUREAU OF 
YARDS AND DOCKS 

NORBERT R. FORTIER, MANAGER, STOCK MANAGEMENT BRANCH, 
MATERIEL DIVISION, BUREAU OF YARDS AND DOCKS 


OFFICE OF COMPTROLLER 
REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


PROGRAM BY ACTIVITIES 
Direct obligations (volume of obligations for service accownt) 


. Engineering services $15, 876, 304 $17, 379, 000 $17, 129, 000 

. Maintenance and operation of shore establishments. -_-___- 81, 811, 623 87, 310, 000 89, 530, 000 
3. Special prétmrement -- 4, 243, 676 6, 263; 000 

. Construction battalion support_. 4, 196, 493 7, 057, 000 

. Departmental administration sal 5, 151, 685 5, 757, 000 


SE Gas IEE oti ontccadcdbcseddctesdsxnacens 111, 279, 781 123, 766, 000 130, 100, 000 
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Program and nanan Comtinned 


PROGRAM BY ACTIVITIES—Ccontinued 


Reimbursable obligations (volume of obligations for other accounts) 


1. E ngineering services. __- 
2. Maintenance and operation of shore establishments 
3. Special procurement - ai aeacdeatas 
4. Construction battalion support. ao 

Total reimbursable obligations..__..___- 

Total obligations..........._._-- 
FINANCING 


Comparative transfers from other accounts 


1955 actual 


$300, 000 
16, 654, 878 | 
18, 301, 922 
3 148, 315 


7, 405, 15 


1956 estimate 


$300, 000 | 
17, 440, 000 
10, 354, 300 
1, 905, 700 


30, 000, 000 


1957 estimate 


$300, 000 
12, 000, 000 
10, 000, 000 
2, 700, 000 


25, 000, 000 


“148, 684, 896 


—9, 970, 495 | 


1 53, 766, 000 


—3, 766, 000 


155, 100, 000 


Unobligated balance brought forward (anticipated reimburse- | 
ments to be earned from military assistance fund reserva- | 
tions) ; ao nagenwaevedinins 
Advances and reimbursements from other accounts: Reim- 
bursements from current year military assistance fund reser- 
vations. 2 
.«imbursements from non- Federal sources (41 U. 
All other 
Future years’ anticipated reimbursements from current year 
military assistance fund reservations 
Unobligated balance carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance 
fund reservations) - - ‘J Recital 
Unobligated. balance no longer available 


—454, 907 | 


| —1,306, 231 
8. C. 231 (e))_|  —9, 013, 116 


—979, 500° 
—30, 272, 631 | 


— 28, 820, 500 


254, 907 | 
69, 700 | 


120, 069, 700 | 


454, 907 


6,171, 57 | 200, 000 


"104, 294, 000 | | 130, 100, 000 


| 


Appropriation - -- 
| 


Obligations by objects 


Object classification 


1955 actual 


| 1956 estimate 


1957 estimate 





DEPARTMENT OF THE NAVY 


Summary of personal services 


fotal number of permanent positions. - 
\verage number of all employees- -- 
Number of employees at end of year. - 


\ verage salaries and grades: 
General schedule grades: 
Average salary 
Average grade _ _ 
Ungraded positions: Average salary 


Personal service obligations: 
Permanent positions 
Regular pay above 52-week base - - 
Payment above basic rates 


Total personal service obligations. 
Direct obligations (volume of obligations for service account) 


Ol 
02 
03 
04 
05 
06 
07 
US 
OY 


15 


Personal services... 

Travel. 

Transportation of things 
Communication services 
Rents and utility services_- 
Printing and reproduction 
Other contractual services - - - - 
Supplies and materials. 
Equipment. - os 

Taxes and assessments _- 


Total direct obligations 


$4, 471 | 
GS8-6.3 | 
$3, 661 


75, 698, 954 
306, 064 | 
2, 205, 706 


78, 210, 


724 


74, 964, 229 
1, 040, 678 
2, 711, 445 

502, 973 
3, 143 299 | 
612, 604 
7, 747, 517 

15, 267, 044 
4, 925, 922 | 

343, 868 | 


111, 259, 579 


21, 360 | 
18, 547 
19, 424 | 


$5, 031 | 
GS-6.7 | 
$3, 712 


76, 650, 000 
333, 500 
2, 209, 500 


000 


79, 193, 


75, 965, 000 
1, 503, 000 
2, 815, 000 

526, 000 

3, 793, 000 

728, 000 

11, 013, 000 
17, 761, 000 
9, 365, 000 | 

274, 000 


123, 743, 000 


21, 259 
18, 412 
19, 245 


$5, 056 
GS8-6.7 
3, 724 


75, 315, 000 
2, 210, 000 


77, 525, 000 


74, 392, 000 
1 366, 000 
2, 710, 000 

524, 000 
4, 259, 000 
1, 045, 000 

12, 503, 000 

17, 619, 000 

15, 392, 000 

267, 000 


130, 077, 000 
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Obligations by objects—Continued 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


DEPARTMENT OF THE NAVY—continued 
Reimbursable obligations (volume of obligations for other accounts) | 


01 Personal services. 

05 

07 

08 Supplies and materials-_-_-__--- 
09 Equipment 





Total reimbursable obligations.-_..._-............_------ 37, 405, 115 


Total, Department of the Navy.....-..-....-.----...---| 148,068, 604 | 153,743, 00 153, 743, 000 | 





ALLOCATION TO DEPARTMENT OF INTERIOR 


Total number of permanent positions 

Full-time equivalent of all other positions- ‘ 
Average number of all employees ------..-..------------------- 
Number of employees at end of year_.-.--.....-.--- 





| 
| 
| 


Oo er GO 
long & 








Average salaries and grades: | 
General schedule grades: | 
IEE a hike 00+ ockedis whederReiadieee anecel $5, 05 | $5, 531 





Average grade _-___- Sameer cde cana Gs —7. GS8-7.5 
Ungraded positions: Average salary $3, 98: $4, 129 





01 Personal services: | ie 


Permanent positions___-_- $10, 269 B, $17, 064 
Positions other than permanent 281 ‘ 


Regular pay above 52-week base eta‘ aaintnonal 42 | 
Payment above basic rates kaon ee 137 | 
‘TOtal ParSONAl PET VICNE.. .... concn cwcscssenssces “10, 729 
Travel__ sds acs Th pals asd. <aceneeen 101 
Transportation of things 1, 247 | 
Communication services.----.-..........-.......-- 551 
Rents and utility services_- eee are etree ; 258 
Printing and reproduction . s e. ee areal 4 
Other contractual services__-_..--- dereivatcww agenda 2, 006 
Supplies and materials_-----.-_---- 1, 783 
Taxes and assessments. ---- snenleeecpiodacenks esiiie 23 


Total, Department of Interior 16, 702 
ALLOCATION TO DEPARTMENT OF THE ARMY 


Other contractual services. ; 3, 500 | 














Total obligations 148, 684, , 766, 155, 100, 000 
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Budget authorizations, expenditures and balances 


1955 actual 1956 estimate | 1957 estimate 


RUDGET AUTHORIZATIONS AVAILABLE 


Appropriation | $104, 294,000 | $120,069, 700 | $130, 100, 000 
Obligated balance brought forward (appropriation and reim- | 
bursements earned) , 240, | 7, 537, 529 22, 537, 529 
Reimbursements earned from prior year military assistance | 
fund reservations — 200, 000 
Increase in prior year obligations 4, 639, 061, | re 
Total budget authorizations available from appropria- | 
tions and reimbursements earned _ - -| 128,173, 126 7,407,229 | 152, 437, 529 
Unobligated balance brought forward (anticipated reimburse- 
ments to be earned from military assistance fund reserva- 
tions) : 254, 907 
Future years’ anticipated reimbursements from current year | 
military assistance fund reservations 


Total budget authorizations available 3 , OF 127, 862,136 | 152, 692, 436 








EXPENDITURES AND RALANCES 


Expenditures— 
Out of current authorizations 89, 180, 349 98, 000, 000 100, 000, 000 
Out of prior authorizations 24,077,866 | 7,000,000 20, 000, 000 
dk boa obit on = hipein ones caine sienten cies 113, 258, 215 105,000,000 | 120,000, 000 
Obligated balance transferred to ‘‘Research and development, 
Navy” (68 Stat. 345) 1, 205, 805 be Seabed oaks 
Obligated balance carried forward (appropriations and reim- 
bursements earned) 7, 537,529 | 22, 537, 529 32, 437, 529 

Unobligated balance no longer available 6, 171, 577 69, 700 | 200, 000 





Total expenditures and balances from appropriations 

and reimbursements earned 128, 173, 126 | 127, 607, 229 152, 637, 529 
Unobligated balance carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance 
fund reservations) 454, 907 254, 907 54, 907 











Total expenditures and balances 128, 628, 033 | 127, 862, 136 152, 692, 436 


Mr. SHepparp. We have appearing before us today Capt. J. A. 
McHenry, Acting Chief of the Bureau of Yards and Docks to present 
the Bureau’s appropriation requirements for the coming fiscal year. 

At this time, as the chairman of this committee, I would like to 
state for the record that we deeply regret the passing of Admiral 
Perry, whom we all knew well and favorably for many years. 

It is my understanding that the present Chief of the Bureau is 
having medical treatment and we hope he has a speedy and complete 
recovery. 

Captain, you have a prepared statement here of some 3% pages 
which we will insert in the record at this point. 

We will get the individual details as we desire to obtain them as a 
result of our inquiry. 

(The statement is as follows:) 
GENERAL STATEMENT 

Mr. Chairman and members of the committee, I am pleased to appear before 
this committee and report on the programs of the Bureau of Yards and Docks, 
and to present our plans for the fiscal year 1957 as financed from the appropriation 
“Civil engineering, Navy.” 

The funds that will be required to support the programs under this annual 
appropriation in fiscal year 1957 total $130,100,000, or a net increase of $6,334,000 
over the funds available in fiscal year 1956. Mainly, this increase is required for: 
Additional functions and facilities... .............--....-.-...--- $5, 411, 076 
Navywide procurement programs 2, 457, 000 


Operation Deepfreeze 1, 300, 000 
Procurement of replacement equipment 816, 000 + 


9, 984, 076 
74195—56——_53 
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This indicates that additional programs totaling $9,984,076 will be supported 
with an appropriation increase of only $6,334,000. Funds requested for fiscal 
vear 1957 are therefore $3,650,076 less than those appropriated in fiscal year 1956 
for support of the same functions. 

This appropriation consists of five budget activities, each of which I will discuss 
briefly. 

For the first budget activity, ‘‘Engineering services,”’ an aanount of $17,129,000 
is required to provide technical engineering services to the entire Naval Shore 
Establishment including Marine Corps installations. This represents a net 
decrease of $250,000 compared to the funds available for this budget activity in 
fiscal year 1956. 

Budget activity 2 provides for the maintenance and operation of specific shore 
establishments for which $89,530,000 is requested in the fiscal year 1957. This 
activity is considered of especial importance as the purpose of the establishments 
financed from this program is primarily to support requirements of the active 
and reserve fleets. There is an increase of $2,220,000 over the funds available 
for this budget activity in the fiscal year 1956, all of which is for support of 
additional functions and facilities. 

Budget activity 3, ‘‘Special procurement,’”’ provides for major procurements 
financed from this appropriation, at an estimated cost of $8,720,000. The items 
procured are all in support of Navywide programs. The funds requested for 
fiscal year 1957 indicate an increase of $2,457,000 as compared with the funds 
provided for this activity in fiscal year 1956. This increase provides for the 
procurement of replacement vehicles throughout the Naval Establishment, 
additional warfare defense material and equipment, and other specialized items 
of equipment under the technical control of the Bureau of Yards and Docks. 
As there are several detailed programs comprising this budget activity, I will 
not go into further explanation at this time. However, shopping lists and status 
of programs will be fully presented and explained if desired. 

Budget activity 4 provides support of the construction battalions (Seabees) 
at an estimated cost of $8,992,000. This is an increase of $1,935,000 over the 
funds provided in fiscal year 1956. The major increase in this program is 
$1,300,000 for a special mobile construction battalion project (Antarctic expedi- 
tion). The balance of the increase represents funding required for increased 
outfitting of active construction battalions, and equipment to replace items 
wornout through usage. 

Budget activity 5 provides support of Departmental Administration of the 
Bureau of Yards and Docks in Washington, D. C., at an estimated cost of 
$5, 729,000. This is a decrease of $28,000 from fiscal year 1956. 

I would like to point out that performance of the functions of the Bureau of 
Yards and Docks during fiscal year 1955 resulted in income accruing to the 
Government of over $12 million. This includes such programs as (1) rental 
housing, $7,419,000; (2) sale of personal property (Public Law 152), $675,000; 
and (3) disposal and outleasing of real property, $4,178,000. In addition, the 
value of maintenance received by the Government from outleased industrial 
reserve plants amounted to $3,163,000. 

In closing, I assure you that in presenting this 1957 budget request for the 
appropriation ‘Civil engineering, Navy,’ I have made every effort to effect 
economies wherever possible. The funds requested have been carefully considered 
and reviewed, and are the minimum necessary in support of the functions assigned 
to the Bureau of Yards and Docks under this appropriation. 

As of January 31, 1956, obligations and commitments total $94,936,300 as 
compared to the fiscal year 1956 appropriation of $120,069,700. The balance of 
$25,133,400 representing less than 21 percent of the appropriation will be fully 
obligated prior to the end of the fiscal year. 


COMPARATIVE TRANSFER 


Mr. SHepparp. Explain for the committee the comparative trans- 
fer of $3,766,000 for fiscal year 1956 as shown on page 2 of the green 
sheets. 

Captain McHenry. Mr. Chairman, I would like if I may, with 
your permission and that of the committee, to defer to Mr. Cochrane 
all questions on the green sheets. 
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Mr. SHepparp. That will be your perogative not only in this 
instance but throughout the hearings. When the record comes to 
you if there is some statement in the record which you find is not 
consistent you will have the right of changing the record. 

Captain McHenry. Thank you, sir. 

Mr. Cocurane. In 1956 we had comparative transfers for the cost 
of the naval station at Pearl Harbor, newly established public works 
center at Subic Bay in the Philippines, additional family housing taken 
over from other activities at Guam, and additional public quarters 
taken over from the Army in Japan. All these total $3,931,000. 

Offsetting these increases we had two minor decreases, one of 
$66,000 which was a transfer for forms and publications which was 
put under one program; and medical facilities at Bureau of Yards and 
Docks, managed activities, of $99,000. 

The net comparative transfer into this appropriation is $3,766,000. 


UNOBLIGATED BALANCES 


Mr. SHEPPARD. On page 2 you also identify an unobligated balance 
no longer available of $200,000 in the fiscal year of 1957. Would you 
identify this balance for the benefit of the committee? 

Mr. Cocurane. The $200,000 is an estimated unobligated balance 
applying to the military defense assistance program. This law 
expires June 30, 1957; unless these deliveries are received this balance 
will be unobligated and revert to the Treasury. 

It is part of the $254,907 shown on the second line which we estimate 
will not be delivered by June 30, 1957. 

Mr. SuHupparp. Again I notice a rather substantial increase in the 
obligated balance carried forward from 1 year to the other; for 
example, in 1955, there is reflected $7.5 million increasing to $22.5 
million in fiscal year 1956, and estimated at $32.4 million in the 
fiscal year 1957. 

What is the reason for this steady increase? 

Mr. Cocurane. The increases in 1955 are occasioned by programs, 
from 1953 and 1954, which were obligated but had not reached the 
expenditure stage and therefore carried forward into fiscal year 1955. 
Those items are primarily undelivered major procurements which 
total almost $12 million, and some special projects which total 
$5,400,000 under contract, and some miscellaneous items of approxi- 
mately $2 million, or the $19,240,065 as shown on the green sheets 
for 1955. For end of year 1955, the obligated carryover was con- 
siderably lower, due to smaller appropriations in fiscal years 1954 and 
1955, particularly in the major procurement area. This carryover is 
composed of undelivered major procurements, $2 million, special 
projects, $4 million, and miscellaneous contractual services of $1.5 
million. This totals the $7.5 million reflected in the green sheets. 
For fiscal year 1956, the obligated carryover has increased to $22.5 
million because of the larger procurement programs in 1956. This 
carryover consists of $14 million in undelivered major procurements, 
$4.5 million in special projects and $4 million for miscellaneous con- 
tractual services. The carryover indicated for fiscal year 1957 of 
$32.4 million consists of undelivered major procurements of $22.4 
million, special projects of $4 million, and miscellaneous contractual 
services of $6 million. 
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Mr. SHEPPARD. For the purpose of the record define miscellaneous 
as the money was applied, please? 

Mr. Cocurang. The miscellaneous area is engineering studies 
under contract which go over for 2 or 3 years. Miscellaneous con- 
tracts dealing with A and E contracts for various items not completed 
normally in the course of a year, payment is due upon receipt of the 
finished product, sir. 

REPROGRAMING 


Mr. SHepparD. Would you explain for the benefit of the committee 
the necessity for the various items of reprograming set forth in your 
special report of reprograming submitted to the committee as of 
December 31, 1955? 

Captain McHenry. The reprograming required during fiscal year 
1956 in the appropriation CEN was occasioned by the passage of 
Public Laws 94 and 189 of the 84th Congress. Those laws provide for 
increased salary rates for classified employees and increased official 
travel allowances without provision of funds to cover any additional 
costs, 

A thorough evaluation of all programs financed from the appropria- 
tion CEN indicated that 2 budget activities, No. 1, engineering 
services, and No. 5, departmental administration, could not absorb 
any of these additional costs. In addition neither could Navywide 
procurement, construction battalion support, recurring maintenance 
and operating support of shore establishments. 

In order to support this increase we determined that there were 
only two areas where we could possibly intelligently defer and transfer 


funds. That was in the areas of special projects and funds for 
transportation of things. These special projects necessarily would 
have to be deferred until subsequent years appropriations. 


DEFERRED MAINTENANCE 


Mr. SuepparpD. I notice a decrease in funds requested for main- 
tenance and operation of shore establishments. What effect did 
this have on your maintenance program and were you able to pick 
up this deferred maintenance in your 1957 budget estimate as presently 
before the committee? 

Captain McHenry. The basic effect that a reduction in main- 
tenance funds reflects is that that maintenance will have to be deferred 
until later appropriations. 

If that deficit is not ultimately picked up it then could ultimately 
become an item in the military construction program for the replace- 
ment of a facility. 

Mr. SHepparp. Addressing myself specifically to the maintenance 
aspect and that is all for the moment, how long has your maintenance 
backlog been building up on you insofar as its field requirements 
presentation is concerned to the Bureau, plus the ability of the 
Bureau to take care of maintenance in proportion to the appropria- 
tions granted for maintenance functions? In other words, how much 
of a backlog do you estimate at the moment you may have in that 
field? 

Captain McHenry. I think our backlog in that field is in the area 
of $45 million. Of course, that consists of an accumulation of requests 
for funds for special projects which we have not seen fit to finance at 
this time. 
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Mr. SHEPPARD. Would you define special projects for our benefit? 

Captain McHenry. Special projects are items of minor construc- 
tion and rehabilitation and repair which would not be considered 
straight maintenance in day-to-day operation. It is a new roof on a 
small building, for example. 

Mr. SHepparD. Taking into consideration your a requests as 
reflected in the bill we are presently inquiring into, what amount of 
funds do you have in this request, and if they are granted would be 
applicable to maintenance as such? 

Captain McHenry. Our total figure of maintenance in the budget 
is $89.5 million. 

Mr. SHepparD. What was your request to the Comptroller’s Office 
of the Navy at the time the preparation went up to the Comptroller 
for his consideration? 

Captain McHenry. $108.5 million. 

Mr. SHEPPARD. What was the figure after it left the Comptroller’s 
Office of the Navy, Captain, and went over to the Defense Depart- 
ment Comptroller? 

Captain McHenry. $97.2 million. 

Mr. SHepparp. What was the request which finally reached the 
Bureau of the Budget from the Office of the Secretary of Defense? 

Captain McHenry. $92.5 million. 

Mr. Suepparp. And the bill presently carries $89.5 million? 

Captain McHenry. Yes, sir. 

Mr. SHepparpD. From the presentations and following them chrono- 
logically from step to step it would be indicated that in the present 
Budget you are building up a very heavy backlog in the maintenance 
field as compared with the last 3 years’ budgets. Is my assumption 
a proper or an improper one? 

(Discussion held off the record.) 

Mr. SuHeprarp. How does your 1957 estimate compare with the 
1955 and the 1956 estimates? 

Captain McHenry. The 1955 request was $81.8 million; the 1956 
request was $87.3 million. The current request is $89.5 million. It 
is an increase currently over last year’s request of $2.2 million. 

Mr. Suerrparp. How much of last year’s request did you lose in 
the reprograming? 

Captain McHenry. In the maintenance area? 

Mr. SHepparp. Yes. 

Captain McHenry. There was $1,082,000 reprogramed in mainte- 
nance and operation. 

Mr. SuHepparp. Are we not building up a backlog of requirements, 
so far as preservation of our established buildings and various appur- 
tenances thereto which fall within the maintenance category are con- 
cerned, which either has reached or is rapidly reaching the point of 
diminishing returns? 

Captain McHenry. I think, Mr. Chairman, to answer that ques- 
tion, rather than yes or no, it would be necessary, first of all, to 
analyze the establishment we are talking about. 

I think the World War II temporary structures which have not 
been replaced or rehabilitated leave us with a very heavy burden to 
maintain and operate. They were never planned for the purpose for 
which they are presently being utilized. 
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Mr. Suepparp. Before going further, however, you are not replac- 
ing these buildings by new construction, either, are you? 

Captain McHenry. In a large part, yes, sir. Our present public 
works, our military construction budget, has a great number of 
replacement facilities items in it. 

Mr. Suepparp. Taking into consideration the amount of replace- 
ment through new construction in the budget authorization, what 
percentage would be left when you have consummated the new con- 
struction program which would fall into the category of temporary 
types of structures, and so forth, which still will have to be maintained 
supposedly because of continuity of use? 

Captain McHenry. That is a very difficult question to answer 
without first of all bringing in time. Do you mean at the end of the 
program we are presenting? 

Mr. SHepparp. That is right. We cannot go beyond that. I 
wouldn’t care to. 

Captain McHenry. Our ultimate plan is to replace them all. 

Mr. SHepparpb. That is an ultimate plan and it is not immediately 
determinable, is it? 

Captain McHenry. No, sir. The economic ability of the country 
to provide funds to rehabilitate and replace these facilities is some- 
thing which has annual limitations. We are hoping ultimately to 
accomplish it. 

I am trying not to hedge, but I do not know the answer. We can 
cast a figure for it and supply it for the record. 

Mr. SHEPPARD. Premised upon the following procedures, I realize 
the fact when you come up here you have restrictions under the budget 
requirements, and I respect the position you are in. However, that 
does not circumvent this committee from inquiring into the ramifica- 
tions of what may develop into unnecessary expenditures in the 
maintenance field. 

Good business, as I have always understood good businessmen to 
discuss it and pronounce it, has indicated that if you are going to 
maintain the use of buildings, that a certain percentage per year should 
be allocated to those particular buildings for maintenance purposes. 
That has been the rule throughout my existence and knowledge. I 
don’t think it is any different in the United States Navy or any other 
military branch. 

I am trying to establish here again just how far behind we are and 
what we ultimately will pay for deferring maintenance as maintenance 
has been deferred, irrespective of the necessity that may be evidenced 
in the minds of some. 

Captain McHenry. I think the area you are talking about is a 
very positive area. I think the dimensions of it, however, are in- 
tangible. 

We always feel—not we in the Navy but we in the engineering and 
operating business—always feel we never have enough money for 
maintenance, because so much more has to go into operations and 
various other fields of effort. 

Generally speaking, I think the amount of improvement of the 
type of maintenance we are presently providing is giving us a lot 
better maintained naval establishments than the same dollar would 
have 5 years ago. 

There is a deficiency in total maintenance funds availability. 
The amount of that I could not evaluate. 
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Mr. SHepparp. When the record comes down to you you can 
review the questions, and if you wish to refine your answers or if you 
have something more definite I would appreciate your inserting them 
in the record. 

Captain McHenry. Very well, sir. 

Mr. SHepparp. I realize the fact that much of my inquiry has 
been directed to an undeterminable factor. On the other hand, 
there is a percentagewise determinable factor that I think is self- 
evident and could be reflected. 

Captain McHenry. You are absolutely right, sir. 

(The information referred to is as follows:) 

The level of maintenance funds during the past several years in the appropria- 
tion ‘‘Civil engineering, Navy’ has not been sufficient to accomplish all necessary 
repair and rehabilitation work. This has resulted in a steadily increasing backlog 
of deferred maintenance projects which now totals approximately $45 million in 
the aggregate, which percentagewise is about 50 percent of this year’s total 
request for the maintenance and operation of activities supported by this 
appropriation. 


CONTRACTOR FUNCTION IN SPAIN 


Mr. SHEPPARD. Several of my colleagues who apparently have been 
throughout Europe in the past year, have requested that I ask you 
about the general situation as it prevails in the contractor function in 
Spain and all of the contracts which have to do with the Spanish 
airfield operation to which Navy is presently addressing itself? 

Captain McHenry. Mr. Chairman, I will attempt to answer that 
question, but I am sorry that I didn’t know it was coming up before- 


hand, because we have available to us here in Washington Captain 
Godson, officer in charge of construction from Spain. 

Mr. SHepparb. If you wish, when the record comes down to you, 
and we will get more information on this subject when the other 
portion of the bill comes up. You may confer with Captain Godson 
and insert this explanation in the record. 

Captain McHenry. Yes, sir. 

(The information referred to is as follows:) 


RELATIONSHIP BETWEEN AMERICAN MILITARY AND SPANISH AUTHORITIES 


At the present time American niilitary personnel are experiencing no difficulty 
with Spanish authorities in the prosecution of the Spanish construction program. 
Throughout the past year various negotiations were undertaken with Spanish 
authorities, the more outstanding of these being (1) a firm understanding of the 
applicability of certain Spanish Jabor laws and (2) the relationships of command 
for the naval air station at Rota, Spain. Although extensive discussions were 
required in both of these problems in order to obtain a meeting of the minds, 
complete agreement favorable to the United States was reached. 


RELATIONSHIP BETWEEN AIR FORCE AND NAVY PERSONNEL 


Coordinated effort between Air Force and Navy personnel working on the 
Spanish program is the factor which is responsible for the excellent progress 
being made by the architect engineers in the development of the necessary plans 
and specifications within the criteria established by the Air Foree. Additionally 
in order to further the cooperative efforts of the construction personnel] in the 
field, Air Force officers have been assigned under the Navy resident officers in 
charge of construction at each of the sites of major construction. In this manner, 
detailed construction problems are resolved in the field satisfactory to both Navy 
and Air Force with no delay of construction for referral to central offices. 
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STATUS OF CONSTRUCTION 


Based on a $250 million program, it is now between 25 and 30 percent complete. 

We have lost practically 4 months’ (beginning with December 1955) time 
because of poor construction weather. It has been the coldest winter in Spanish 
history. However, the weather is improving now, and we are making better 
progress. 

The pipeline being constructed now is over 100 miles long which is almost 25 
percent of the entire project. 


INCREASE IN ESTIMATES FOR 1957 


Mr. OstertaG. Captain, in your statement you point out that the 
appropriation for fiscal 1957 calls for $130,100,000, or a net increase 
of $6,334,000 over the funds available for fiscal 1956. 

You say that that merease is required for $9,984,000, or a difference 
of $3,650,000, which is not provided for in this budget. Is that 
correct? 

In other words, your requirements are $3,650,000 more than you 
are actually requesting? 

Captain McHenry. No, sir. 

Mr. Ostrertac. Will you explain to me where that difference lies? 

Captain McHenry. I would be very pleased to, sir. In this 
year’s budget we have assumed a responsibility for $9,984,076 worth 
of new functions, facilities, and programs which were not included in 
last year’s budget. 

We have assumed $9.9 million more responsibility with an additional 
request of only $6,334,000. 

Mr. Osrertac. That is my point. 

Captain McHenry. In other words, the amount of facilities and 
responsibilities that we operated and stood responsible for last year, 
we are handling this year for $3,650,000 less. In other words, the 
same items we came in for last year we are asking $3,650,000 less this 
year. 

’ Mr. Osrertac. Is there a carryover of unobligated funds which 
would make it possible to meet these requirements? 

Captain McHenry. No, sir. We are merely asking for $3% million 
less than we asked for last year for the same function. We are 
adding $9 million worth of function and our total increase is actually 
$6.3 million. 

Mr. OstertaG. In other words, in your statement you itemize the 
functions totaling $9,984,000 merely to show that that is what you 
require but not what you are getting? 

Captain McHenry. No, sir. We list those to show these as new 
items into the 1957 budget which we did not have last year. These 
are new responsibilities which have been transferred to the Bureau 
of Yards and Docks. 

Mr. OstrertaG. Then the $3,650,000, which is the difference be- 
tween your new requirements and what you are getting, was absorbed 
in your overall budget figures? 

Captain McHenry. It is a reduction in operation cost for the same 
subject over last year’s requirements. 

Mr. OstertaG. That is all, Mr. Chairman. 
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SPANISH PROGRAM 


Mr. Suepparp. I would like to add to the information I requested 
you furnish through Captain Godson the following: 

Government employees, one, total amount of military, two, total 
amount of civilians, and the occupations. You can set that up in 
table form if you so desire. 

Captain McHenry. Yes, sir. 

(The information requested is as follows:) 


SpaAIn PROGRAM 


The officer in charge of construction (OICC) is assigned responsibility to 
represent the Chief of the Bureau of Yards and Docks in the supervision and 
general direction cf the work. He is located in Madrid with representatives at 
each site of construction. The general supervisors of the sites are known as 
resident officers in charge of construction. o assist the officer in charge of con- 
struction in the job are officers of the Civil Engineering Corps of the United States 
Navy and American civilian personnel of technical experience. At the central 
office are engineers who act as project administrators or coordinators, legal ad- 
visers, labor-relations officers, material requirement and procurement coordinators, 
accountants, disbursing officers, and general administrative officers. American 
personnel are assigned the positions of key responsibility with local Spanish per- 
sonnel being assigned within the various organizational units for duties such as 
typists and stenographers, mail and file clerks, messengers, guards, and other 
tasks of responsibility as qualified. A similar organization exists to a lesser degree 
at each site of construction, although many of the functions required in the 
administration of the construction, such as legal, labor relation, accounting, and 
disbursing are limited to the central office. he size cf the site organization is 
dependent upon the magnitude and complexity of the operation at the particular 
site. The number of personnel is determined by the number of the sites with 
consideration being given to the requirements for each site and adequate cen- 
tralized support. 

The architectural and engineering service for the entire Spanish base con- 
struction is being performed by means of a aomegn Sane fos contract with a 
joint venture composed of the firms of Metcalf & Eddy, Frederick R. Harris, Inz., 
Shaw, Metz & Dolio, and Periera & Luckman. This joint venture is located in 
Madrid. It is responsible for preliminary studies; topographical and other sur- 
veys; soils, materials and meteorological studies and investigations; sketches and 
layout plans; estimates of cost; adaptation of Government designs, drawings, 
specifications, and standards for buildings and other structures to the proposed 
project; preparation of detail designs, specifications, and drawings; preparation of 
final designs, detailed working drawings and specifications; checking and approving 
of all shop and working drawings and preparation of as-built drawings upon com- 
pletion of each phase of the construction work. The organization is composed of 
technical and administrative personnel. As many of the drawings, sketches, 
ean layout plans and material lists must be prepared in Spanish and 

inglish and the base lines with elevations, etc., must be tied into local Spanish 
datum, many Spanish employees are employed in technical positions in addition 
to those locally hired for routine jobs such as translators, clerks, telephone oper- 
ators, guards, and other tasks cf minor nature. Even though the majority of these 
employees are located in Madrid, some must be located at the various construction 
sites and some are located in the States. These latter employees are mainly 
engaged in modification of existing plans and specifications and other factors 
lending themselves to stateside operation. 

The construction of the Spanish bases is being performed by means of a cost- 
plus-a-fixed-fee contract with a joint venture composed of the firms of Brown & 
Root, Inc., Raymond Concrete Pile Co., and Walsh Construction Co. This 
joint venture is located in Madrid. It is responsible for the construction of the 
bases. These bases are strategically located in various parts of Spain. The 
contractor utilizes Spanish subcontractors to the extent possible. The overall 
construction and key supervision of the construction is the responsibility of the 
contractor. While the central organization is located in Madrid for planning, 
contract negotiation, material procurement, accounting, and employee pay, the 
organization is dispersed to the job sites for actual operation of the construction 
phase. The maintenance and operation of equipment; receipts, storage, and issue 
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of supplies and materials; inspection; and all other construction phases are 
performed at the job sites by Americans and Spaniards in both technical and 
nontechnical capacities. The deployment is consistent with the job underway 
and varies with the magnitude as well as the particular type of installation being 
constructed. 

The financing of the program and personnel employment is as follows: 


A. Total authorizations, by fiscal year 





Fiscal year | Air Force | Navy Total 


69, 464, 000 19, 272, 000 88, 736, 000 
0 | 0 


0 
48, 157, 000 25, 652, 000 73, 809, 000 
| 73,624,000 32, 215, 200 105, 839, 200 
| 45,279,000 | 12,334, 500 57, 613, 500 


89, 473, 700 | 325, 997, 700 











Navy Total 


| 

18, 932,000 | 78, 981, 000 
0 

25, 652, 000 67, 321, 000 

31, 682, 300 71, 682, a 


. Personnel employment status report as of Feb. 29 


Architec- 


turtf em- Construe- 


Ribinitoiebabenitl hein acticin 
271 | 811 | 


133 Navy plus 9 Air Force officers. 


D. Status of obligations, expenditures and subcontracting as of Feb. 29 


CI ee citwank-ass to <nkane-sk--dansenves-ebitenteinemies $135, 700, 000 
56, 800, 000 
117, 029, 000 


JUSTIFICATION OF THE ESTIMATES 


Mr. SHEPPARD. Insert pages 2 through 7 at this point. 
(The pages referred to are as follows:) 


Justification of estimates for fiscal year 1957 








| Faa year | Fiscal year | Fiscal year 
1955 1956 1957 





Total obligations_- $148, 684, 896 | $153, 766,000 | $155, 100, 000 
Obligations payable out of reimbursement 37, 405, 115 30, 000, 000 25, 000, 000 


Total obligations payable from appropriated funds 111, 279, 781 123, 766, 000 
Net adjustments (transfers, balances, etc.) -.--.----------.-.---- —6, 985,781 | —3, 696, 300 


Appropriation or estimate | 104, 204, 000 | 120, 069, 700 | 130, 100, 000 


—————— ——_———$$ | 


. 
| 


ites 





By law, Navy regulations and directives, the Bureau of Yards and Docks is 
assigned various duties and responsibilities related to civil and allied engineering 
functions. These technical responsibilities apply to the entire Naval Establish- 
ment. In general, the funds required during the fiscal year 1956, were programed 
in accordance with the latest available factual information and these funds are 
the base for attaining the estimates for fiscal year 1957 in accordance with the 
Navy program objectives and other directives and information. Further, the 
estimates have been prepared with the basic objectives of maintaining and operat- 
ing the Naval Establisment as economically as possible consistent with planned 
naval strength and activity. 

The funds requested herein for the fiscal year 1957 are $6,334,000 more than 
those required in the fiscal year 1956. This results in a total request for the fiscal 
year 1957 of $130,100,000 as compared with $123,766,000 for fiscal year 1956. It 
should be pointed out that the increase in the funds being requested in the fiscal 
year 1957 of $6,334,000 is distributed to each of the five budget activities under 
this heading. Discussion of these increases as applies to each budget activity 
will be seen on subsequent pages. 

The appropriation ‘Civil engineering, Navy’’ supports various functions con- 
cerned with the technical supervision of inspection and maintenance of the public 
works, public utilities, and transportation and construction equipment of the 
Naval Establishment. To accomplish these responsibilities, funds are required for 
the support of the district and area engineering offices located in the various naval 
districts and areas at a level consistent with the demands of field activities. Funds 
are also required for the maintenance and operation of such activities as public 
works centers, construction battalion centers, public works departments of various 
naval stations, 39,860 units of Navy housing, and other facilities. In addition, 
funds are included for various categories of special procurement as well as for the 
operational support and equipment for construction battalion units which are 
primarily coneerned with advanced -base construction. 

It is considered that the funds requested are the minimum which will enable 
the Bureau of Yards and Docks to carry out its engineering, technical, and other 
responsibilities in connection with the maintenance and operation of the Shore 
Establishment at the planned naval activity level of operation during the fiscal 
year 1957. 

Civit ENGINEERING, Navy 


Summary of obligations by budget activity 





| Increase (+) | | Justifi- 
| | or decrease usti 
a 1956 estimate | 1957 estimate |(—), difference) cation 

ons \1957 compared) page 
| with 1956 | 


Budget activity 


Engineering services... .. $15, 876, 304 | $17,379,000 $17, 129, 000 | ~—$250, 000 | 

Maintenance and operation of } 
shore establishments 81, 811, 623 87, 310, 000 89, 530,000 | +2, 220, 000 16 
Special procurement. -- 4, 243, 676 6, 263, 000 8, 720, 000 +2, 457, 000 29 
Contouring battalion ‘sup- 
4, 196, 493 He oo 
75 ‘ 


por 
Depemtannaied administration. . 5, 151, 685 5, 757, 000 


5, 729, 000 —28, 000 | 40 


Total obligations pay- | 
able from appropriated 
id 


): simete gimste 8,992,000 | +1, 935, 000 | 34 
| 
| 
| 


1 111, 279, 781+} 2:123,.766,; 000 








130,100,000 | +46,334,000 |___. 


1 Includes net comparative transfers of $9,970,495. 
2 Includes net comparative transfers of $3,766,000. 


JUSTIFICATION OF SUMMARY OF OBLIGATIONS BY BUDGET ACTIVITY FOR FISCAL 
YEAR 1957 


The major changes and differences in each of the five separate activities between 
the fiscal years 1956 and 1957 are highlighted below: 

Budget activity 1—Engineering services.—The funds requested for fiscal year 1957 
reflect a total net decrease of $250,000 as compared to the funds required in fiscal 
year 1956. This net decrease is a result of a reduction in funds required for support 
of technical engineering studies, investigations and planning for the Navy Shore 
Establishment and a decrease in funds required for technical supervision of reserve 
plants. A slight increase in funds is required for maintenance and operation of 
the district and area engineering offices due to the operating costs of two new 


field offices. 
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Budget activity 2—Maintenance and operation of shore establishments.—This 
budget activity provides funds for the Bureau’s responsibilities with regard to the 
maintenance and operation of the Naval Shore Establishment. The minimum 
funds necessary to maintain and operate the activities and functions in this budget 
activity reflect an increase of $2,220,000 as compared to the amount for this budget 
activity in fiscal year 1956. Additional functions and facilities to be maintained 
in fiscal year 1957 as compared to fiscal year 1956 amount to $5,411,076 which 
includes (1) $1,176,000 for procurement of replacement trucks and construction 
equipment for which no funds were included in the 1956 appropriation, (2) 
$1,595,400 for additional costs of Navy housing, (3) $2,009,000 for procurement of 
collateral equipment for 912 new quarters, and (4) $630,676 for miscellaneous new 
functions and facilities. A reduction of $3,191,076 is reflected in fiscal year 1957 
for the same functions supported during fiscal year 1956. 

Budget activity 83—Special procurement.—This budget activity is the major pro- 
curement activity under this appropriation. It includes the procurement of such 
items as passenger-carrying vehicles for the entire Navy, mobilization material 
and equipment, warfare defense material and equipment, specific items of procure- 
ment for which this Bureau is technically responsible, and transportation charges 
in connection with the intra-Navy movement of equipment and material as di- 
rected by the Bureau of Yards and Docks. 

Budget activity 4—Construction battalion support.—This budget activity provides 
operational and equipment support of construction battalions in the field, both 
overseas and continental United States. 

Budget activity 5—Departmental administration—Funds in support of the 
Bureau of Yards and Docks located in. Washington, D. C., are provided in this 
program. The funds requested for fiscal year 1957 reflect a decrease of $28,000 
as compared to the funds required in fiscal year 1956. 


ENGINEERING SERVICES 


Budget activity No. 1—Engineering services 


Increase (+) 
or de- 
crease (—), 
Project 1955 actual | 1956 estimate | 1957 estimate} difference, 
1957 com- 
pared with 
1956 


1A | District and area engineering offices. _..| $14,324,616 | $15,627,450 | $15, 681,000 +$53, 550 
1B | Technical supervision of reserve plants 271, 515 521, 550 | 520, 000 —1, 
1C | Technical engineering studies, investi- 
gations, and planning 1, 230, 000 | 928, 000 —302, 000 
Total obligations payable from , 
appropriated funds 15, 876, 304 17, 379, 000 17, 129, 000 





—250, 000 





Mr. SHepparp. We will pick up activity No. 1 reflected on page 8 
of your justifications, ‘‘ Engineering services.” 

I will ask you to give the committee a brief general statement as to 
the differences in the funding requirements in this activity between 
the fiscal years 1956 and 1957 as they are reflected on page 8 of the 
justifications. 

Captain McHenry. Additional funds in the amount of $171,900 
are required for support of two new area public works offices located 
in England and Japan. There is a decreased requirement of $118,350 
reflected for other activities. Thus, there is only a net increase of 
$53,550 required for that line item. 


DISTRICT AND AREA ENGINEERING OFFICES 


Mr. SHEPPARD. We will insert the tabulation reflected on page 11 
of the justifications at this point. 
(The information referred to is as follows:) 


ake 


haha aneses: 
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eS ES 
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Subproject 


lst Naval District, Boston.-..............-..-- 

3d Naval District, New York....-.....-....--- 
4th Naval District, Philadelphia 
5th Naval District, Norfolk. ...............---- 
6th Naval District, Charleston. ._............-- 
8th Naval District, New Orleans 
9th Naval District, Great Lakes__...........--- 
10th Naval District, San Juan__..........-_---- 
11th Naval District, San Diego_............-.-- 
12th Naval District, San Francisco 
13th Naval District, Seattle__--.-...........-..- 
14th Naval District, Pearl Harbor 
15th Naval District, Balboa_.............--..-- 
17th Naval District, Kodiak ----.__- 

Severn River Nav: ral Command, Annapolis, 

Md 





ia Public Works Office, London, England_. 
Area Public Works Office, Guam_ .---- 

Area Public Works Office, Yokosuka, Japan... 
Director, Atlantic Division 
Director, Pacific Division 
Assistant Director, Pacific Division 


Total obligations payable from appro- 


I itis tina dtigurtkeiaae een 









AREA PUBLIC WORKS OFFICES IN 


1955 actual 


$1, 048, 069 
868, 604 
864, 978 

1, 126, 073 
938, 922 
774, 383 
897, 209 
384, 520 

1, 545, 549 

¥, 202, 196 

771 


1, 39 
147, 727 
801, 583 
0 
603, 218 
0 


134, 958 
190, 380 


14, 324, 616 





, 152 | 
349, 727 | 








$1, 141, 500 
932, 900 


939, 200 | 


1, 223, 900 
1, 018, 800 
839, 500 
980, 400 
427, 700 
1, 680, 800 
1, 312, 800 


902, 100 | 


1, 507, 500 
390, 600 


239, 400 | 
172, 400 | 


856, 050 
49, 500 
673, 400 


-Project No. 1A—District and area engineering offices 


| 


} 
| 








0 | 
103, 700 


225, 900 


9, 400 | 


15, 627, 450 


| 1956 estimate | 1957 estimate | 


$1, 133, 900 | 


— $7, 600 

926, 700 —6, 200 
936, 400 —2, 800 
1, 215, 800 —8, 100 
1, 015, 500 —3, 300 
833, 200 —6, 300 
973, 400 —7, 000 
426, 200 | —1, 500 
1, 669, 100 | —11, 700 
1, 305, 700 —7, 100 
895, 200 —6, 900 
1, 500, 400 —7, 100 
387, 400 —3, 200 
235, 800 —3, 600 


849, 900 —6, 150 
141, 200 +91, 700 
661, 700 | —11, 700 

80, 200 +80, 200 
100, 500 —3, 200 
222, 500 | —3,.400 

0 | —9, 400 

15, 681, 000 +53, 550 


170, 300 









Increase (+) 
| or decrease 
(—), differ- 
ence 1957 
compared 
with 1956 










































































—2, 100 



























































ENGLAND AND IN JAPAN 


Mr. Suepparp. Would you explain to the committee the need for 
the two new area public works offices located in England and in 


Japan for which you request additional funds of $171,900? 


the 


Bureau of Yards and Docks. 


to serve the entire Mediterranean area. 


That operation is similar in all respects to a district public works 
office, and the area public works officer in London reports directly to 
the Chief of the Bureau of Yards and Docks instead of the operation 


going through New York. 


London, 


Captain McHenry. The previous engineering support prior to 
establishment of the APWO, 
CINCNELM in London from the Director of the Atlantic Division, 
It was considered by the fleet com- 
mander and concurred in by us that that was quite a distance away 
from your local engineering office, and at their request we considered 
favorably the establishment of an area public works office in London 


was furnished 


It is highly successful and getting better all the time. 
Mr. SHepparp. How about the Japanese issue? 


Captain McHenry. The Japanese operation, although it is called 
the area public works office, at this time is essentially an officer in 


charge of construction office. 


They are engaged in the administration of all construction and/or 
maintenance contracts of the American Naval Forces in the Japanese 


area. 


This operation was previously performed by the public works 
officer of fleet activities in Yokosuka, Japan. 


large it could not be borne and a separate activity had to be established. 


The burden 
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Mr. SHepparD. Will that create an elimination of the office you 
had functioning there previously? 

Captain McHenry. No, sir. 

Mr. SHepparp. Added to? 

Captain McHenry. Yes, sir. 


TECHNICAL SUPERVISION OF RESERVE PLANTS 


Mr. SuepparpD. Under project 1-B, I notice you are requesting 
approximately the same amount for the technical supervision of 
reserve plants as you received in’the last fiscal year. 

I note, however, there has been some change in the alinement of 
those plants, and I would appreciate your comments thereon. 

For example, the number of departmental reserve plants has 
increased from 132 to 144; however, the national industrial reserve 
plants have decreased from 64 to 39, or a net total of 196 in the fiscal 
year 1956 compared to 183 for the fiscal year 1957. 

What is the reason for this change and what disposition was made 
of the plants not carried in the fiscal year 1957? 

Captain McHenry. Mr. Chairman, I am not prepared to answer 
that question. Most of our funds in this area are for the adminis- 
tration of plants which are under lease, although we do require an 
annual inspection of all naval industrial plants. 

But the majority of these funds are for the administration of leases 
in connection with these reserve plants. 

Mr. SHepparp. And it would fall more or less under the .material 
command? 

Captain McHenry. These leases are under the Bureau of Yards 
and Docks as the Navy real estate agent and these funds are expended 
in the individual district public works offices. 

Mr. SHEPPARD. What income do you receive from the plants you 
have under lease? 

Captain McHenry. We have that answer, sir. 

Mr. SHepparp. When you answer that give me approximately how 
many of the plants are leased to private industry which I assume 
would be the origin of your income. 

Captain McHenry. The income received during fiscal 1955 was 
$5,676,000. The number of plants under lease to industry at that 
time was 55. 

Mr. SHepparD. On the question relative to disposition of plants in 
fiscal 1956 and contemplated in 1957, I wish you would supply that 
information for the record when it comes down to you. 

Captain McHenry. Very well, sir. We will secure it. 

Mr. SuHepparp. And the type of disposition created, whether trans- 
ferred into inactivity or outright disposition through other means. 

Captain McHenry. Yes, sir. 

(The information requested is as follows:) 
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Tabulation of reserve plants to be dropped from the industrial reserve plant program 
an 1956 


DEPARTMENTAL RESERVE PLANTS 


Name and location of plant Action 
Pacific States Steel Corp., Niles, Calif... Will be sold. 
Worthington Corp., Holyoke, Mass - - - -- National-security clause expires in 
1956. 
Worthingto Corp., Harrison, N. J_____-- Do. 


Worthington Corp., Buffalo, N. Y___---- Do. 
Naval industrial reserve aircraft plant Will be sold. 
(formerly Airborne Instruments Lab- 
oratory, Inc.) Mineola, Long Island, 
N. Y 


Bausch & Lomb Optical Co., Rochester, National-security clause expires in 


N, 2. 1956. 
Worthington Corp., Wellesville, N. Y_-- Do. 
Bethlehem Steel Co., Bethlehem, Pa_ - -- Do. 
Elliott Co., Jeannette, Pa__........._-_- Do. 
Total departmental reserve plants to be dropped in 1956_____._______- 9 


The following plant will be added to the departmental reserve plant pro- 
gram in 1956: Aircraft components test facility, Perry, Ohio: 
Total departmental reserve plants to be added in 1956__________- 


Net decrease in departmental reserve plants in 1956__._.....-_-- 8 


NATIONAL INDUSTRIAL RESERVE PLANTS 


Name and location of plant Action 
Bendix Aviation Corp. (plants 4and 5), Will be transferred to Department of 
South Bend, Ind. the Air Force. 
Bendix Aviation Corp. (plants 12 and Do. 


19), South Bend, Ind. 


Fairchild Engine & Airplane Corp. Will be transferred to Department of 
(Firestone Tire & Rubber Co.), Bur- the Army. 
lington, N. C. 

Bueyrus-Erie Corp. (formerly National Dropped from national industrial re- 


Erie Corp.), Erie, Pa. serve by Department of Defense. 
Globe Union, Inec., Milwaukee, Wis___. Do. 
Total national industrial reserve plants to be dropped in 1956___________.-. 5 
Net decrease in industrial reserve plants for 1956___...........---------- 13 


Tabulation of reserve plants to be dropped from the industrial reserve plant program 
in 1957 


DEPARTMENTAL RESERVE PLANTS 


Name and location of plant Action 
Boston Metals Co., Chester, Pa____.._-- National-security clause expires in 
1957. 
Cooper-Bessemer Corp., Grove City, Pa- Do. 
American Chain & Cable Co., Reading, Do. 
Pa. 
Total departmental reserve plants to be dropped from the reserve plant 
Oreeram. imc1GGFi 2Uisi DOA EAI au bo owes BULALEUU SUL 3 


NATIONAL INDUSTRIAL RESERVE PLANTS 


Jeffersonville Boat & Machine Co., Jef- National-security clause expires in 


fersonville, Ind. 1957. 


Total national industrial reserve plants to be dropped from the reserve 
plant program in 1957 . 
Total decrease in industrial reserve plants in 1957 -_ __- 
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TECHNICAL ENGINEERING STUDIES, INVESTIGATIONS AND PLANNING 


Mr. SHepparD. With reference to project 1-C, give a description 
of the individual itemis requested under this project. It is my under- 
standing this has to do with engineering studies, investigations and 
planning which are rather important to your whole program. Is that 
correct? 

Captain McHenry. Yes, sir. I have this list in detail, Mr. Chair- 
man. 

I will read it or furnish it for the record, as you wish. 

Mr. SHepparD. Without objection, we will insert it in the record. 

(The information referred to is as follows:) 


Fiscal year 1957 engineering investigation projects 





A. Master shore station development plans_._.......-...-------.-- $400, 000 
I a sl ae maltese cs Meat apmenaiind Sr aveermiay Bape 300, 000 
2. Deen wanes... STs SL ee Jed 100, 000 
B. Publis works obudiee.3 iii. Jie Aeneid. ceed. 110, 000 
1. Work study for maintenance and operation of public works 
and pubis wtiitieb. oii. oa 22 se Ss 50, 000 
2. Utility studies in connection with proceedings before pub- 
lis regulatory ‘ameter. 220s el eek ce tk 10, 000 
3. Procedural manual for conservation of utilities.........._- 50, 000 
C. Designs, drawings, criteria, and specifications __...........-.---- 170, 000 
1. Preparation of drawings, standard mobilization structures... 70, 000 
2. Preparation of military procurement specifications - ---_-_-_-_- 30, 000 
3. Criteria for power generating plants___..._.._.....-.------ 50, 000 
4. Criteria for field installation of “G” alarm--__-_...__-_--- 20, 000 
D. Maintenance and allowance lists for floating equipment: 1. Re- 
vising allowance lists for barges, dredges, and power barge-_----- 20, 000 
E. Studies related to complex structural problems--_-._.......-..-.-- 20, 000 
1. Aerodynamic effects of high winds and towers----.--_._-- 10, 000 
2. Plastic deformation of welded structures-_--..........---- 10, 000 
F. Engineering and technical services----.....-------------------- 178, 000 
1. Boiler water treatment and control____.......-..-------- 20, 000 
DS 2. Sn ont cumm nena shim nmene ema edt 40, 000 
3. Contribution to Federal construction council_- --......--_- 12, 000 
4. Hydrographic and beach erosion studies_-.._......._-_-_- 50, 000 
S, Gade CONN vation ERE » 6 pelle n+ see ews dep ae -ccewe 26, 000 
6. Water studies, Marine Corps activities.__..............--- 30, 000 
G. Joint service technical manuals: 1. Contribution for manuals on 
maintenance and operation of public works and public utilities... 30, 000 
Donne Cet ie i did shitctictibln chtehbiibibinhstciidé tintibooews esas $928, 000 


LEASE OF NAVY RESERVE FACILITIES 


Mr. AnpREws. Captain, you say you received $5,676,000 per year 
for lease of the Navy reserve facilities? 

Captain McHenry. Yes, sir. 

Mr. AnprEws. Who collects that rent and what becomes of it? 
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Captain McHenry. The rent is paid in two manners. That figure 
is broken down into direct cash receipts to the Treasury of $2,513,000. 

The other item of $3,163,000 is the cash value of deferred mainte- 
nance performed by the lessee at the plant under the jurisdiction and 
surveillance of the officer in charge of the lease. 

Mr. AnprEws. Do I understand, then, that you do not receive 
$5,676,000 in cash? 

Captain McHenry. That is correct. 

Mr. ANDREWS. $3,163,000 is paid for services performed by the 
lessee? 

Captain McHenry. Labor and material, in plant improvements of 
the established facility. 

Mr. ANDREWS. How do you arrive at that amount of rent which is 
paid for maintenance? 

Captain McHenry. The plant is analyzed at the time of negotia- 
tion for the lease and it is determined, for example, that a certain 
plant will take $300,000 a year to keep in proper operating condition 
from @ maintenance standpoint. 

The cash value, we would say, the rent which should be received 
on that property in order that the tenant would be competitive with 
the industry in which he is engaged, we could assume would be 
$400,000. Therefore we will require the tenant to perform $300,000 
of deferred maintenance projects as directed by the officer in charge 
of the lease, and to furnish $100,000 cash payments to the Treasury. 

Mr. ANpREws. Then you have a tenant paying cash and rendering 
services for maintenance? 

Captain McHrnry. Three categories. Some are paying cash 
directly, some are paying both cash and performing maintenance, and 
some are doing maintenance exclusively. 

Mr. AnpREws. That is all. 


AREA PUBLIC WORKS OFFICE IN JAPAN 


Mr. OstertaG. Captain, under this budget activity No. 1, “Engi- 
neering services,” of course the largest item is under 1—A, with a 
$15,681,000 request, an increase of $53,550 over the budget of fiscal 
1956. 

If I understand correctly, the main change there comes about in 
connection with the establishment of new offices in London and in 
Japan. Is that correct? 

Captain McHenry. Yes, sir. 

Mr. Ostertac. What is the significance between the new item for 
Japan of $80,200 and the decrease in the amounts for the directors of 
your Atlantic division and the Pacific division? Is there any relation- 
ship to the director of the Pacific division’s item? 

Captain McHenry. No, sir. 

Mr. Ostertag. That is a reduction of only $3,400. The assistant 
director is dropped out entirely? 

Captain McHenry. That is correct. 

Mr. OstertTAG. That has no relationship to the Japan office? 

Captain McHenry. No, sir; the Japan office is required for 
increased contract activity in the Japanese area. 

Mr. Ostrertac. Does that mean that you are ready to go over to 
that office? 


74195—56——_54 
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Captain McHenry. It is in business now. 

Mr. OstrertaGc. Where has the money been coming from previous 
to this? 

Captain McHenry. Coming from the administrative funds avail- 
able in each contract. Each line item in the military construction 
program has a 5 percent requirement for Bureau of Yards and Docks 
administrative costs. That amount is presently financing this office 
to the extent that it is capable. 

Mr. OstertaG. Does this mean that there will be a permanent 
district and area office in Japan from here on in? 

Captain McHenry. For so long as we are in Japan performing 
construction operations; yes, sir. 

Mr. Osrertaa. Is this an indication that there is a buildup of 
construction facilities in Japan? 

Captain McHenry. No, sir. It is an indication that the organiza- 
tion which we previously had was not sufficient to handle what was 
going on, and we have bucked it up to where it now can. 


TECHNICAL SUPERVISION OF RESERVE PLANTS 


Mr. Osrrertac. Under “Technical supervision of reserve plants,” 
what is the general expenditure, and what are the principal items of 
expenditures of the $520,000? Is that personal service? 

Captain McHenry. Basically, it is payroll. 

Mr. Osrertac. Does that consist of guards and maintenance people? 

Captain McHenry. No, sir; this is purely professional and adminis- 
trative personnel. The guards and people of that sort are furnished 
by the tenant. These are inspectors who man the plant who provide 
engineering studies to determine the extent of deferred maintenance, 
who provide inspection services to see that this $5 million of income 
from this maintenance operation is, in fact, at proper value and not 
some other value. 

Mr. Ostertaac. As I understand it you have 183 industrial mobili- 
zation reserve plants and that is what this item is for, for technical 
supervision of that number of plants; is that correct? 

Captain McHenry. In all categories, yes, sir, some of which are 
under lease, some are idle. 

Mr. Ostrertac. Where a plant is under lease and you are not pro- 
ducing anything for the Navy, you have no technical supervision there 
in a case of that kind, do you? 

Captain McHenry. Yes, indeed; that is where our greatest tech- 
nical supervision comes. We have a resident representative at the 
plant to see that this man lives up to the terms of his lease, which in 
most cases is the performance of maintenance. He inspects that 
performance of maintenance and puts the true dollar value on it. 
He also directs the performance of maintenance. 

Mr. Ostertac. That is particularly where the tools and properties 
are owned by the Navy? 

Captain McHenry. Exactly. 

Mr. OstertacG. The personnel of the technical supervisors, are they 
engineers? 

Captain McHenry. Yes, sir. 

Mr. Ostertac. What is the payroll? How many people are in- 
volved in this budget item? 
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Captain McHenry. Seventy-seven. 

Mr. OstrertaG. Seventy-seven people? 

Captain McHenry. Yes, sir. 

Mr. OstertaG. They are supervising 183 plants? 

Captain McHenry. Yes, sir. 

Mr. OstertaG. Do they move from plant to plant, or is this some- 
thing where a man is assigned on-the-job duty? 

Captain McHenry. Their basic headquarters is in the district pub- 
lic works office, but if there is a reasonably long-term lease, they will 
be moved right to the plant. 

Mr. Ostertaa. That is all, Mr. Chairman. 


MAINTENANCE AND OPERATION OF SHORE ESTABLISHMENTS 


Budget activity No. 2—Maintenance and operation of shore establishments 





| | 
| Increase (+) 
| 











{ 
i 
| | or de- 
crease (—), 
No. | Project 1955 actual | 1956 estimate | 1957 estimate; difference, 
| | 1957 com- 
| | pared with 
1956 
— | SS _ SS 
2A | Public works centers. -...............-- $15, 008, 615 | $16, 448, 000 $15, 594, 000 — $854, 000 
2B | Public works departments of naval | 
i a ee ei reanaan 31, 385, 927 33, 092, 000 32, 842, 000 | —250, 000 
2C | Construction battalion centers...._..-_- | 20,886,832 | 20,916,000 | 20,925, 000 | +-9, 000 
SUD | Se OIDs. gin cvicisinknnscedn ccna 10, 824,851 | 12,259,000 | 14,809,000 +2, 550, 000 
2E | District transportation pools and other | | } 
S66. 5030 cB ia cane eey'ss0eceek |. 3,705,398, 4,595,000 | 5, 360,000 | +765, 000 
| Total obligations payable from | 


appropriated funds___.......--- | 81, 811, 623 | 87,310,000 | 89, 530,000 -+-2, 220, 000 


Mr. Suepparp. All right, gentlemen, we will pick up our next 
budget activity, No. 2, reflected on page 16 in the record. 

Under “Maintenance and operation of Shore Establishments,” I 
note that you had an actual appropriation in 1955 of $81,811,623; 
1956 estimate, $87,310,000; estimated 1957, $89,530,000 which reflects 
a plus of $2,220,000. 

Please identify for the committee the comparison between your 1957 
and your 1956 funding requirements in this activity with an ex- 
planation of the differences therein. 


PUBLIC WORKS CENTERS 
TRUCKS AND CONSTRUCTION EQUIPMENT 


You are requesting $440,150 for replacement of trucks and con- 
struction equipment, an item for which no funds were included in the 
1956 appropriation. What is the need for this request at the present 
time and how many trucks and what construction equipment do you 
plan to replace? That is a double-barreled question. Take the first 


one first. 


Captain McHenry. Funds in the amount of $15,594,000 are re- 
quested this year for maintenance and operation of the public works 
centers at Guam, Marianas, Pearl Harbor, Subic, Luzon, and 


Norfolk, Va. 
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The amount requested is $854,000 less than approved for the same 
report in fiscal 1956. Regular M. and O. funds requested for 1957 
for these centers are actually $444,041 less than the amount approved 
for the same function in fiscal year 1956. The procurement ofjre- 
placement trucks and construction equipment is included in the 1957 
estimate for which no funds were included in the 1956 appropriation. 
This procurement amounts to $440,150, which indicates a reduction 
of $1,294,150 in total M. and OQ. costs reflected in the 1957 budget 
estimate, compared with 1956 appropriation. 

This automotive equipment, Mr. Chairman, is required because of 
obsolescence basically. .We have not put in for or received any auto- 
motive equipment in this area for the past 3 years. $239,248 of con- 
struction equipment required for use at the public-works centers, non- 
passenger carrying or trucks at the public-works centers $160,888 plus 
$40,014 for freight. 

Mr. SHepparD. What is your comparative figure for cost of your 
trucks in the fiscal year 1957 as compared to that of 1956? 

Captain McHenry. Mr. Chairman, we did not have any trucks in 
for last year but our automotive man is here and can answer it. 

Mr. SHEPPARD. I wanted the comparative figure. I know you did 
not have it in the budget. 

Captain McHenry. We will furnish it for the record. 

Mr. Lowry. The question is not clear to me, sir. 

Mr. SHEPPARD. Compare costs of Navy program trucks in 1957 
against what they were costing in 1956. 

Mr. Lowry. You are referrmg to the procurement price this year 
against last year? 

Mr. SHEPPARD. Yes, sir; I know you did not have them as a yard- 
stick last year, but you should have the information as to what that 
type of truck was at market price for the Navy last year. 

Mr. Lowry. The estimated cost of the trucks proposed for procure- 
ment in fiscal year 1957 is $544,020, as compared to $505,652 using 
came year 1956 truck price schedules, or approximately 7% percent 
higher. 

Mr. SHepparD. Referring to construction equipment you have 
presently referred to, in response to my question would the fact that 
we have leased construction equipment to contractors under accepta- 
ble procedures in any manner influence the new procurement for which 
you are requesting funds for this type of mechanical devices? 

Captain McHenry. No, sir. 


MAINTENANCE PROJECTS DEFERRED AS RESULT OF REPROGRAMING 


Mr. SHEPPARD. We want an explanation of what took place in the 
reprograming in this project because there again is where it is reflected 
that the money was transferred to take care of pay raises and certain 
special projects were deferred because of diversion of funds. What 
were the special projects that were deferred? 

Captain McHenry. We will have to furnish that for the record. 

Mr. SHEPPARD. Please do that. 

(The information requested is as follows:) 
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List of deferred maintenance projects not funded in fiscal year 1956 as a result of 
reprograming funds to meet pay raise 


Public Works Center, Norfolk, Va.: 





T-Bar er Twat be Mirage yeep!) oat $488, 910 

R3-56 Rehabilitation of bulkhead along west waterfront -----_ 100, 000 
Naval station, Tongue Point, Oreg.: 

R2-52 Hydraulic dredging of Mott Basin. _-.._..._.__--_---- 112, 000 
Naval station, Norfolk, Va.: 

R26-55 Rehabilitation of Barracks N, unit K_________-____-- 34, 300 
Naval station, Green Cove Springs, Fla.: 

R4-56 Painting of Homoja housing units___._.........-.----- 74, 400 
Naval station, Long Beach, Calif.: 

R14-54 Repair pontoon barge. .-.........---.-.----------- 36, 490 
Naval station, San Juan, P. R.: 

R2-55 Repair sewer mains resulting from subsidence of grounds_ 40, 000 
Construction Battalion Center, Davisville, R. L.: 

R1—56 Sealing of roads (armor coating) _........_-.--------- 23, 800 

R3-56 Replacement of surface scrap and salvage yard_--__-_-_-_- 22, 100 
Construction Battalion Center, Port Hueneme, Calif.: 

ey | ee ee oc ceeemceuswswnecns a 150, 000 

NE ics csi coccihnabicadidibei Gineeadatathaite aaibaticael wiih pein antitanietaen ota 1, 082, 000 


PUBLIC WORKS DEPARTMENTS OF NAVAL STATIONS 


Mr. SHEPPARD. Project 2B provides for support of 18 naval stations 
compared to 17 set forth last year. What is the new station involved 
and what is the reason for its inclusion at this time? 

Captain McHenry. Naval station, Pearl Harbor, is the new station. 
It was just recently established, Mr. Chairman. 

Mr. SHEPPARD. You show obligations for it in 1955 and this is 
reflected on page 21 of your justifications and you also show in your 
estimated 1956, $545,000. You have an estimated $509,400 in 1957. 

Captain McHenry. Mr. Chairman, that 1955 figure was a com- 
parative transfer. 

Mr. SHepparD. That takes care of that. 


REPLACEMENT OF TRUCKS AND CONSTRUCTION EQUIPMENT 


Under project 2B I notice the request for replacemerit of trucks and 
construction equipment, which appears to be a repeater at this time, 
in the amount of $635,267. How many trucks and what construction 
equipment is involved in this item? Do you have it available? 

Captain McHenry. Yes, sir. 

Mr. SHePparD. All right, put it in the record, please. 

(Information referred to follows:) 
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Procurement of non-passenger-carrying and construction equipment for fiscal year 1957 

















r 
| Non-passenger-| : 
Public works departments of naval stations carrying or Total 
equipment — 
Adak, Alaska............- i ea i as ictal eek | $33, 650 $10, 100 $43, 750 
Astoria, Oreg. a ; SINS Retr ss ate cae 22, 550 | 12, 492 35, 042 
Green Cove Springs, Fla___. Be diese hee toa Lak 18, 650 | 8, 139 26, 789 
I No iis eel eee toate | 39, 450 | 82, 124 121, 574 
Key West, Fla- J Siw dnece aan 19, 358 | 43, 019 62, 377 
Long Beach, Calif... .___- ieee Ee 33. 050 | 10, 879 43, 929 
New Orleans, ae oe oo a eee we SOO ERE aah 8, 600 1, 164 9, 764 
Bes oc. ere eke cSctiseacctcostuweweudabe 20,050 | 3, 133 23; 183 
Orange, Tex. _-.-__--_-- eka sEi cate A te ae Saal ah ee i area 21, 550 | 1, 746 23, 296 
Rodman, C. Z__- : as En kee ERAae eee 27, 650 | 29, 713 57, 363 
San Juan, P. R-_----- ead Spies Be dete. 2 17, 650 | 9, 079 26, 729 
EOS RSS TS eee ee sas il ee Fae Fed | 26, 350 | 19, 431 | 45, 781 
Tacoma, Wash. SSukacscescudscueeteoneh mason 14, 500 | 16, 975 31, 475 
Treasure Island, Calif__- ‘ nee aiekanoe 14, 800 | 11, 296 26, 096 
* _ a EE _ | —————_—__—_—_- 

Total____- Pieatcat laid BAS eames ene Pe greety 317, 858 259, 290 | 577, 148 
sides wean ks csp omuninica ERM 4teantaaieaee De hear. - ancy dh ceell oh warne deem tuted 58, 119 

ei tot. oc es ET en ee ace: Be 7, SU CAT TEE Td 635, 267 





BREAKDOWN OF FUNDS REQUESTED 


Mr. SHepparp. At this point, please insert in the record the table 
reflected on page 21 of the justifications. 
(Information referred to follows:) 


Prosyect No. 2B. Pustic Works DEPARTMENTS OF NAVAL STATIONS 


Justification of funds requested 











| 
| | Difference, 
| | | increase (+) 
Subproject | 1955 actual | 1956 estimate | 1957 estimate oy 
| compared 
| | | with 1956 
I i aa ea etl $2, 113, 811 $2,082,200 | $2, 302,000 +$219, 800 
Astoria, Oreg. (Tongue Mobi Gc coscty aie cy 1, 337, 556 | 1, 427, 200 1, 438, 200 | +11, 000 
Green Cove Springs, Fla.................--..-- 1, 532, 381 1, 508, 600 | 1, 462, 800 —45, 800 
Guantanamo Bay, Cuba.................-..... 2, 866, 350 | 2, 997, 500 3, 027, 400 +29, 900 
MA So hs he i i da held | 2, 101, 813 2, 322, 400 1, 885, 400 | — 437, 000 
I ot de peiiiendadl 2, 000, 211 2, 153, 600 1, 948, 200 —205, 400 
Op RnNEnr EMSS, Jo ood oh ou; pc. caet a bbka ke | 1,281,427 | 1,276,200 | —1, 130, 900 | —145, 300 
sic). dn heee ciple dabbinddehhaae | 3, 764, 154 | 4, 344, 500 4, 341, 200 | —3, 300 
SE tiie ine ica ixkirindcuadnsveemetoencnil | 1, 089, 033 1, 066, 800 | 1, 280, 600 | +213, 800 
Omne Tes See ee ae ad 546, 201 | 520, 700 | 510, 400 —10, 300 
is ct. A eee 453, 180 | 545, 000 | 509, 400 | —35, 600 
ND TI oa cmiceienindicine nents sinh ceabaieieatinnsbinic | 1, 612, 221 | 1, 656, 800 | 1, 740, 800 | +84, 000 
ee a ee ee ee eens 750, 841 802, 100 934, 700 | +132, 600 
Saree Rees. Ce ed 3,555,109 | 3, 735,600 | —-3, 729, 200 | —6, 400 
ga i cri 1, 074, 918 1, 204, 600 | 1, 263, 000 | +58, 400 
i atau eitaae } 1, 530, 051 | 1, 502, 300 1, 444, 200 | —58, 100 
I I eh oe 979, 408 | 1, 060, 800 | 1, 056, 100 | —4, 700 
CE aS eee 2, 797, 262 2, 885, 100 | 2, 837, 500 | —47, 600 
Total obligations payable from appro- | 
I ai et ie nee eek eee 31, 385, 927 33, 092, 000 | 32, 842, 000 | —250, 000 


Mr. SHeEpparD. I notice an increase in the request for station at 
Adak, Alaska. What is the reason for this? 

Captain McHenry. Special — s in the amounts of $171,200, 
trucks in the amount of $48,125, maintenance and operation increase 
of $475. 

Mr. SHEPPARD. Similarly you are requesting an increase of $213,800 
for the station at Norfolk, Va. What is the reason for this request, 
please? 
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Captain McHenry. Special projects in the amount of $213,797. 

Mr. SHEPPARD. Are these projects essential and necessary to the 
function as far as you know it, or ar e they subject to remodification 
and change later on for some purpose? 

Captain McHenry. To the best of our knowledge and belief at 
this date, sir, they are quite necessary. I cannot speak to the urgency 
of future projects. 

Mr. SuepparD. In other words, I presume you are about in the 
same position as far as reprograming pertains in this instance as you 
were in the previous instance when reprograming became an effective 
situation as far as your budget is concerned; is that right? 

Captain McHenry. Yes, sir. 


SPECIAL PROJECTS 


Mr. SuepparD. Will you identify the special projects in the record? 
Captain McHenry. Very well, sir. 
(The information requested is as follows:) 


Special projects, fiscal year 1957 











| ‘ Amount 

Project No. | Title of project | requested 
PUBLIC WORKS CENTER, GUAM 

Eo osacavte< I ONE TOG BBs cidsitenn ec he beg oe OE. z $61, 889 

| eee SONI Win ooo as science isesseoipeee< : | 79, 977 

——EEE———E—EEE 

ri cas 6edb ab tak adeeWhadcncarenckerecsubbuapeanenng 141, 866 

PUBLIC WORKS CENTER, NORFOLK, VA. co 

pS ee ere Replacement of refrigerators for Ben Moreell Housing Reservation, public 246, 025- 
quarters. | 

Bs n4eaecas Replacement of 3 nonapproved watermeters with meters approved for 6, 500 
fire service. | 

he sv nae Replacement of existing oil heaters with new gas heaters in the Ben Moreell | 299, 717 
Housing Reservation, public quarters. 

NS ae eee Leer con ddecaeres detec nue eed 552, 242 

PUBLIC WORKS CENTER, PEARL HARBOR | aha me 

R8-55.....--. Protection of quarters from damage by subterranean termites and repairs 75, 000 
of damage as required in housing areas, Pearl Harbor (2d increment). 

ee Es eae a ue Pe a oe Ses pace 75, 000 

NAVAL STATION, ADAK, ALASKA } Pn 

I v ccen aie Exterior painting of certain shops, warehouses, and operational ee: 150, 000 

R4-56__.........| Sealing roads, and additional paving, resurfacing gravel roads. -....--.-----| 89, 000 

a i a a oe = 239, 000 

NAVAL ‘STATION, TONGUE ‘POINT a 

i igi ew a Rehabilitation of sludge-burning facilities - aa 7, 260 

incauese Roof repairs, building No. 30 and Navy Heights quarters building. _- 29, 500 

coc acuew Replacement of existing line with 2,400-volt electric service to sewage | 6, 200 
disposal plant. | 

ooo os aio noe ph Cuda bao bute bon peee das wha 42, 960 

NAVAL STATION, GREEN COVE SPRINGS } >t Ud 

etceoes Replacement of fresh-water and steam lines in buildings No. 18 and 23__--| 35, 000 

Pr 2 a5. See | Replacement of pumps and water loop at fire school-_.._.........--..------| 23, 230 

| ais canondkatenach ab bioveadxswesawunwensdas eee es kor see | 58, 230 








Project No. 


a 
Sa 


RIO dh tseeteaihice 
BPG os ccsencon 
ee 


} 
| 


ED iccbinintaseiipeiaia | 





| Replace boundary fence naval air station (inactivated) -...........-..--- : 


| Resurface area adjacent to pipeline pier 


| Road repairs, Coddington Point 
| Road repairs, Fort Adams_ -_- 
| Repairs to building No. 12, fleet wharf... 


| Repair ready service magazines -----.-.-.-- atest Panhtabiedel wait ieeds ntl ccs 


| DRE GAG SERDEED PUTO GROUNANNE... «0... incicncnccnnccnnccecescnbens 


| SpE II Co ccincvanndansoebdntevlecncmewncensina chigeaiaiee 
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Special projects, fiscal year 1957—Continued 


Title of project 


NAVAL STATION, GUANTANAMO BAY 
Roof and structural repair building No. 717, ships department repair shop- - 
Floor finishing and covering, Bay Hill barracks_.-...................---.- 


NAVAL STATION, KEY WEST 

Replacement of shore patro! headquarters building No. 44.............-.-- 
Repairs to building No. 91 (auxiliary administration) 
Repairs to public works shop and maintenance spaces-._.............------ 


NAVAL STATION, LONG BEACH 


Paint interior hangar building No. 4 (air station area) 
Repairs to underground primary electrical distribution system---......._- 
Replace inferior wiring in various buildings 
Repair shower rooms In barracks building No. 60__--_- De ee es 
Repair shower rooms in barracks building No. 61 


NAVAL STATION, NEWPORT 


Renewing of hot- and cold-water piping and preservation treatment of hot- 
water storage tanks, medical buildings M-1, M-2, and M-5 
BOGE TOGIED, CORReere SeMrUOr COMME oon nce nes cnn ccteccedence 





NAVAL STATION, NORFOLK 


Renewal of roof of C-9, enlisted men’s recreation center... ......---------- 
Heating system repairs, naval station dispensary, building A-48___._------ 
Renewal of steam and hot-water systems in bachelor officers’ quarters A—51 - 
Renewal of steam and hot-water systems in bachelor officers’ quarters A-52- 
Rehabilitation of barracks F and unit I 
Rehabilitation of barracks G and unit I__--- 
Restoration of messhall and galley, building 7,, 
Replacement of radar towers at radarman school, fleet service school area. 
PSE TTEPOG RO BF WOOO MOOT RII oo ois csi ears 45 bn sit on ncsccccccccncewasse- 





DOG. nc ~cnunasevetdynnessd Raanciniric Joe vriammeng nie dee gaeetay eae is 


NAVAL STATION, RODMAN 


Replacement of water service lines, permanent quarters located in Rodman 
proper. 

Repairs to culvert, sand dock area 

Major roof repairs, headquarters annex.-.---.....-.--.--.-.--.---.--------- 


ee Re eR ee er ae ee 
Repair and seal-coat roads, Farfan housing development. .-.---.-....--..-.---- 


Total 


NAVAL STATION, ROOSEVELT ROADS 


nS I I, eh. tu. cian candle mamhhiirdee dyeewerepicenthesie on 
ee To ac ene cnccnennnesubnabedeenbeenenesbn<< 
NN RES EE ae eT ee ee ee 
Pave entrance road - 
Replace 9 deteriorated metal roofs (2d increment) aks ahd tied eeiten ui adatah patente 





Amount 
requested 


$5, 720 
10, 126 


15, 846 


12, 000 
30, 500 
46, 800 


89, 300 


20, 000 
11, 330 
91, 650 
49, 200 

7, 100 

8, 130 
12, 240 


199, 650 





oe Ta aa iste ek ek glia igilail 
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Project No. 


R1-57 


R2-57 
R4-57 
R6-57 
R7-57 


R8-57 


R1-56 
R1-57 
R2-57 
R3-57 


R1-56 


R1-57 
R2-57 
R3-57 
R4-57 
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Special projects, fiscal year 1957—Continued 


Amount 


Title of project requested 


NAVAL STATION, SAN DIEGO 











| Replace 4 boiler feed pumps in buildings No. 212 (boiler house No. 2) and $10, 000 
213 (boiler house No. 3). 
| Rehabilitation of shower rooms in 13 barracks buildings---_- ; 77, 500 
Repairs to plumbing in barracks buildings, Nos. 97 through 107--- 12, 600 
| Replace and relocate 4-inch steam main and quay wall between piers 3 and 4. 12, 000 
| Rehabilitate and regrade 32d St., south of Harbor Dr___- paar , 9, 400 
| Replace electrical wiring to curb lights and outlets on piers bh vgtes aia 12, 000 
EE ROE cirperasbincnicmaig a icinte ape aaa da dew ehaiinnaeidts 133, 500 
NAVAL STATION, SAN JUAN 
Repleement of portion of underground power and signal distribution 128, 000 
System at naval station proper. 
Partial replacement and alterations of windows in barracks, wings 4, 5, 6, 40, 200 
and 7, building No. 3, naval station, San Juan. 
Total ogaliiniah anatantiaia dnt ili bic iad in ee bao 168, 200 
NAVAL STATION, TREASURE ISLAND 
| Convert existing deluge sprinkler systems to closed-head systems, building | 11, 550 
No. 180, Treasure Island. 
Replacement of domestic hot-water piping and tank in building No. 111, | 5, 020 
Treasure Island. 
Drainage and incidental paving of area around barracks Nos. 203, 204, 209, 15, 000 
and 210. 
Correct faulty drainage system on Avenue A, Treasure Island | 6, 500 
Replacement of 46,600 gallon, wood-stave, fresh- water storage tank, struc- 12, 550 
ture No. 153, Yerba Buena Island, with new steel tank. 
Remove pier No. 2, Yerba Buena Island ---_-_-.....-- ; 10, 000 
a a a sin ie ant ded: i Se he'th cane raed teed 60, 620 
NAVAL CONSTRUCTION BATTALION CENTER, DAVISVILLE 
Sealing of roads (armor coating)_ ee | 23, 800 
Preserving of sheet-metal roofs (buildings No. 18, 67, and 45) - as 24, 060 
Sealing of storage area (east of Dartmouth St.) i 8, 500 
Sealing of storage area (automotive and construction equipment sec tion). eae 48, 600 
PPE s bh losiddd eae ddkes sehtdddettasbh dinckite ck ddebek bbb whiidamabens | _ 104, 900 
NAVAL CONSTRUCTION BATTALION CENTER, GULFPORT 
ES Ce BI I ooo hacks Bo ohn Seek ccc gupeccosesas 57, 000 
a aN 67, 000 
NAVAL CONSTRUCTION BATTALION CENTER, PORT HUENEME 
Rehabilitation of surface water tanks._...................-...-...-.-.------ 42, 000 
Repairs and improvements to series street lighting. _...............--.--- 32, 310 
Repaving of roads and work areas_.........-.------------- faseestynai 191, 854 
Reconstruction of railroad trackage__......................--..---...----- | 198, 600 
sate cabpcken séueins + <aaha dees dencsdedbde db dabebihacdde 464, 764 
NAVAL HOUSING AT VARIOUS LOCATIONS 
Various projects, such as roof repairs, exterior painting, replacement of 2, 874, 000 
hot-water heaters, repair of termite damage, procurement of collateral 
equipment for new public quarters, etc. 
ST AERA i cared cchealtiondie siradytninns ned cokyrewdddinmcirn ete ais 2, 874, 000 
MISCELLANEOUS FACILITIES, NABPD DISTRICT, SAN BRUNO 
Repair and replace roofs of 18 buildings. --_--.--...-...-.--.----.----.------ 65, 000 
Reroofing and miscellaneous repairs to building - A-107 (storage building) aha 12, 500 
EE Nithiincunigrticatvedbbiaentinmeenancingiieacliienatea 77, 500 
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NAVAL STATION ROOSEVELT ROADS, PUERTO RICO 


Mr. SHepparD. Roosevelt Roads in Puerto Rico, increase of 
$132,600 is reflected. Why that increase? 

Captain McHenry. $800 maintenance and operation and $131,800 
in special projects. We will furnish that. 

(The information requested is as follows:) 


Special projects for funding fiscal year 1957, Public Works Department, Naval 
Station Roosevelt Roads, Puerto Rico 








Special project Description 


Replacement and nonroutine recurring | 
projects: 
R8-57 | Repair ready-service magazines 
R2-57 eee | Replace barrack plumbing 
R3-57 | Repair and intake tunnel woodwork 
R6-57 : Repair and stabilize runway shoulders 
R7-57 | Seal coat primary roads 
R9-57 : Pave entrance road 
R1-56 | Replace 9 deteriorated metal ro. fs (2d increment). 
Replace fuel-farm piping 





Total special projects_-_..........-- 


Norte.—Special projects were funded during fiscal year 1956 in the amount of $96,900 which result in an 
increase of $131,800 in fiscal year 1957 over fiscal year 1956. 


Mr. SHepparp. You consider maintenance of special projects is 
absolutely essential to the Navy’s projects? 
Captain McHenry. Yes, sir. 


CONSTRUCTION BATTALION CENTERS 


Mr. SuepparD. We will pick up project 2C. I notice request for 
funds for procurement of trucks and construction equipment and I ask 
you the same question as before—need for number of trucks and spe- 
cific construction equipment involved. 

Captain McHenry. Again the need for trucks is that we have had 
no truck procurement for the past 3 years and obsolescense has caused 
this need. I have listed here the truck requirements and construction 
equipment for the three Seabee centers and will read them or furnish 
them for the record. 

Mr. SHEeppaArD. Put them in the record. 

Captain McHenry. Very well. 

(The information requested is as follows:) 


Procurement of nonpassenger carrying and construction equipment for fiscal year1957 


| 
IN onpassenger| Construction 


ree | equipment Total 


Construction battalion centers 
| equipmen 


Davisville, R. I , 258 $4, 128 $26, 386 
Gulfport, Miss_____ elietiece Oe | 2, 758 | 3, 083 15, 841 
ort Hueneme, Celil_...............---0.---.- eae cai caicietal 30, 2£ ; 49, 212 





91, 439 
9, 144 


100, 583 
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SPECIAL PROJECTS TO REDUCE DEFERRED MAINTENANCE 


Mr. SHEPPARD. On page 22 I note the following statement and I 
quote— 


An increase of $365,664 is indicated for special project requirements in fiscal 
1957 over the 1956 level in order to reduce the mounting backlog of deferred 
maintenance. Unless these facilities are repaired it will become necessary to 
provide for complete replacement in the near future. 

I have only 2 or 3 questions on this particular item. What are 
the specific facilities involved? 

Captain McHenry. A list of special projects for each center will 
be furnished for the record. 

(The information requested is as follows:) 


Special projects for funding fiscal year 1957 construction battalion centers 





Special ; 
project Description 





REPLACEMENT AND NON-ROUTINE RECURRING PROJECTS 


Construction Battalion Center, Davisville, R. I.: 
Sealing of roads (armor coating) - - - 
Preserving of sheet metal roofs (buildings Nos. 18, 67, and 45)- 
Seating of storagearea (éast of Dartmouth St.) _- 
Sealing of storage area (automotive and construction e quipme nt section). 


Construction Battalion Center, Gulfport, Miss.: 
Repairs to railroad track system___...............-._-- ! 


Construction Battalion Center, Port Hueneme, Calif.: 
Rehabilitation of surface water tanks-___- poanieonbeneiuca 
Repairs and improvements to series street lighting... 
Repaving of roads and work areas_-______- di hcthchi Antes 
Reconstruction of railroad trackage__.....................-- ; 


Grand total construction battalion centers_._._.-......- 








Mr. SHEPPARD. What was the cause of the mounting backlog? 

Captain McHenry. These three stations were built during World 
War IT, much of it in temporary construction, utilization of buildings 
many years past their anticipated life. The same story throughout. 

Mr. SHepparp. Well, if it had not become necessary to reach into 
your previous maintenance funds would they have been in the same 
status presently reflected by the statement in the record at this point? 

Captain McHenry. Are you referring to the reprograming of 
maintenance funds in the amount of a million dollars last year? 

Mr. SHepparp. Wherein you had funds of the maintenance 
situation but due to various and sundry movements within the 
operations as dictated by those in higher echelon commands we find 
certain hiatuses showing up of which I think this is one, and I am 
asking whether it is or not. 

Captain McHenry. I do not think that the reprograming of 
maintenance funds in general has caused the situation which we are 
now faced with at these centers. They have contributed somewhat. 

Mr. SHepparp. Would previous operations of like character, where 
funds were withheld or diverted, be an influencing factor as to the 
present status of those buildings? 

Captain McHenry. Yes, sir. 
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NAVY HOUSING 





Mr. SHepparp. Under project 2D I want you to insert at this 
point in the record page 26 of the justifications. 
(Information referred to follows:) 


Prosect No. 2D. Navy Hovusina 


The following chart reflects the per unit year costs of Navy Housing for recurring 
maintenance and operation and special projects for fiscal year 1957: 





Recurring maintenance . : 
Ss ¢ ats s 
and operation pecial projects Totals 


| 
| 
| 








Subproject | 
Per unit Nate Per unit Per unit 
year cost Total | year cost Total year cost Total 














Defense housing. -------- sof $234. 68 | $6, 406, 800 $23, 86 $651, 300 $258. 54 $7, 058, 100 
Rental housing.............--| 314. 13 | 862, 300 44. 63 122, 500 358. 76 | 984, 
Public quarters. -_.......--- 683. 68 3, 559, 900 | 17.51 | 91, 200 701.19 3, 651, 100 
Title III housing_-__-_.____-- 240.02 | 1,106,000 0 0 240. 02 1,106, 000 
Procurement of _ collateral 
equipment for additional | | 
Se Sn eeoul dosnt dedncd beeen , so Cieehifredicaial ORD Feo scons ~-+-| 2, 009, 000 
————EE EE ee am 
AE a ni robentcte stan Ct 299. 42 | 11,935, 000 21.70 | 2,874,000 321.12 14, 809, 000 
| 


Mr. SHEPPARD. On page 24 you set out the specific increase in this 
appropriation item. I would appreciate it if you would identify each 
one for the record, explain to the committee the need therefor and the 
present status of the housing or public quarters involved as well as 
their location. 

Captain McHenry. I understand, Mr. Chairman, that you would 
like us to explain the need for the additional housing. 

Mr. SHepparp. Correct. That is one point. 

Captain McHenry. Admiral Smith, with your permission, Mr. 
Chairman—— 

Mr. SHeppaArD. That is your privilege. 

Captain McHenry. The need for housing is properly a justifica- 
tion of the Shore Station Development Board, I understand. 

Admiral Smirx. Yes, sir. I may speak generally to that, Mr. 
Chairman. 

Mr. SHepparp. Very well. 

Admiral Smrru. The Public Housing Authority is more or less 
directed to go out of business, and the additional units of title IIT 
housing are available to us. ‘And the Navy has a requirement for 
this housing since our people generally occupy the housing and for the 
numbers of units involved here we are requesting money for their 
maintenance so that we may take them over and provide the necessary 
housing for our people in the deficient areas of housing. 

Mr. SHepparp. In other words, what you are doing is taking over 
housing units that are already in evidence, rehabilitating for the pur- 
pose of occupation? 

Admiral Situ. Yes, sir. 

Mr. SHepparp. By Navy personnel, I presume; is that correct? 

Admiral Smirx. Yes, sir. 

Mr. SHepparp. How far along are you in that operation as of the 
moment? 

Admiral Smirx. For the housing mentioned here we propose to 
take them over in 1957 and into the fiscal year 1957. 


ao 
tig Asta Tit ili oi Pete z 
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ADDITIONAL UNITS INCLUDED IN BUDGET, 1957 


Mr. SHepparD. When the record becomes available, Admiral Smith, 
[ wish you would identify the locations and number of units involved 
in each. 

Admiral Smiru. Yes, sir. 

(The information requested is as follows:) 


Additional units included in fiscal year 1957 budget 


1. Defense housing (Lanham Act Housing): Units 
Newport, Rhode Island (Tonomy Hill)..............-..------_- 538 
Wren, ar. Gr, Ceneenn) oo i Ll ee eeeese 350 
Philadelphia, Pa. (Passyunk Homes) -----~_-_------ ioemeucca: 1 O88 


Pensacola, Fla. (8085 Gonzales Court; 8082 Mareno Court Station; 


I nm emeenionh 198 
a Ne, ee oi Lib wien netwae cus acwhgue uae 2, 086 
2. Trailers and relocatables (title IIT): 
NAS, Brunswick, Maine (trailers) ................-...-.-..---- 50 
a Se eee eee ae 327 
Be eI, I, SU i exit msi wmamenonhinnhtumkem 110 
Pe, ee PO OE eo accion cecnpecccecece 50 
NMD, Yorktown, Va. (trailers).__............._.------ Do iLG 30 
NMD, Yorktown, Va. (demountables) -...._..............-..-- 120 
NAF, Elizabeth City, N. C. (temporary family housing) - _____- as 152 
a 1, 362 
NS, Green Coe Springs, Fla. (trailers).__..............-------- 60 
NAAS, Beeville, Tex. (Chs Fld) Tex—501 (trailers)___.______- s 200 
NAAS, Beeville, Tex. (Chs Fld) Tex—502 (demountanles) ________ 100 
NAAS, Kingsville, Tex. (trailers)_.............--. Sie oon Oa ds 143 
MB, Camp Pendleton, Oceanside, Calif. (trailers)...........___- 700 
MCTC, Twentynine Palms, Calif. (trailers) _................--- 250 
NAS, San Diego, Calif. (Ream Field) (trailers)__._....._____- ? 57 
NAS, San Diego, Calif. (Miramar) (trailers)..........._____- 4 57 
NAAS, Fallon, Nev. (demountables) __..._._._- PU. ob iS 50 
MCSD. Barstow, Calif, (trailers) .....-.- acu .jas-l uke Jed ake 184 
NAD, Hawthorne, Nev. (demountables) .............------- a 19 
NAS, Whidbey Island, Wash. (trailers)_._._....._..-____-_- te 130 
MN, WO RUN oc ache gn ce pe cccacceccesne : 87 
NAAS, Milton, Fla. (Whiting Field) (trailers) _........._._____- 100 
NAAS, Foley, Ala. (Barin Field) (temporary family housing) --- - - 90 
NAAS, Foley, Ala. (Barin Field) (trailers) __-..........--__- mesa 50 
NAS, Hutchinson, Kens. (trailers)... ..............---...-- 100 
RR LO ag OO. aw rs ont eels JUL sed 


3. Publie quarters: 
FLEACT—YOKOSUKA_-_-_-_-- SE ee See 388 


Oo ee nn menwiuduseces= as . 80 
URDRMRIUL OU AG bs Bi od ale ol wee ec. 168 
ela REE cc Bbc me waainbhedine asx 7, 162 


DEFERRED MAINTENANCE 


Mr. SuHepparp. Captain, on page 25 I note the following statement 
and I quote: 
_ Deferral of regular maintenance due to limited availability of funds has resulted 
in numerous deferred repairs which must be accomplished in fiscal year 1957 to 
prevent further deterioration. 

Would you expand on this statement and tell the committee the 
extent of deferred maintenance and whether or not agencies in the 
executive branch have prevented you from spending maintenance 
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funds in the amount and manner authorized by Congress? How do 
you reconcile this problem of deferred repairs with the reduction in 
the regular maintenance and operation expense indicated in this 
activity? 

(Discussion off the record.) 

Captain McHenry. My best recollection in this field is that during 
the past several years the funds we have requested for the mainte- 
nance of housing have been considerably reduced by the Navy, 
Department of Defense, Bureau of the Budget and also by the Con- 
gress. We presently have what we consider to be a backlog of deferred 
maintenance projects of $12 million. This is one of the areas where 
the Government facilities generate an income into the Treasury by 
receipt of rentals. I do not recall recently ever having come out 
with the amount of money we went into the Congress for for main- 
tenance. 














INCOME 





Mr. SHepparD. What funds were returned to the Treasury from this 
activity last year and what is estimated for fiscal 1957? 

Captain McHenry. In 1956 the income generated was $19,524,090. 
The anticipated income due to the increased numbers for fiscal 1957 
is $22,097,996. 








UNIT COSTS 





Mr. SHepparD. On page 26 I notice a definite change in your 
several unit costs. For example, last year the unit cost for rental 
housing was $246.96, increasing now to $314.30. Similarly the unit 
costs for public quarters has increased from $496.82 to $683.68. 
What is the reason? 

Captain McHenry. I would like to defer that question to Mr. 
Cochrane, Mr. Chairman. 

Mr. SHEPPARD. Very well. 

Mr. Cocurane. Mr. Chairman, defense housing rental per unit 
per month cost for maintenance in 1957 is $21.55 as opposed to the 
funds for the same units of $25.50 in 1956, indicating that we have less 
funds per unit in fiscal year 1957. 

In our public quarters, sir, in 1957 our maintenance cost per unit 
will run $58.43 per month as opposed to the funds we had in 1956 
of $65.14 per month. 

So, in general, in the rental housing as well as public quarters we 
are receiving less per month for the same amount of quarters. 

I must point out again that the additional quarters we are taking 
on with approximately a little less funds means that we are really 
spending less funds for maintenance in 1957 per unit. 

Mr. SHepparD. Well, is that reflected in requirement or is that 
reflected in dollars only? Which is the governing factor for the 
lesser consideration? You gentlemen may think | am belaboring 
this issue but I am doing it for a specific purpose. I want that 
definitely understood. It is dollar availability. 

Captain McHenry. It is dollar availability as opposed to structural 
requirements. 

Mr. SHepparp. Fine. We pick up project 2E. 





























DISTRICT TRANSPORTATION POOLS AND OTHER FACILITIES 





Insert the table at this point on page 28 of the record. 
(Information referred to follows:) 
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Project No. 2 E. District transportation pools and other facilities 











Difference, 
increase (+) 
Subproject 1955 actual | 1956 estimate | 1957 estimate ym 
compared 
with 1956 
District transportation pools- ---- -| $2,275,956 | $2,429,300 | $2, 454, 500 + $25, 200 
Rehabilitation of automotive and ‘construction 
equipment. : ton 35, 049 | 150, 000 | 175, 000 | +25, 000 
Maintenance of fleet moorings.........--.--._-- 308, 039 450,000 | 460, 000 +10, 000 
Rental of motor vehicles-_.._------ 96, 141 | 102, 000 | 261, 000 +159, 000 
Maintenance of — wnnapent and d floating 
powerplants... ......- pare fl 62, 482 | 85, 000 100, 000 +15, 000 
PRNC service gee eo orn Fre 173, 771 | 176, 800 | 178, 300 | +1, 500 
PRNC shops performing PW functions_- ----| 80, 086 | 99, 600 99, 500 | —100 
NABPD (D) San Bruno, Calif_- qnsuat 281, 845 | 276, 200 345, 300 +69, 100 
N MF inspection service- pen ahe Kanan wal 84, 110 325, 000 325, 000 0 
MSTS (civilians)_ _........-.. | 128, 750 | 128, 700 128, 700 0 
Modification and improvement floating pow er- | | 
I TE da cniidenay cabanas anne 0 0 242, 000 +242, 000 
Maintenance utility standardization program ot 125, 000 | 282, 000 +157, 000 
Other facilities and services... .............---- ‘| 179, 169 | 247, 400 | 308, 700 +61, 300 
Total obligations payable from appropri- | 
WIL co 5 ceca tutaacadsadecancced 3, 705, 398 4, 595, 000 | 5, 360, 000 +765, 000 





RENTAL OF MOTOR VEHICLES 


Mr. SHEepparD. [ will ask you what is the basis for your requested 
increase of over 100 percent in rental of motor vehicles? 

Captain McHenry. Mr. Chairman, we are in a new era of automo- 
tive operation and we are asking for increased rentals on the basis that 
we have decreased our automotive fleet. If I may, I would like to 
give you a little word on what we have accomplished in the automotive 
field in that, sir. 

Mr. SHepparD. That is quite permissible. 

Captain McHenry. The value of our management study in this 
field can best be illustrated by the following: 

In October 1952 the Navy Bureau of Yards and Docks entered into a 
management-engineering contract for the purpose of developing 
improved management procedures in the automotive field. This 
program cost $95,000. The following table illustrates the results. 

Inventory January 1954, 44,120 vehicles; current inventory, 
37,810 vehicles. Miles per vehicle per year in 1954, 6,300; miles per 
vehicle today, 7,950. Total mileage traveled in January 1954, 276 
million; total mileage today, 300 million. The maintenance cost in 
January 1954, annually, $19,350,000; current maintenance cost, $9 
million. The cost per mile: 7 cents in 1954; the cost today 3.3 cents. 

In other words, through improved management procedures, includ- 
ing rental, the Navy has developed annual savings in the cost of auto- 
motive transportation amounting to $10,350,000. 

Mr. Suepparp. Is that cumulative specifically in the rental 
category? 

_ Captain McHenry. No, sir; but the rental category comes into this 
in the overall sistas. It is a constituent part of our reduction in 
cost. 

Mr. SuHeprarpD. What differential would be reflected there by and 
between ownership of those vehicles as against rental? 

Captain McHenry. I will have to furnish that for the record. 

(The information requested is as follows:) 

There would be an additional cost of $35,235 to the Government when owned. 
By ownership, it would cost $296,235 as compared to $261,000 for rental of motor 
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vehicles. The rental of passenger vehicles has enabled the Government to realize 
considerable savings in the requirement for marginal bus operation where the bus 
is required from 3 to 5 hours per day, usually at the beginning and close of the 
normal 8-hour workday. The Government must employ a bus driver for 8 hours 
where only 3 to 5 hours driving requirement exists. The contract for bus operation 
saves the unutilized driver time plus certain other savings in the maintenance and 
operation of the bus and facilities. 


Captain McHenry. But basically that is the purpose of our in- 
crease in rental. There are many cases where it is to our financial 
advantage to rent rather than to own and operate. 

Mr. SHepparpD. Are those rentals created upon a month-to-month 
basis, mileage basis, yearly basis, or what is the operation or function? 

Captain McHenry. They are on a contract basis on a charter. 


NAVAL ADVANCE BASE PERSONNEL DEPOT, SAN BRUNO, CALIF. 


Mr. SHEPPARD. What is the reason for the requested increase of 
$69,000 at San Bruno, Calif.? 

Captain McHenry. Special repair projects. We will furnish the 
itemized list for the record. 

Mr. SHepparp. If you will, please. 

(The information requested is as follows:) 


Special projects for funding fiscal year 1957 Naval Advance Base Personnel Depot 
(disestablished), San Bruno, Calif. 


Special project Description Amount 


REPLACEMENT AND NONROUTINE RECURRING PROJECTS 


R1-55 Repair and replace roofs of 18 buildings 2 
Reroofing and miscellaneous repairs to building - A-107 "(storage 
building). 





Note.—A special project was funded during fiscal year 1956 to correct drainage deficiencies in the amount 
$8,475 which results in the increase of $69,025 in fiscal year 1957 over fiscal year 1956 


FLOATING POWERPLANT 


Mr. SHepparp. I note a new project of the modification and 
improvement of a floating powerplant in the amount of $242,000. 
What is the need for this request, please? 

Captain McHenry. The primary function of this floating power- 
plant is to serve as an emergency source of power and it is maintained 
in the cold reserve ready for immediate use. A minimum crew of 
eight men is required to operate and exercise the YPF-10 while in 
cold reserve. The cost of modifications in berthing, including all 
utility connections and fuel, $200,000; crew of 8 persons, $42,000. 


MOBILE POWERPLANTS 


Mr. SuHepparD. My recollection is that you do have some rail 
powerplants. How many of them do you have in operational status 
at this time and how many, if any, do you have in inactive status? 

Captain McHenry. I would like to read the description of these, 
Mr. Chairman. 

Mr. SHepparp. Proceed. 

Captain McHenry. Railway-mounted mobile 600-kilowatt power- 
plant—there are 11 of that item. 
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There are 6 trailer-mounted mobile 600-kilowatt powerplants; 3 
railway-mounted mobile 5,000 cubic-foot-per-minute air-compressor 
plants; 2 railway-mounted mobile 10,000-kilowatt steam turbine 
powerplants; 1 railway-mounted mobile, 5,500-kilowatt gas turbine 
powerplant; 2 trailer-mounted mobile 3,000-kilovolt-ampere substa- 
tions; 1 trailer-mounted mobile 2,500-kilovolt-ampere substation; 2 
railway-mounted battery-charger plants. 

Mr. SHEPPARD. What is the status insofar as operational as against 
that of inactivity, if you can give that to us? 

Captain McHenry. I will furnish that for the record. 

(The information requested is as follows:) 


MoBILE POWERPLANTS UNDER CONTROL OF THE BUREAU OF YARDS AND Docks 


The Bureau of Yards and Docks is financially responsible for the maintenance 
of mobile power equipment for emergency and mobilization requirements. 
The following is a list of mobile power units, their location and present status. 


| | | 
Type Plant No. Location Status of present use 


Railway-mounted mobile 600-kilowatt | 67-00001 NSY, San Francisco_-. 
powerplant. 


Ready Reserve. 





eos. 1. tlie seek lly: x38 ....| 67-00002 | do Do. 

Do. | 67-00003 | NAS, San Diego-- Do 

Do- | 67-00004 | do Do. 

Do. 67-00005 | NAD, Crane ‘ | Do. 

Do. 67-00006 | do Do, 

Do. ‘ Ld E 67-00007 | PWC, Norfolk Do, 

Do. | 67-00008 | NPF, Maryland | Do. 

| (PRNC). | 

Do. | 67-00009 | NAS, Jacksonville_...| Used for peakloads, 

Do. : - | 67-00010 | do. Do. 

Do. 67-00011 do | Do. 

Trailer-mounted mobile 600-kilowatt | 51-01140 | NB, Key West | Do, 
powerplant. 

Do--- ss piel ...| 51-05465 | NAS, Guantanamo...| Ready Reserve. 

Do... — > 51-05466 | NB, Key West | Used for peakloads. 

Do. A tackbe di teak abe 51-05467 | NSY, Long Beach_.__| Ready Reserve. 

Do. ae ae | 51-05468 | Neah Bay Indian Res- Do. 

servation, Wash. 
Do. eer oe. _......| 51-05469 | PWC, Norfolk | Do. 
Railway-mounted mobile 5,000-cubic- | 67-00014 | NSY, Charleston Do. 
feet-per-minute air-compressor plants. 
Do- 5 é 67-00015 | NSY, Boston__. ; Do. 
Do. | 67-00016 | NSY, San Diego- Do. 
Railway-mounted 10,000-kilowatt steam | 
turbine powerplant: 

(1) Gondola- - - a eshte 68-00010 | NSY, Philadelphia - _| Do, 

(2) Transformer car............-.-.- 68-00011 do. Do. 

(3) Switch-gear car ccatenssstocccl Geen do. Do. 

(4) Boxcar-_--- — ..-| 68-00013 |...-.do.__- ee) Do. 

(5) Turbine car--_--- ; _...| 68-00014 do | Do. 

(6) Boiler car_-_-..--- Wt ani hdiebedadaked 68-00015 | New London, Conn...| Leased to General Dynamics 
Corp., New London, sup- 
plying instruction in 
atomic submarines.! 

Railway-mounted 10,000-kilowatt steam 
turbine powerplant: 

I 68-00020 | NSY, Mare Island__.._| Ready Reserve. 

(2) Transformer car_-.......-.. eee SOE Tk cas shun Jc cdenstseed Do. 

(3) Switch-gear car... ..............| 68-00022 |.....do.-.-............. Do, 

eee waa LIT oc MO cn scsncaepesaor Do. 

Ci IN ie andes SE leicen sess cctekbewseda Do. 

TESS ARN ea | 68-00025 |__.. do a ea Ee | Do. 

Railway-mounted mobile 5,500-kilo- | 67-00018 | Olean, N. Y-..........| Under construction (95 per- 
watt gas turbine powerplant. | cent complete at contrac- 
|  tor’s plant). 
Trailer-mounted mobile 3,000-kilovolt- | 51-06104 | NSY, Philadelphia....| Ready Reserve. 
ampere substation. 
ee ea ee ee ae 51-06383 | PWC, Norfolk__...--- Do. 
Trailer-mounted mobile 2,500-kilovolt- None | Pittsfield, Mass__..._- Under construction (95 per- 
ampere substation. cent complete at contrac- 
} |  tor’s plant). 
Railway-mounted battery-charger plant.| 67-00012 | NSY, Charleston - ..- Contioness operation at 
shipyard, 
IS Bh 8S ALB cc wenabbhabbalalsdeidabdohieled 67-00013 | NSY, Mare Island__-- Do. 








1 This lease is for $1 per year as the lessee provides all maintenance, repairs, and the salary of the per- 
manent plant engineer. 


74195—56——55 
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Mr. SHepparp. If you have any of those on lease, indicate where 
they are leased and the income that is being derived from the leasing, 
please. 

Captain McHenry. Yes, sir. 


MAINTENANCE UTILITY STANDARDIZATION PROGRAM 


Mr. SHEPPARD. Similarly, I notice an increase in maintenance 
utility standardization program. What is the status of this program 
at this time and need for additional funds? 

Captain McHenry. Maintenance and _ utility standardization 
program, sir? 

Mr. SHEPPARD. Yes, sir. 

Captain McHenry. We now have some 50 activities which have 
all the five elements of organization, continuous inspection, planning 
and estimating, scheduling, management reports installed to some 
degree. This is about one-sixth of the Navy’s major activities of 
approximately 300. Nearly all of the 300 activities have some of the 
basic elements installed. 

PEARL HARBOR 


Mr. Norrevyu. Mr. Chairman, I have just one question I would 
like to ask the Captain. 

I was in Pearl Harbor last fall and I was under the impression that 
we were taking too much money, both on construction and mainte- 
nance and operation costs from the Pearl Harbor area. 

What is the amount of money in both items that you requested the 
budget for the Pearl Harbor area, if you can give it to me. 

Captain McHenry. For all commands in the Pearl Harbor area? 

Mr. Norrewu. Yes. 

Captain McHenry. That we will have to furnish for the record. 

There are many activities in the Pearl Harbor area. 

Mr. Norrevu. I am speaking of the area around Pearl Harbor, 
right there in the Pearl Harbor area where the war started in 1941. 

Captain McHenry. We will be very happy—we do have it here 
for the Naval station at Pearl Harbor. 

Mr. Norretu. Do you think the budget has allowed about the 
amount that the Navy requested or do you know? Could you say 
at this time? 

Captain McHenry. I cannot say. There are so many sponsor 
activities in the Pearl Harbor area; Bureau of Supplies and Accounts 
has a supply depot, Bureau of Medicine and Surgery has medical 
facilities, and all bureaus have many activities in the area. We have 
a Public Works center; Bureau of Ships have a shipyard. 

Mr. Norreti. You know where the war started? 

Captain McHenry. Yes, sir. 

Mr. Norreu. Pearl Harbor. 

Captain McHenry. Yes, sir. 

Mr. Norrewu. I would like for you to tell me how much you re- 
quested for the Pearl Harbor area. I am under the impression that 
the Government bas not allowed enough funds in that strategic area. 

Captain McHenry. Of course; yes, sir. 

Mr. Norreyu. I do not want to consume too much time, Mr. 
Chairman, but I would like to have that information. I will appre- 
ciate it very much. 

Captain McHenry. Very well. We will furnish it. 

(The information requested is as follows:) 











861 


Funding of activities in the vicinity of Pearl Harbor (including Marine Corps) 


[Thousand dollars] 





Fiscal year | Requested | Appropriated 

ee —— — —— ——— ——— —— — - ——-—_ | — ———_ - 

NR nico dacgnesnsecbaeiuaa aban del baad ve baa Reese teeera aes jial $68, 941 | $68, 861 
BE. ca nvdviiadndtddeGeennks aaebesenneeinesakéhltp dieetoubeeiennwsadens afl 67,219 | 67, 041 
NO ob 6 iis cat geh ne nn diene Cqcdtewssadsne ances aogmpnsngese ca iapelaicie tpt a ies aha 69, 110 Msttbescune 








Nore.— Maintenance and operation funds only. 


Mr. Anprews. Will any of this money under this activity be 
spent for new buildings? 

Captain McHenry. No, sir. 

Mr. Anprews. All of the maintenance and operation of plants? 

Captain McHenry. That is rigit. 

Mr. ANpreEws. That is all. 

Mr. OstertaG. Referring to the question Mr. Norrell raised about 
Pearl Harbor, I might state that our attention has been called to the 
fact that under ‘Public works centers,’ one of them at Pearl Harbor, 
calls for an appropriation of $3,250,000, which is an increase of $9,300. 
That is in connection with the maintenance and operation there; 
is that right, Captain? 

Captam McHenry. That iscorrect. That is their sole mission. 

Mr. Osrertac. Of course, that does not tell the whole story of 
Pearl Harbor but nevertheless it may give my colleague some comfort 
to know that tnat center does have an increase for that maintenance 
and operation. 

Captain McHenry. It does not include the supply depot, shipyard 
and other naval activities located at Pearl Harbor. 

Mr. Norreu. Will the gentleman yield? 

Mr. OstertaG. Yes. 

Mr. Norre.u. I appreciate this additional information. I do hope 
that in the Pearl Harbor area has been allowed sufficient money for 
the next fiscal year. 

NAVY HOUSING 


Mr. OsrertaGc. Under this activity the picture is not quite clear to 
me on this Navy housing project. As I understand it, there is a re- 
quest of $14,809,000 as compared with $12,259,000. Am I correct, 
Captain, when I say that covers defense housing, rental housing, public 
quarters, title III housing, and procurement of collateral equipment for 
additional Navy quarters? 

Captain McHenry. That is correct, sir. I might demonstrate on 
this chart here. This is the 1956 fiscal year estimate. The 1956 esti- 
mate covered a total of 32,698 units. The current estimate covers 
39,860 units. Here is the area that we started with last year. For this 
static amount of housing that we carried on last year we are asking 
something like $600,000 less. This area up here has increased. These 
are new commitments up in here. So that for this amount of dollars 
we have quite a considerable increase in responsibility. 

Mr. SuHepparp. Will the gentleman yield? 

Mr. Ostertac. Yes. 

Mr. SHepparb. The Chair would like to have that chart inserted in 
the record for explanatory purposes. 

Captain McHenry. We will do that, sir. 

(The chart referred to is as follows:) 
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| Mr. SHepparp. Proceed. 

Mr. OstertaG. To get the picture clearer, if I can so far as my 
understanding of the overall housing, is it correct, Captain, that so 
far as housing is concerned for the Navy this is it? 

Captain McHenry. No, sir. This covers the support of housing 
for which the Bureau of Yards and Docks is responsible. There are 
areas, the Bureau of Yards and Docks is responsible generally for off- 
station housing, housing which is not on a naval station or naval 
establishment. This represents in the overall, about 60 percent of 
the Navy housing picture. 

The Bureau of Yards and Docks is also responsible for public 
quarters at Davisville, at Hueneme and various other sponsor activi- 
ties. There is a bachelor officers’ quarters, a rental proposition, in 
downtown Philadelphia, which is a Bureau of Yards and Docks 
responsibility. 

Mr. OsrertaGc. Under the rental housing aspect of this program 
am I correct when I say vou have 39,860 units? 

Captain McHenry. The 39,860 includes Public Quarters and rental 
housing. 

Mr. OstrertaG. Those units are rented? 

Captain McHenry. No, sir. That is a combination of all those 
categories | enumerated. Some are rented, some are standard public 
quarters for which rental allowance is checked out of the officer’s 
or enlisted man’s salary. 

Mr. OstertaG. The figure in your justification shows that you 

Captain McHenry. Page 26 will break down the housing. 


INCOME 


Mr. OsrertaGc. You show $22,097,996 as the approximate amount 
of income, with a profit of $7,288,996 for the year? 

Captain McHenry. Yes, sir. 

Mr. Osrertrac. Is that your anticipated income and profit for 
fiscal 1957? 

Captain McHenry. $22,097,996 is our 1957 anticipated. 

Mr. OstertaG. That is your gross—— 

Captain McHenry. Total income. 

Mr. OstertTaG. Gross income, but your profit will be $7,288,000? 

Captain McHenry. That is correct 

Mr. Ostertac. Now what area of housing will that revenue come 
from? What type of housing? 

Captain McHenry. It comes from defense housing; it comes from 
direct-rental housing; public quarters where quarters allowance is 
deducted, and title III housing. 

Mr. OstrertaG. I see. Now, this money is strictly for maintenance 
and operation; there is no new construction involved in this appro- 
priation? 

Captain McHenry. That is absolutely correct, sir. 


ADDITIONAL TITLE III HOUSING 


Mr. OsrertaGc. Under interrogation on the part of the chairman 
I think you, Captain, or Admiral Smith brought out the fact that I 
believe it was under title III housing that additional units were being 
taken over. Is that correct? 

Captain McHenry. Yes, sir. 
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Mr. OstertaG. And where are you acquiring that housing from? 
Captain McHenry. It.is coming from Public Housing Authority. 
Mr. OstertaG. Public Housing Authority? 

Captain McHenry. Yes, sir. 

Mr. OstertaG. Is that a transfer of property or is it just made 
available to the Navy? 

Captain McHenry. It is a transfer of property. It is my under- 
standing Public Housing Authority has been given a certain deadline 
to go out of business and that Government agencies have an oppor- 
tunity, where they can demonstrate a need, to acquire this housing 
by transfer. I have a list of the—— 

Mr. OstertaG. I want to get the thing clear. 

Captain McHenry. I have a list of the areas where we anticipate 
acquisition. 

Mr. OstertTAG. You have that in the record, do you? 

Admiral Smirx. It was made a part of the record. 

Mr. OstertaG. Off the record. 

(Discussion off the record.) 

Mr. Ostertaa. I think the explanation just given off the record is 
pertinent and factual and clears up just what has happened. 

Mr. SuerpparD. Then the Chair would suggest that the gentleman 
repeat his question on the record and the witness will supply the answer 
in the record. 

Mr. OstrertaG. I would like to know the circumstances which 
brought about the transfer of these housing units to the Navy. In 
other words, what happened to bring about the circumstances whereby 
they were not otherwise required? 

Can you explain to me what the circumstances are involving the 
present use and the planned use of these housing units? 

Mr. Kortnx. These are emergency-type housing units, primarily 
trailers that were provided by the Public Housing Administration 
during the Korean buildup. They are located on or in the immediate 
vicinity of Navy and Marine Corps installations, and are presently 
occupied almost exclusively by enlisted personnel—mostly in the 
lower pay grades. The Public Housing Administration must inacti- 
vate and dispose of these facilities under existing legislation and has 
advised that unless the Navy assumes jurisdiction and financial sup- 
port they will proceed with disposition starting July 1, 1956. The 
existing legislation authorizes the transfer of these facilities to the 
military departments on an as-is basis without exchange of funds. 
These emergency housing units are still needed to meet continuing 
housing requirements on enlisted personnel, especially men in the 
lower pay grades. These men normally cannot afford prevailing 
rents and are not eligible for construction of more adequate Govern- 
ment quarters under current program. 
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SPECIAL PROCUREMENT 


Bupeetr Activity No. 3.—Special procurement 


| Increase (+) 
or de- 
| crease (—), 
Project 1955 actual | 1956 estimate | 1957 estimate; difference, 
1957 com- 
pared with 
1956 


Passenger-carrying vehicles.----- 0 $793, 000 $2, 325, 000 +-$1, 532, 000 

Mobilization material and equipment. 0 160, 000 135, 000 | —25, 000 

Warfare defense material and equip- 
ment. $795, 793 1, 333, 000 13, | +-880, 000 

Harbor defense material and equipment. 0 0 0 0 

Other procurement (specific items) - - --- 825, 646 1, 355, 000 

Transportation of things 2, 622, 237 2, 622, 000 





| a 


Total obligations payable from 
| appropriated funds 4, 243, 676 6, 263, 000 | 8, 720,000 | +2, 457, 000 








Mr. SHepparpb. Pick up budget activity No. 3 reflected on page 29 
of the justifications entitled “Special procurement,’ wherein your 
actual appropriation for 1955 is reflected as being $4,243,676; your 
estimate for 1956 is $6,263,000, and your estimate for 1957 is 
$8,720,000. The differential column reflects an increase of $2,457,000. 

I wish you would explain briefly to the committee the basis for the 
increase in this program over that of 1956 and cover the various project 
differentials before you. 


PASSENGER CARRYING VEHICLES 


Captain McHenry. The first increase is in passenger-carrying 
automobiles. We propose to acquire 133 16- and 37-passenger buses; 
17 passenger-bus trailers; 695 sedans; 262 station wagons—for a total 
of 1,107 vehicles at a cost of $2,325,000. 

There will be vehicles retired to the extent that the difference be- 
tween fiscal 1956 and fiscal 1957 will be a reduction of 649 vehicles. 

This procurement is to replace obsolete vehicles. 

Mr. SuHepparp. I wish you would supply for the record the unit cost. 

Captain McHenry. Very well. 

(The information requested is as follows:) 


Passenger-carrying vehicle shopping list, fiscal year 1957, replacement 


Unit | Total 
cost cost 


Bureau of Docks 


Item vehicle code | Quantity | 


‘it ; a ilemagialticenl sleetiiiasieomavitetiael amin 


- | | | 
Bus, BOC, 16 to 37-passenger . 133 $4, 900 | $651, 700 
Bus, trailer, passenger _- 17 4, 600 78, 200 
Sedan, 4-door, 4x2, light - 108 (102, 109, 106, A i 605 | 1,350 938, 250 
Station wagon, 8-passenger, 4x2_....._....--- 200 (311).--- Sl mean | 1, 700 | 445, 400 


Mees li Git Ls A dk ed. | BP i | 2,113, 550 
Freight. 2.3220. WaddGhat Adee swe tenuate Ppa teaneicnc ete Dea Pe 211, 450 


Ri AN hs tpibeoeetonat ol a 
' ! 


Mr. SHEPPARD. I| suggest you supply for the record a table on the 
number of vehicles you plan to procure, broken down into types. 

Captain McHenry. Yes, sir; it will be included with the unit cost 
data. 
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WARFARE DEFENSE MATERIAL AND EQUIPMENT 


Mr. Suepparp. Under project 3C, ‘‘Warfare defense material and 
equipment,” supply for the record a breakdown of the equipment by 
categories that you plan to purchsae in fiscal year 1957. 

Captain McHenry. Yes, sir; however this item is of a classified 
nature and will be furnished the committee separately. 

Mr. SuepparD. How have your working agreements been with the 
Chemical Corps on this item? 

Mr. Fortier. The working agreements with the Chemical Corps 
have been very good. Most all of this equipment is requisitioned 
through the Army Chemical Corps. 

Mr. Suepparp. Am | to interpret from your answer that you are 
getting your requirements as rapidly as you should have them for the 
purposes they are desired? 

Mr. Fortier. Yes, sir. There are some items, of course, that the 
Army Chemical Corps is still experimenting with and those items are 
slow. 

Mr. SuHepparp. Of course, as to those in an experimental status, 
obviously we would expect delay; but as to those under what we call 
status available—are you getting those as promptly as you would 
expect to? 

Mr. Fortier. Yes, sir; we are getting those promptly. 


OTHER PROCUREMENT 


Mr. Suepparp. With reference to project 3E, “‘Other procurement,”’ 
we will insert in the record the tabulation reflected on page 32 of the 
justifications. 

(The matter above referred to is as follows:) 


JUSTIFICATION OF FuNDS REQUESTED 


Funds in the amount of $1,425,000 are requested for procurement of equipment 
under the technical control of the Bureau of Yards and Docks for support of fleet 
operations or for test and evaluation as indicated below: 


1. Procurement of fleet moorings. _.......-..-...----- akin deesis $330, 000 
2. Procurement of 2 floating piledrivers_ _ - ~~ ee ee ee Oe 400, 000 
3. Procurement of 1 mobile trailer-type ee SRA GBEE DORAL BT dy. 100, 000 
4. Replacement of electronic equipment_________._..-----_-- Hdi ys 45, 000 
5. Items of equipment for test and evaluation___-_~. ~~~ ee 550, 000 

IN a et hare ee etree cima pedi sen ee re a le cn ig ly 


Shopping lists and purposes are available for review upon request. 


Prosect No. 3F.—Transportation of things 


ROSS etal «ok oe a Lo ce en ee $2, 622, 237 
1356 csumare.........=.. nas Sa eRe kN Lar 5 oo As 08 ek beatae i 
RIN 5 no si & a ROE eo ce OR ee 2) 622, 000 


Mr. SHEPPARD. | with you would give us a aheiet explanation of each 
item involved in this activity. 

Captain McHenry. Fleet moorings, of course, are required to moor 
vessels offshore. This is a responsibility of the Bureau of Yards and 
Docks and is taken care of in their program. 

The floating piledrivers—one of those is going to Charleston and the 
other one goes to the Boston Navy Yard. Those are operated by ship- 
yard personnel for maintenance and operation of the waterfront struc- 
tures in the area. 
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Mr. SHeppard. Do you have the estimated unit cost of those 
drivers? 

Captain McHenry. We have the estimated cost as $200,000 apiece. 

Mr. SuHepparp. What size are they? 

Captain McHenry. I cannot answer that. We will furnish that 
for the record. 

(The information requested is as follows:) 

These floating piledrivers are all steel except the wood decks, and have 
three hammers. The pontoons are 45 feet wide, 110 feet long, and 7% feet deep. 

These piledrivers will drive a pile 85 feet long and weighing up to 48,000 pounds. 


TRANSPORTATION OF THINGS 


Mr. SHepparD. With reference to project 3F, what was the date for 
the transportation rates used in the computation of your requirement 
and how do they compare with those in effect at the present time? 
Your chart indicates comparative costs for fiscal years 1955, 1956, 
and 1957. It is so rare to find an operation of this character flowing 
in the degree of uniformity shown here that I would be very much 
interested in your response. 

Mr. Cocurane. In 1955 the funds provided, under inland trans- 
portation was for 7,095 tons, and for ocean transport it was 139,501 
tons. Our experience at that cost, which was $43.40 per ton on the 
inland and $16.59 per ton on the ocean transportation, gave us our 
1956 estimated cost. We estimate this year to ship by inland trans- 
portation 13,825 tons and ocean transportation, 121,881 tons. Our 
1957 estimates are premised on approximately the same freight rate 
for the same amount of tonnage. 

Mr. SuepparD. What proportion of the operation under ‘Trans- 
portation of things’”’ will be handled by common carriers in the con- 
tinental United States? 

Mr. Cocurane. A very large portion. 

Mr. SuHepparp. About 70 percent? 

Mr. Cocurank. I would say more than that; probably 90 to 95 
percent. 

Mr. SHerparp. And of the 95 percent, how much would you say is 
carried by rail as against that carried by truck, if there is any line of 
demarcation? 

Mr. Cocurane. I[ do not know. We can get that and furnish it 
for the record. 

(The information requested is as follows:) 

Approximately 56 percent by rail. 

Approximately 44 percent by truck. 

Mr. Suepparp. In the compilation of the estimates you are pre- 
senting and as it applies to the United States operation on rails, did 
you take into consideration the recent increased freight rates that 
have just been adjudicated? 

Mr. Cocurane. The shipments we refer to here are done for our 
procurements and in transportation between stations that we support. 
However, we are not the shipping agent. It is done through the 
Supply Corps and I am sure they do take into consideration the latest 
rates possible. 

Mr. SHepparp. When was this budget made up, so far as you know? 

Mr. Cocurane. It was corrected in December. 
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Mr. SHEPPARD. Then, obviously the present figure of $2,622,000 
will be erroneous to a considerable degree because of the increased 
freight rates made effective since the budget was prepared. 

Mr. Cocurane. That is entirely possible. 

Mr. SHepparb. We are going to find a deficiency if the requirement 
in tonnage is up to the point you personally think it is going to be, 
which you are entitled to do because of your background of experience. 

Mr. OsrertaG. Would not your inquiry about freight rates apply 
up and down the line for the entire Navy? 

Mr. SHepparD. Surely; it applies all across the board and is going 
to have an effect on the entire bill that flows out of this operational 
category. 

The next question obviously that comes to my mind—not that I am 
criticizing the budget you are presenting, because what occurred was 
beyond your control, but it does undoubtedly create a deficiency 
complex—is, Where are you going to find the money, Admiral? 

Admiral Samira. I will make the same answer I did to a similar 
question—we won't know yet. Some portion of this budget probably 
will be funded at a cheaper price. We will hope for the breaks—that 
the increases will be balanced out by the decreases. 

Mr. SHepparp. You are not going to beat maintenance over the 
head again, are you? 

Admiral Smitu. I should hope not. 


PASSENGER-CARRYING VEHICLES 


Mr. Anprews. Captain, you want $2,325,000 under project 3A, 
‘“‘Passenger-carrying vehicles,” for the purchase of 1,107 automobiles. 
How do you buy cars? 

Captain McHenry. I would like to refer your question to Mr. 
Lowry, who is the Deputy Director of our Transportation Procure- 
ment Division. 

Mr. Lowry. All of the procurement of vehicles is done by Army 
Ordnance. Our requisitions go to them and they do all of the con- 
tracting for them. 

Mr. Anprews. Will you use all of these 1,107 new cars in your 
department? 

Captain McHenry. No, sir. The passenger vehicles are across the 
board, Navy. We buy the passenger vehicles for the Navy. We 
buy trucks only for our own supported activities. 

Mr. SuHepparp. Is this the only place in the entire Navy budget 
where there is a request for automobiles? 

Captain McHenry. It is the only place where there is a request 
for passenger-carrying automobiles like buses, sedans, and station 
wagons. There will be other requests for automobiles, but they will 
be trucks and commercial vehicles, also the Marine Corps buys all of 
its own vehicles. 

Mr. Ostertac. Captain, I am curious as to why project 3D is listed 
at all under the title “Harbor Defense Material and Equipment.” 
Nothing is requested; nothing has been shown as needed or used for 
some period of 3 years or more. 

Is there some reason for that? 

Mr. Cocurane. This is an established program in our budget. We 
have had it in the past, but if we do not have it again next year it 
will be dropped. 
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Mr. Ostertac. There has been no change, therefore for several 
years you have required nothing? 
Mr. Cocurane. That is correct. 


ConstTrucTION BATTALION SUPPORT 


Bupger Activity No. 4.—Construction battalion support 


Increase (+ 


or de- 

| crease (—) 
j Project 1955 actual 1956estimate 1957estimate| difference 
| 1957 com- 
| pared with 


1956 
4A | Operating support of construction | | 

attalion units - » $2, 038, 322 $4, 150, 000 $5, 269, 000 +$1, 119, 000 

4B | Procurement of equipment and mate- | | | | 
rial for construction battalion units. - 2, 158, 171 2, 907, 000 3, 723, 000 +816, 000 
= siasiarhiabiteanaenatsininientiiaianatanieeppndiiahanibanantaniabdbenniiecatmmmntimedene 

Total obligations payable from 

appropriated funds. --_-.---. ‘ 4, 196, 493 7, 057, 000 8, 992, 000 +1, 935, 000 





Mr. Suepparp. Pick up the next budget activity, No. 4, ““Construe- 
tion battalion support,” found in the table on page 34 of the justifica- 
tions. 

This table reflects an actual appropriation in 1955 of $4,196,493; 
the 1956 estimate was $7,057,000, and in 1957 the estimate is 
$8,992,000. 

The differential column reflects a plus of $1,935,000. Give us an 
explanation, if you will, as to the differences between the funds re- 
quested for fiscal 1956 and 1957 and the reasons for the increase. 

Captain McHenry. The basic cause of the increase is the financing 
of the Special Mobile Construction Battalion that is engaged in 
Operation Deep Freeze in the Antarctic. That shows for that specific 
item an increase of $1,300,000. 

The other three items under this subhead are decreases. That is 
the operating expenses of the battalion units and things of that 
nature. Equipment repair is identical and overseas freight is reduced. 


PROCUREMENT OF EQUIPMENT AND MATERIAL 


Mr. SHEPPARD. What comments do you have with reference to 
4B, ‘“‘Procurement of equipment and materia! for construction battal- 
ion units” 

Captain McHenry. The basic increase there, as a matter of fact 
the actual increase there, is the procurement of replacement equip- 
ment for the Navy schools of construction at Port Hueneme, Calif. 
The construction equipment that has been used there for training 
overseas battalions has just about had its last days, and it is necessary 
to replace that equipment. 


REPAIR OF EQUIPMENT AT DAVISVILLE, R. I. 


Mr. SHepparp. I notice that in 1955 the repair of equipment 
assigned to Davisville, R. I., was performed by military personnel. 
I note that now this is being done by civilian personnel and contract. 
What was the reason for the change of procedure, and what is the 
comparison between the two costs? 
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Captain Drustrrup. The procedure was changed because of the 
decrease in the number of construction battalion personnel. 

Mr. Suepparp. Who is handling the contract on that job now? 

Captain Drustrup. The contractor handling that is the Construc- 
tion Battalion Center at Davisville, R. I.—the commanding officer 
at Davisville, R. I. 

Mr. SHepparp. Are you familiar with the cost factors involved 
under that contract? 

Captain Drustrup. I would have to supply that for the record. 

Mr. SHepparp. Supply it, if you will. And, when you do, give us 
a comparison of the two costs—the previous type of operation cost 
versus that of contract. 

Captain Drustrup. Yes, sir. 

(The information requested is as follows:) 


Comparison of costs for repair of equipment 





| 
| 


| Repair performed 

Repair per- by civilians of 

formed by | the Construction 

military | Battalion Cen- 

personnel ter, Davisville, 
p Saat, 


$450, 000 | $321, 000 
400, 000 _ 400, 000 


850, 000 721, 000 





REPLACEMENT OF TRAINING EQUIPMENT AT UNITED STATES NAVAL 
SCHOOLS OF CONSTRUCTION, PORT HUENEME, CALIF. 


Mr. Suepparp. I notice you are requesting $816,000 for the replace- 
ment of certain training equipment at the United States Naval Schools 
of Construction at Port Hueneme, Calif. I wish you would explain 
the need of this equipment. 

Captain Drustrup. This is all the replacement of equipment. The 
school was originally outfitted with World War IT equipment and 
started right after the war. As a result, the great majority of this 
equipment, some of which was 13 years old when received, ranged in 
age from 3 to 13 years old when received. It is now worn out and 
obsolete. 

Mr. SHepparp. What was the date of the reception of that equip- 
ment? 

Captain Drustrup. The school started in 1946. 

Mr. Suepparp. Then certainly it has been harboring equipment in 
there for a considerable period of time. 

Captain McHenry. They used a lot of the returned World War II 
equipment such as the battalions brought back. 

Mr. SHepparp. In other words, that equipment was overhauled 
like we invariably do with equipment of that character and then put 
in the schools at Port Hueneme? 

Captain McHenry. Yes, sir. 

Mr. Suepparp. And they have been working with it ever since? 

Captain McHenry. That is correct. 

Mr. SHepparp. And now it is in a state of complete obsolescence 
and vou are doing a replacement job? 
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Captain McHenry. Yes, sir. And this is important, because this 
equipment is used to train our Seabees; and, if they learn on this ob- 
solete equipment and then go out and use the much more modern 
equipment, they are improperly trained. 


DiPARTMENTAL ADMINISTRATION 


BupGer Activity No, 5.—Departmental administration 


| | | 
Increase (+ 
| 


or de- 
| |} crease (—), 
No. | Project | 1955 actual | 1956 estimate | 1957 estimate | difference, 
| | | | 1957 com- 
| pared with 
| | 1956 
| | } 
5A | Personal services bao Meals $4, 308, 000 $4,755,000 | $4,755,000 0 
5B Other costs. F 843, 685 | 1, 002, 000 974, 000 | — $28, 000 
Total obligations payable from | 
appropriated funds 5, 151, 685 | 5, 757, 000 5, 729, 000 — 28, 000 


Mr. Suepparp. If there are no questions, we will pick up the next 
budget activity, No. 5, reflected in the table on page 40 of the 
justifications, 

The above table reflects an actual appropriation for 1955 of 
$5,151,685; the estimate for 1956 was $5,757,000, and in 1957 the 
estimate is $5,729,000. This reflects a decrease of $28,000. 

What is the explanation for this differential, please, as compared 
with 1955 and 1956? 

Mr. Cocurane. Congress approved last year 735 man-years for 
departmental service of the Bureau of Yards and Docks at a cost of 
$4,200,000. We are supporting as of the present time in 1956 and 
contemplate in 1957, 767 man-vears. 

At this time I would like to state that we have an increase of 32 
man-years. The 32 man-year increase afforded us was 10 for the 
Capehart housing program; 10 to implement the maintenance and 
standardization control program, and 12 to implement the real estate 
program in the renegotiation of leases and in the other areas requiring 
real estate action by the Bureau of Yards and Docks. 

Mr. SHepparp. Your personnel application in the standardization 
program is how many? 

Mr. Cocurane. Ten. 

Mr. Suepparp. And they are assigned to that particular division or 
function? 

Mr. Cocurane. Yes, sir. 

Mr. SHEPPARD. Strictly to the standardization function? 

Mr. Cocurane. Yes, sir. 


AVERAGE CIVILIAN EMPLOYMENT BY BupGet ACTIVITY 


Mr. Suxepparp. Will you insert in the record at this point the usual 
personnel table that we have been furnished heretofore? 

Captain McHenry. Yes, sir. 

(The matter referred to is as follows:) 
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Mr. OsrertaGc. Why is the amount identically the same for per- 
sonnel services? Is that a rough estimate that you are going to try 
to work within? Certainly you have had an increase in cost; salaries 
have gone up, yet you are going to get less man-years out of the same 
money that you had last year. Is not that correct? 

Mr. Cocurane. Yes, sir, Mr. Ostertag. Actually the money for 
1957 is comparable to the different cost in the 1956 column in this 
budget. 

Mr. OsrertaG. That is, the amount of money is the same, but the 
number of man-vears is not the same? 

Mr. Cocnrane. The number of man-years is the same. These 
people have already been put on board during fiscal year 1956. 

Mr. OsrertaGc. I see. But that increase in wage scale or salary 
was not in effect throughout the full year of 1956; was it? 

Mr. Cocurane. Yes, sir. . 

Mr. OsrertacG. We are in fiscal 1956 now. 

Mr. Cocsrane. It is Public Law 94 of the 84th Congress, which 
was effective last June. 

Mr. OstertaGc. Therefore the wage scale would have no serious 
effect on any difference here; so you anticipate reasonably the same 
personnel? 

Mr. CocuraNne. We expect it to be level for the 2 years. 

Mr. SHEPPARD. That completes the items for the appropriation 
“Civil Engineering, Navy.” 

I want to compliment you, Captain, and your assistants for the 
rapidity with which you have answered the i inquiries that emanated 
from this side of the table. You have done a remarkably good job and 
we appreciate it. 

Captain McHenry. Thank you, Mr. Chairman. 
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Tuurspay, Marcu 15, 1956. 
MILITARY CONSTRUCTION, NAVAL RESERVE FORCES 


WITNESSES 


REAR ADM. WILLIAM K. ROMOSER, USN ASSISTANT CHIEF OF 
NAVAL OPERATIONS (NAVAL RESERVE) 

CAPT. JOSEPH A. McHENRY, CEC, USN, DEPUTY CHIEF, BUREAU OF 
YARDS AND DOCKS 

CAPT. NORMAN J. DRUSTRUP, CEC, USN, ASSISTANT CHIEF (FINAN- 
CIAL MANAGEMENT), BUREAU OF YARDS AND DOCKS 

COMDR. J. HENRY ETTER, JR., CEC, USN, DIRECTOR, CONSTRUCTION 
DIVISION, BUREAU OF YARDS AND DOCKS 

WILFRED P. TIENCKEN, SENIOR REAL ESTATE CONSULTANT, 
BUREAU OF YARDS AND DOCKS 


AIR RESERVE 


CAPT. JAMES R. STEWART, USN, HEAD, STATION PROGRAMS 
COORDINATION BRANCH, BUREAU OF AERONAUTICS 

WILLIAM A. WALSH, PROJECT MANAGER FOR RESERVE AVIATION 
FACILITIES, BUREAU OF YARDS AND DOCKS 


SURFACE RESERVE 


COMDR. GEORGE W. MILLER, USN, HEAD, LOGISTICS BRANCH, 
LOGISTICS DIVISION, BUREAU OF NAVAL PERSONNEL 


MARINE CORPS RESERVE 


CAPT. THOMAS C. SHANAHAN, USMC, HEAD, FACILITIES SECTION, 
LOGISTICS BRANCH, RESERVE DIVISION, HEADQUARTERS, 
UNITED STATES MARINE CORPS 


OFFICE OF COMPTROLLER 


REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 
REAR ADM. G. F. BEARDSLEY, USN, ASSISTANT COMPTROLLER 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


PROGRAM BY ACTIVITIES 


1, A IE cnannncomoendetnsncn» : . $14, 311,737 | $13,661,000 | $18, 400, 000 








FO) eS Ea eee a 2, 191, 205 4, 382, 000 | 4, 000, 000 
3. Ground facilities. ............-- hgnwedwabibearnses pounieaes 2, 617, 189 5, 234, 000 | 2, 600, 000 
de, | een ee ee nak an cumiewenier 19, 120, 131 23, 277, 000 25, 000, 000 
FINANCING 
Comparative transfers from other accounts.___.-_- ; : —3, 190,309 | —2,277,000 |...-.-- Si 
Unobligated balance brought forward_...............-...--...| —22, 626,545 | —21, 696, 723 —28, 758, 123 
Unobligated balance carried forward.-.........-..---.--- ----| 21,696,723, 28, 758, 123 20, 758, 123 
Tis anceduadshatiinbiobaanihens bodies } 15,000, 000 | 28, 061, 400 17, 000, 000 
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Obligations by objects 


Object classification 


DEPARTMENT OF THE NAVY 


Total number of permanent positions. - 
Average number of all employees. - - 
Number of employees at end of year -- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade __- 


01 Personal services: 
Permanent positions .. 


Regular pay above 52-week base _----_-__- : 


Payment above basic rates__...........--- 


Total personal services 
02 Travel : 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction. 
07 Other contractual services --. -- 
08 Supplies and materials__ 
09 Equipment---_.....-.-__-- 
10 Lands and structures. _--..-...---- 
15 Taxes and assessments.----------- 


Total, Department of the Navy 


DEPARTMENT OF THE ARMY 


OO Tee i a 
10 Lands and structures. .-........-.......----- 


Total, Department of the Army-_-.---.--.---- 


- Total obligations.___...___- Sid eelltincs devataat 





Budget authorizations, 


1955 actual | 1956 estimate | 1957 estimate 
































80 97 | 95 
44 87 | 73 
87 | 87 | 70 
‘pros rl, ’ 
$4, 471 | $5, 031 | $5, 056 
GS-6.3 | GS-6.7 | GS-6.7 
— eS 
$220, 493 | $421, 217 | $386, 855 
847 | 1, 633 | rae 
10, 247 | 12, 150 | 12, 145 
231, 587 435, 000 | 399, 000 
17, 381. | 17, 000 | 17, 000 
5, 100 6, 000 6, 000 
3, 122 3, 000 3, 000 
165 2, 000 2, 000 
6, 717 7, 000 7, 000 
34,851 | 40, 000 | 40, 000 
32, 687 | 35, 000 | 35, 000 
| Me 20, 880 | 20, 000 | 20, 000 
..| 18,754,120 | 22, 708, 730 24, 469, 000 
1,091 | 2,000 | 2, 
19,107,701 | 23,275,730 | 25, 000, 000 
eee ae ; 
eras. oe 12, 150 | 1, 270 |.---.--------- 
So0.Uaz 12, 430 | 1, 270 fp ona2ssd-vinn- 
bevy at 19,120,131 | 23,277,000 | 25, 000, 000 


expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation ---_-_----- 

Balance brought forward: 
Unobligated _ - 
Obligated_. 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. - 
Out of prior authorizations__- 


Total expenditures __- 
Balance carried forward: 
Unobligated _.........-- 
Obligated __- 


Total expenditures and balances. 


| 1955 actual 


$15, 000, 000 | 


22, 626, 545 | 
6, 784, 933 | 


“| 


1956 estimate | 1957 estimate 


} 
$28, 061, 400 $17, 000, 000 


21, 696, 723 
13, 923, 725 | 


28, 758, 123 
19, 923, 725 





65, 681, 848 























14,41, 478 | 08 681,848 | 

} 8, 791, 030 K 15, 000,000 | 21, 000, 000 
8, 791, 030 | 15, 000, 000 | 21, 000, 000 

21, 696,723 | 28,758,123 | 20, 758, 123 

13, 923,725 | 19,923,725 | 23, 923, 725 

44, 411, 478 | 65, 681, 848 


Te, 08 | 


Mr. SuHepparp. We will pick up the next program, “Military con- 


struction, Naval Reserve Forces.’ 


We have with us Rear Adm. 


’ 


W. K. Romoser, Assistant Chief of 


Naval Operations, Naval Reserve. 





4 
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GENERAL STATEMENT 


You have a prepared statement, do you not, Admiral? 
Admiral Romoser. Yes, sir. 
Mr. SHepPparD. We will insert that in the record. 


(Tue STATEMENT Is AS FOLLows:) 


STATEMENT OF REAR ApM. W. K. RomoseEr, Unirep States Navy, ASSISTANT 
CHIEF OF NAVAL OPERATIONS (NAVAL RESERVE) 


Admiral Romosrr. Mr. Chairman, the appropriation ‘‘Military construction, 
Naval Reserve forces” provides funds for the support of the facilities program of 
the Naval and Marine Corps Reserve. The items contained in this submission 
represent the immediate requirements for this program. 

The authorization for this program is contained in the National Defense Facili- 
ties Act of 1950, Public Law 783, 81st Congress, as amended. This law grants a 
continuing authorization, within prescribed time and monetary limitations, for 
the acquisition, construction, and improvement of facilities necessary for the 
proper development, training, and administration of the Reserve components of 
the Armed Forces. 

This appropriation is divided into three activities: (1) Naval Reserve, aviation; 
(2) Naval Reserve, surface; and (3) Marine Corps Reserve, ground. 

The Naval Reserve, aviation activity comprises 70 percent of the total amount 
of this appropriation. There are no projects in this request for the development 
of new air stations. All the projects in this submission are for expansions and 
improvements at existing air stations. Over one-half of these funds will be 
spent for such as the extension and strengthening of runways and taxiways and 
other improvement projects necessary to accommodate high performance jet 
aircraft. We are requesting the purchase and installation of single turbo-jet 
engine test facilities at 15 of our 28 Naval Air Reserve stations. We plan to pro- 
vide these facilities at all of our stations as the phasing-in of jet aircraft into 
the Naval Air Reserve progresses. Jet aircraft are currently being used at all 
of the stations for which the test facilities are being requested. 

The major items in the Naval Reserve, surface submission consist of the con- 
struction of 3 joint Naval and Marine Corps Reserve training centers and 11 
Naval Reserve electronics facilities. All of these construction projects are to 
replace facilities which are inadequate for the training of the units now occupying 
them, or to replace facilities which must be abandoned due to expiring leases 
which cannot be renewed. There are no projects for the construction of facilities 
at new locations. In every case, the locality is supporting strong units of the size 
for which the facility is requested. 

The Marine Corps Reserve portion of this request consists primarily of funding 
for exclusive Marine Corps Reserve requirements at the 3 joint training 
centers to be constructed with the Navy, for the provision of 4 replacement 
Marine Corps Reserve training centers, and for the expansion of 3 Naval 
Reserve training centers to provide space and facilities for Marine Corps Reserve 
use. As in the case of the Naval Reserve projects, there are no requests for new 
facilities in new locations. In all cases, these projects are for the replacement 
of facilities which already exist, and in localities where Reserve units are estab- 
lished. ~ , s 

The proposed projects in this request have been carefully screened and re- 
viewed to include only those items considered to be the most immediate require- 
ments. 

The Navy is required by the Armed Forces Reserve Act, as amended, to pro- 
vide, maintain, and support an adequate Naval and Marine Corps Reserve to 
meet planned mobilization requirements. In order to meet these requirements, 
it is necessary that reasonable and adequate facilities be provided to conduct an 
effective and attractive training program. This request is consistent with the 
Navy’s long-range plans for the proper, efficient and economical support of our 
Reserve components. 
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INCREASE IN OBLIGATED BALANCES 


Mr. SHepparp. I notice a steady increase in the obligated balances 
carried forward from $13.9 million in 1955 to $19.9 million in 1956 
and $23.9 million in 1957. What is the reason for the increase? 

Captain Drustrup. The principal reason for the increase is the 
difficulty in placing various of the projects under obligation; diffi- 
culties in preparing plans and specifications and, in the case of some 
projects, difficulties with land acquisition and real-estate problems. 

Mr. SHepparp. What are the difficulties you are having in the field 
of plans and specifications—the inability to obtain competent people, 
or the impact of work to the degree that you could not put out your 
contracts in that field? 

Captain McHenry. Usually the determination of the requirements 
and the agreement where you have a multiservice use. One service 
has a certain need; another service has a certain need, and to try to 
integrate those two requirements into the plan within the funds avail- 
able is frequently a time-consuming operation. 

Mr. SuHepparp. And I assume that has contributed to the delay 
to which you have referred; is that correct? 

Captain McHenry. Yes, sir. 

Mr. SHEPPARD. On the same page of the green sheets, I notice an 
estimated unobligated balance of $28.7 million in fiscal year 1956 
and $20.7 million in fiscal year 1957. With reference to the 1956 
item, what is your latest obligated balance as of your last reporting 
date? 

Captain Drustrup. The total obligations of the appropriation 
“Military construction, Naval Reserve Forces,” as of December 31, 
1955, were $29,133,688. 

Mr. SHEPPARD. How much of this unobligated balance to which 
you have just referred is committed and how much is uncommitted, 
and what do you expect to be committed and uncommitted at the end 
of the fiscal year? 

Captain Drustrup. We estimate by the end of this fiscal year 
that we will have an obligated total of $44,958,907. 


BREAKDOWN OF PROJECTS BY OBLIGATIONS AND APPROPRIATIONS 


Mr. SHEPPARD. Can you identify those funds by specific projects? 

Captain Drustrup. We can identify those funds by specific 
projects and will do so for the record. 

(The information requested is as follows:) 
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NRTC, 
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NAVAL RESERVE 


Station 


8, Akron-Cleveland, Ohio 
8; Atlanta, Ga- iii 

S$, Columbus, Ono is aie 
8, Dallas, Tex 

NAS, Denver, Colo_- 

NAS, Glenview, Ill 

NAS, Lincoln, Nebr 

NAS, Los Alamitos, Calif 
MCAS, Miami, Fla ss 
AS, Minneapolis, Minn 

4S, New Orleans, La 

AS, New York, N. Y 

AS, Niagara Falls, N. Y 

AS, Oakland, Calif 
AS, Olathe, Kans 

AS, Portland, Oreg 
AS, Seattle, Wash 

AS, South Weymouth, 
AS, St. Louis, Mo 

AS, Willow Grove, Pa 


: 


NeAt 
NA 
NA 
NA 


Mass 


LALLA. 


Total, aviation 


NAVAL RESERVE 


N&MCRTC: 
Akron, Ohio 
Albany, N. Y wad ate 

NREF: Anderson, 8, C 

N&MCRTC: Atlanta, Ga 

NREF: 

Brownwood, Tex 
Carlsbad, N. Mex 


NRTC: Cedar Rapids, Iowa. 
N&MCRTC: Chicago, Ill. ss 
Ware Os <ereee aN. J e.ncbub dud 
NREF 


Crowley, La 
C1 irwensville, Pa 
NRTC ears, 
N&MCRTC 

Dayton, Ohio See ee 

Eddystone, Pa__- 

Elmira, N. Y. 
NREF 

Emporia, Kans 

Eureka, Calif... 

weoremees@, ©....... 866 43......4 
NREF: Great Falls, Mont-__- 
N&MCRTC: Fort Schuyler, N. Y 
NREF, Hattiesburg, Miss_---_- 
N&MCRTC, Hutchinson, Kans 
N&MCRTC 
NREF, Kingsburg, Calif. _...--- 
N&MCRTC, Louisville, Ky.---- 
NREF, M: ilde n, Mass_....-.-- 
N&MCRTC Mane hester, N. H.. 
NRTC, McKeesport, PRs is... 
NREF, Miami, Ariz_.___- 
N&MCRTC, Milw: iukee, Wis_ 
NREF, Modesto, Calif 
NREF, Monroe, La Soe 
NREF, Paducah, Ky------ 
NRE 
NI 


Iowa 


F, Parsons, Kans 
LEF, Petaluma, Calif-- 


N&MCRTC, Port Arthur, Tex. 
N&MCRTC, Pittsburgh, Pa z ani 
N&MCRT Cc; Quincy- “Hinghati, Mass 
N&MCRTC, Raleigh, N. C- 
N&MCRTC, Reading, | Se | 
N&MCRTC, San Francisco, Calif___- 
NRTC, San Pedro, Calif.........- 


NREF, Santa Maria, 
N&MCRTC, 


Rs cioanac 
St. Louis, Mo___-_-- 


, Kansas City, Mo as 


Stockton, Calif.......---_-- ee 


(AVIATION) 
Amount 
appropri- | Obligated 
ated, fiscal | as of Dec. 
years 31, 1955 
1954-56 
$3, 864, 000 | 0 
4, 735, 000 0 
302, 000 $80, 412 
539, 000 482, 241 
157, 000 0 
193, 000 0 
827, 000 651, 641 
272, 000 86, 778 
0 0 
347, 000 6, 300 
24, 835, 000 | 16, 603, 503 
431, 720 421, 746 
394, 000 13, 590 
870, 000 186, 421 
$21, 000 7, 218 
8, 598, 000 11, 225 
0 0 
4, 740, 000 2, 465, 892 
315, 000 7, 637 
2, 182, 000 837, 502 


21, 842, 104 


53, 922, 720 
(SURFACE) 


$592, 320 $321, 326 


520, 000 319, 990 
49, 000 1, 800 
592, 000 20, 303 
0 0 

44, 000 72 
273, 000 0 
1, 156, 554 599, 329 
79, 000 2, 416 
0 0 

95. 000 0 
8, OOO 6, 574 
600, 960 27, 347 
0 0 

315, 000 276, 788 
0 0 

50, 000 47, 261 
0 0 

0 0 

153, 000 0 
28, 000 0 
440, 640 287, 431 
727, 000 21, 938 
0 0 

610, 000 18, 000 
0 0 

200 0 

0 0 

42, 000 37, 101 
606, 720 262, 028 
42, 000 42, 034 
44, 000 0 
0 0 

0 0 

0 0 

38, 000 0 
641, 280 580, 718 
499, 200 24, 450) 
0 0 

537, 000 850 
31, 886 $1, 441 
0 0 

37, 000 0 
103, 680 796 
0 0 


Estimated 
additional 


obligations, 


Jan. 1- 
June 30, 
1956 


0 

$573, 000 
222, 592 
53, 160 
149, 150 
0 

0 

171, 000 
0 

76, 000 

6, 883, 788 
0 

156, 050 
326, 493 
73, 600 
100, 000 
0 

709, 409 
0 

1, 291, 718 


10, 785, 960 


$50, 000 
15, 000 
31, 200 
458, 000 


0 
35, 000 
0 
55, 000 
0 


0 
0 
0 


4), 000 
0 
12, 452 


0 
954 
0 
0 
0 
23, 000 
14, 000 
504, 000 
0 


i) 


435, 000 | 


0 

100 

0 

0 

118, 000 
0 

35, 500 


Estimated 
cumulative 
obligations 
as of June 
30, 1956 


0 

3, 000 
303, 004 
535, 401 
149, 150 
0 

631, 641 
257, 778 
0 

82, 300 

, 487, 291 
$21, 746 
169, 640 
512,914 
80, 816 
111, 225 
0 

3, 175, 301 
7, 637 

2, 129, 220 


32, 628, 064 


$371, 326 
334, 990 
33, 000 
478, 303 


35, 072 

0 
4, 329 
2, 416 


0 
0 
6, 57 


487, 347 
0 
289, 240 


0 
50, 215 
0 


37, 101 
480, 028 
42, 034 
35, 500 


49, 650 
606, 419 
45, 650 


81, 441 


31, 800 
90, 796 
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NAVAL RESERVE (SURFACE)—Continued 


Amount 
appropri- 
ated, fiscal 
years 
1954-56 


| 
} 


NREF, Tallahassee, Fla 

NREF, Tyler, Tex- -- aches naan 

N&MCRTC, Waco, Tex_ 

NREF, Washington, N.C . 

Nie, Weer maven, Fis... 2.2.0 did... cccksn- 
N&MC RTC, Ww ilmington, Del 

N&MCRTC, Worcester, Mass 


$38, 000 | 
52, 000 
422, 000 | 


0) 
37, 000 | 
0 


200 





Total, surface 





9, 555, 640 
| 





NAVAL RESERVE (GROUND) 


NRTC, Abilene, Tex-- . NE A OX _| 
NRTC, Akron, Ohio__-- . o£ ‘cual 
N&MCRTC, Albany, N. Y--- 123, 000 | 
NRTC, Amarillo, Tex. --_---- Seadads ua i: 110, 400 
MCRTC, Arlington, Va-_---- sauna 0 | 
M&MCRTC, Atlanta, Ga ; fon 317, 000 | 
NRTC, Aurora, Ill 110, 400 
MCRTC, Baltimore, Md_. 245, 000 
MCRTC, Charlotte, N. C-- 154, 000 
NRTC, Chicago, iil’ lee 234, 240 
N&MCRTC, Columbia, he 164, 000 
NRTC, Danville, Il. 110, 400 | 
N& MCRTC, Dayton, “Ohio. - 142, 080 
NRTC, Des Moines, lowa. 102, 720 
MCRTC, Durham, oS ae 53, 000 
N&MCRTC, Eddystone, Pa. 0 | 
NRTC, El Paso, Tex----- binigel 135, 360 
MCRTC, Erie, Pa__-- 190, 000 | 
N&MCRTC, Eugene, Oreg 23, 000 | 
NRTC, Fort Smith, Ark 110, 400 | 
MCRTC, Forty Fort, Pa_- 0 | 
MCRTC, Freemansburg, I = 200, 000 | 
NRTC, Freeport, Long island, N. 135, 360 | 
NRTC, Gary, Ind_--- 110, 400 
NRTC, Hamilton, Ohio- -_--- 110, 400 | 
NRTC, Hartford, ‘Conn. Fn 110, 400 | 
MCRTC, Houston, Tex-- 92, 000 
NRTC, Jackson, Mich__-_-- 110, 400 
MCRTC, Jackson, Miss. --- 129, 000 
MCRTC, Jacksonville, Fla-- 0 | 
NRTC, Joplin, Mo. 110, 400 
N&MCRTC, Kansas City, Mo 279, 000 
MCRTC, Kentfield, Calif _- 89, 000 | 
NRTC, La Crosse, Wis. ‘ ae. 110, 400 
MCRTE, Lewiston, Maine . 7S 0 
NRTC, Lima, Ohio-__-- ite 110, 400 
NRTC, Lineoln, Nebr------ 109, 440 
MCRTC, Louisville, Ky--- 150, 000 
NRTC, Lorain, Ohio-- 109, 440 
ANMCRTC, Macon, ae ; 128, 000 
NRTC, Manchester, N. H-- 135, 360 
NRTC, Mansfield, Ohio. 109, 440 
MCRTC, Miami, Wie.......- 375, 000 
NRTC, Milwaukee, Wis---- 219, 840 
NRTC, Muskegon, Mich__- 109, 440 
MCRTC, New Orleans, La : 140, 000 
MCRTC, Newport News, Va---- 101, 000 
NRTC, Oshkosh, Wis_- 109, 440 
AMCRTC, Pico, Calif-....---- 410, 000 | 
NRTC, Pittsburgh, Pa_--_-- 219, 840 
MCRTC, Portland, Maine. 254, 000 | 
NRTC, Portsmouth, Ohio 109, 440 
NRTC, Pueblo, Colo. 109, 440 
NRTC, Quincy-Hingham, Ma ass 107, 520 
N&MCRTC, Raleigh, N. 0 
N&MCRTC, Reading, Pa. 212, 000 | 
MCRTC, Rochester, ae 0 
N&MCRTC, Salem, Oreg 25, 000 
234, 240 
110, 400 
0 


$110, 400 | 
179, 520 


NRTC, Salt Lake City, Utah_- 
NRTC, San Angelo, Tex---- 
N&MCRTC, San Jose, Calif... - 


Obligated 
as of Dec. 


31, 1955 


$72, 258 | 


170, 604 


80, 133 | 


66, 816 
0 


11, 000 | 
65, 260 | 
0 | 


5, 112 


182, 732 | 
87, 082 | 
68, 445 | 


9, 300 


80, 069 | 
2, 310 | 
0 | 


91, 721 


585 | 


19, 818 


74, 783 | 
0 


675 | 
130, 745 | 
62, 078 | 





Estimated 
additional 
obligations 
Jan. 1- 
June 30, 


~~ 
-~oo- 


Srasae 
s 


| Estimated 
| cumulative 

’, obligations 
| as of June 
| 30,1956 


$29, 630 
42, 325 
304, 629 


0 

28, 720 

0 

100 

. 997, 511 


107, 100 
0 

72, 853 
229, 231 
76, 000 
65, 828 
0 


76, 366 
60, 157 
129, 000 
84, 588 
0 

88, 425 
74, 870 
321, 950 
168, 780 
78, 480 
120, 140 
83, 700 


131, 876 
79, 288 
0 


Sea 





oo eel Sotcetaec oy Lage ce ole aie : 


Station 


NRTC, Steubenville, Ohio. -.- 
MCRTC, St. Joseph, Mo----- 
MCRTC, Syracuse, N. Y.... 
NRTC, Terre Haute, Ind_.-- 
NRTC, Trenton, N. J-- 


N&MCRTC, Waco, Tex_._____- 


NRTC, Wheeling, W. Va....-.-- 
MCRTC, Wichita, Kans. - 


NRTC, Wichita Falls, Tex... .- 


NRTC, Williamsport, Pa 
N&MCRTC, Wilmington, Del 
NMCRTC, Winston-Salem, N. 
NRTC, Zanesville, Ohio 


Fe I oct ce ccticenncsss 


MCRTC, Santa Monica, Calif__- 
N&MCRTC, Springfield, Ill_.-.-- 
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Amount 
appropri- 
ated, fiscal 


years 
1954-56 


$70, 000 
137, 000 
109, 440 
15, 200 
128, 000 
109, 440 
154, 560 
224, 000 
106, 560 
76, 000 
110, 400 
109, 440 
0 

181, 000 
109, 440 





9, 540, 840 


NAVAL RESERVE (GROUND)—Continued 


Obligated 
as of Dec. 

31,1955 | 
j 


95, 590 
72, 725 


3, 923, 612 





NAVAL RESERVE—GRAND TOTAL 


| 


oa 


Estimated 
additional 
obligations, 
Jan. 1- 
June 30, 
1956 


$57, 180 
8, 859 
101, 081 
0 


2, 027 
3, 268 
31, 535 
14, 229 
2, 021 
63, 500 
4, 950 
7,021 
0 

9, 120 
3, 310 


2, 409, 720 


| Estimated 
| cumulative 
| obligations 
| as of June 
30, 1956 


$60, 150 
91, 467 
102, 633 
15, 850 
125, 070 
56, 397 
146, 481 
168, 788 
75, 433 
63, 500 
88, 882 
99, 476 
0 

104, 710 
76, 035 


6, 333, 332 





1 


($53, 922, 720 |$21, $42, 104 $10, 785, 960 | $32, 628, 364 


| 9, 555, 640 | 
| 9, 540, 840 


3, 367, 972 | 
3, 923, 612 | 


2, 629, 539 


2, 409, 720 | 


5, 997, O11 
6, 333, 532 


eciimastetomdnnns i ahands! 
| 73, 019, 200 | 29, 133,688 | 15,825,219 | 44, 958, 907 


UNCOMMITTED FUNDS 


' 


Mr. SHEPPARD. With reference to the $20.7 million estimated to 
be unobligated at the end of fiscal year 1957, how much of this will be 
uncommitted and (2) can you identify it as to the specific projects? 

Captain Drustrup. We can furnish that information for the record. 

(Information is as follows:) 








Military construction, 


Naval Reserve (aviation 
NAS, Columbus, Ohio. 
NAS, Lincoln, Nebr 

Naval Reserve (surface): 


N&MCRTC, Akron, Ohio_--- 


NREF, Anderson, 8. C 
N&MCRTC, Chicago, iil 
NRTC, Davenport, Towa. 
NREF., Eureka, Calif. 
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Station 


N&MCRTC, Hutchinson, Kans 


NREF, Miami, Ariz. 
N&MCRTC, Milwaukee, 
NREF, Modesta, Calif 
N&MCRTC 
NREF, Santa Maria, Calif 
NREF, Tallahassee, Fla_- 
N&MCRTC, Waco, Tex 
Naval Reserve (ground): 
NRTC, Abilene, Tex 
NRTC, Amarillo, Tex 
NRTC, Aurora, Ill 
NRTC, Chicago, Ill 


N&MCRTC, Columbia, 8. C 


NRTC, Danville, Ill 


NRTC, Des Moines, Iowa- - 


NRTC, El Paso, Tex 
MCRTC, Erie, Pa 
N&MCRTC, Eugene, Oreg 
NRTC, Fort Smith, Ark 


MCRTC, Freemansburg, Pa 


NRTC, Gary, Ind_- 
NRTC, Hamilton, Ohio 
NRTC, Hartford, Conn 
NRTC, Jackson, Mich 
NRTC, Joplin, Mo 
NRTC, La Crosse, 
NRTC, Lima, Ohio 
NRTC, Lincoln, Nebr. - 
NRTC, Lorain, Ohio 


Wis. 


Grand total, uncommitted 


1 Credit. 


Wis_- 


, Port Arthur, Tex._- 


Utah____. 


OM nc 


NRTC, Manchester, N. H 
NRTC, Mansfield, Ohio. --.....-.-- 
NRTC, Milwaukee, Wis 
NRTC, Muskegon, Mich 
NRTC ” Oshkosh, Wis = 
NRTC, Portsmouth, Ohio 
NRTC, Pueblo, Colo 
N&MC R’ rc, Salem, Oreg 
NRTC, Salt Lake C ity, 
NRTC, San Angelo, Tex 
N&MCRI a? Springfield, Nl 
MCRTC Joseph, Mo 
NRTC, Terre Haute, Ind 
N&MCRTC, Waco, Tex 
NRTC, Whe eling, 

NRTC, Wichita Falls, Tex 
NRTC, W illiamsport, Pa 
N&MC R’ rC, Winston-Sale m, 
NRTC, Zane Sv ille, Ohio 


Naval Reserve Forces 


Uncommit- | 
ted at end 
of fiscal year 
1957 


1 $1, 004 
61, 000 


151, 000 
2, 450 
466, 000 
1, 730 | 


Estimated 

uncommit- 

ted June 30, 
1957 


1215 |___- 


113, 000 
2, 799 | 
14, 733 

1 34 | 

1 11, 650 | 
1,850 
1, 900 

54, 504 | 


31, 657 | 
37, 752 
39, 865 
25, 095 
56, 083 
38, 169 
18, 864 
38, 284 
39, 315 
1, 782 
26, 219 | 
9, 225 | 
43, 907 | 
24, 511 
2,011 
41, 180 | 
35, 848 


42, 508 |_- 


31,112 
46, 979 | 
20, 830 | 


44,148 | -. 
31,611 |- be 


48, 355 


das al 44, 964 | 


29, 628 |... 


St © casayainedw 


37, 954 | 
3, 689 | 


sotnes 91, 132 |.. 


mei 27, 757 


— 37, 523 


Se 
S 
=e 


50, 480 
40, 452 
25, 799 
18, 363 


s ‘ 62, 538 
30, 550 | 


~ 1, 286, 283 


2 2, 144, 436 


2 It is anticipated that these funds will be required to cover overruns on other projects which are as yet 


not completed. 


Mr. SHepparp. Has the Bureau of the Budget placed any funds 
from this appropriation item in reserve? 


Admiral SMITH. 
1956 is $15,609,005. 


The present reserve as of the end of February 











PP are ay -# 
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STATUS OF OBLIGATIONS 


Mr. SHepparp. What is the status of the present program as to 
that under contract and that not under contract? 

Mr. ANDERSON. We have cumulative obligations to December 31 
showing $29 million under contract obligations as of that date. 

Mr. SHEPPARD. $29 million was under contract. 

Mr. ANDERSON. Yes, sir. That is the total of the program that is 
obligated. 

Mr. SHepparp. Now what is the amount that is not under con- 
tract? 

Commander Errrr. The unobligated total is $43,885,000. 

Mr. SHepparD. That would mean that that amount is not under 
contract. 

Commander Errrr. Yes, sir. 

Mr. SHEPPARD. Is any portion of that committed? 

Commander Errmr. Yes, sir. 

Mr. SHEPPARD. What portion of the figure you have just given is 
committed? 

Commander Errer. We estimate that there are plars ready which 
will allow us during the remainder of the year to obligate approximately 
$16 million additional. 

Mr. SHepparp. Of the projects not under contract, what is the 
general status of the planning? 

Commander Errer. Of the $43 million, we plan to put an additional 
$16 million under contract this year and an additional $12 million 
under contract next vear. That is not counting next year’s money; 
that is money we presently have available. 

Mr. SHEPPARD. What is the status of your planning which will 
permit you to issue contracts to the extent you have just revealed? 

Commander Errer. That is the extent of it. That represents 
projects for which completion of plans is assured. Various difficulties, 
as previously mentioned, prevent a projection of a greater obligation 
than I have. 

Mr. SHepparD. In other words, what you are telling me here now 
is that you are planning to issue a series of contracts to cover about 
$28 million of the $43 million? 

Commander Errer. Yes, sir. $28 million of the unobligated $43 
million. 

Mr. SHeprparp. Now what is the status of the contracts you con- 
template putting out? Are they prepared and ready, or do you still 
have further planning to do in the way of refining what is required 
under the contract? 

Commander Erresr. I will furnish that for the record if you want it 
broken down. Some of it is in the A and E stage. Not all, of it is 
completed. 

Mr. Suepparp. Give us what is in a status of completion in the 
A and E, and what is the balance to be cleared or worked through the 
series of A and E. 

Commander Errmr. Yes, sir. 

(The information requested follows:) 
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| : F 
Amount | Unobli- | Estimated 8 
tatus of 
| a@ppro- | gated cumulative 
Station | priated | balance obligations, |P!#2s — sacaenaee t 4 
| fiscal year | asof Dec. | June 30, eee ume i 
1954-56 | 31, 1955 1956 | 
- | niin r 
| Percent , 
NAS, Akron-Cleveland.__.._..-_- | 3,864,000 | 3,864,000 |....._..___. Indefinite. 
Ji. i a --| 4,735,000 | 4, 735, 000 | 573, 000 | 5 | Fiscal year 1956 and 3 
| fiscal year 1957. 
NAD COINS... oct dis ic 302, 000 221, 588 | 303, 004 100 | Fiscal year 1956. 
I i as -| 539, 000 56, 759 535, 401 | 100 Do. 
A kc adikmnbanineen 157, 000 | 157, 000 149, 150 65 Do. 
NAS, GIO). oe we dcdededuas 193, 000 193,000.) ..........-.| 0 | Fiscal year 1957. 
en cueecsena 827, 000 195, 359 | 631, 641 | 100 | Fiscal year 1956. 
NAS, Los Alamitos__..........--- 272, 000 | 185, 222 | 257, 778 65 Do. 
RI Sh... tack imibiseenentel aimee nnd pebanirwe Digna ie Bile caedlinnkdriniis ‘ 
NAS, Minneapolis. --...-.....--- | 347, 000 | 340, 700 | 82, 300 40 Do. 
NAS, New Orleans.....-....-..-- | 24,835,000 | 8, 231, 497 | 23, 487, 291 7 Fiscal year 1956 and 
fiscal year 1957. 
NAS, New York.................. 431, 720 | 9,974 | 421, 746 | 100 | Work complete. 
NAS, Niagara Falls_.........-.-.- ‘ 394, 000 | 380, 410 169, 640 75 | Fiscal year 1956. 
RU roo cnnniee . 870,000} 683, 579 512, 914 | 60 Do. 
EID  edddweisidaecs + dedach 321, 000 313, 784 80, 816 90 Do. 
NAS, Portland..-.....-.-- ..------| 8, 598,000 8, 586, 775 111, 225 0 | Fiseal year 1957. 
NAS, Seattle...........- sioktinal ils diciadh tel pct ated ie 
NAS, South Weymouth-__..--_---- 4, 740, 000 2,274,108 | 3,175,301 25 | Fiscal year 1956 and 
’ fiscal year 1957. 
DEAS, Oe ee nc aang dseueere hoor 315, 000 | 307, 363 7, 637 80 | Fiscal year 1956. ' 
NAS, Willow Grove-..........-..-- 2,182,000 | 1,344,498 | 2,129, 220 70 | Fiscal year 1956 and \ 
| | fiscal year 1957. } 





sl an en at Ante 











“bed 
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Military construction, Naval Reserve Forces surface facilities 




















| Esti- 
Amount | Unobli- | mated 
appro- gated cumula- 
Station pria balance | tive obli- 
fiscal yearsjas of Dec.| gation, 
1954-56 31, 1955 | June 30, 
1956 
N&MCRTC, Akron, Ohio... -- $592, 320 | $270,994 | $371, 326 
N&MCRTC, Albany, N. Y----- 520, 000 200, 010 334, 990 
NREF, Anderson, 8. C.. 49, 000 47, 200 33, 000 
N&MCRTC, Atlanta, Ga. 592, 000 571, 697 478, 303 
NREF, Carlsbad, N. Mex... 44, 000 43, 928 35, 072 
| 
NRTC, Cedar Rapids, Iowa-- 273,000 | 273,000 0 
N&M Cc RTC, Chicago, Il ..|1, 156, 554 557, 225 654, 329 
NRTC, Clifton, N. J---- . 79, 000 76, 584 2, 416 
NREF, Curwensville, Pa---.-..-- | 95,000} 95, 000 | 0 
NRTC, Davenport, Iowa. 8, 000 1,426 | 6,574 
N&MCRTC, Dayton, Ohio--. | 600, 960 573,613 | 487, 347 
N&ARTC, Elmira, N. Y--- ...| 315,000 38, 212 289, 240 
NREF, Eurpha, Calif... 50, 000 2,739 | 50,215 
N&MCRTC, Fort Schuyler, N. Y_| 153,000 | 153,000 | 0 
NREF, Hattiesburg, Miss- -- 28, 000 28,000 | 23, 000 | 
N&MCRTC, Hutchinson, Kans 440, 640 153, 209 | 301, 431 
N&MCRTC, Kansas City, Mo. 727, 000 705, 062 525, 938 | 
N&MCRTC, Louisville, Ky---.. 610, 000 592, 000 453, 000 | 
N&MCRTC, Manchester, N. H--_} 200 200 | 100 
NREF, Miami, Ariz_. 42, 000 4, 899 37, 101 
N&MCRTC, Milwaukee, Wis....| 606,720 | 244,692 | 480, 028 
NREF, Modesto, Calif... | 42,000 | er. 34| 42,034 
NREF, Monroe, La 44, 000 44,000 | 35, 500 
N&MCRTC, Port Arthur, Tex. 38, 000 38,000 | 49,650 
N&MCRTC, Pittsburgh, Pa 641, 280 60, 562 606, 419 
N&MCRTC, Quincy-Hingman, 499,200 | 474,750} 45,650 
Mass, 
N&MCRTC, Reading, Pa 537,000 | 536,150 | 45, 407 
N&MCRTC, San Francisco, Calif. 81, 886 445 | 81, 441 
NREF, Santa Maria, Calif. 37, 000 37, 000 31, 800 | 
N&MCRTC, St. Louis, Mo 103,680 | 102,884 | 90,796 
NREF, Tallahassee, Fla--_- 38, 000 36, 370 | 29, 630 | 
NREF, Tyler, Tex...............| 52,000 | 52,000 | 42, 325 
N&MORTC, Waco, Tex........-- 422,000 | 137,371 | 304,629 
NREF, Winter Haven, Fla__---_.- 37, 000 35,280 | 28, 720 
N&MCRTC, Worcester, Mass....| 200 200 | 100 | 











Status of plans | 
and specifica- 
tions 


Complete - - - - 
vita 
wien 
i 
95 percent 
complete. 


Complete - : 


|; 80 percent 


complete. 
0 ‘ 
None re- 
quested. 
Complete - - 
.do_. 
do___. 


50 percent | 


complete. 

Complete - 

95 percent 
complete. 

90 percent 
complete. 

None 


Complete 


.do 


_do 


0 
Complete 
.do ‘ 
10 percent 
complete. 


0 
Complete 


15 percent 
complete. 
None re- 

quested. 
Complete 
70 percent 
complete. 
Complete - - _- 
80 percent 
complete. 


None request- | 


ed. 


| 


j 

| 

Planned date of con- 
struction contract 


| 
Awarded. 
Do. 
“a Mar, 29, 1956. 
Apr. 19, 1956. 
May 1956. 


Fiscal year 1957. 
Awarded. 
Fiseal year 1957. 


Do, 
Acquisition 
plete. 
Awarded, 
Do. 
Construction 
plete. 
| Replaced by 
year 1958 
for new 
tion. 
May 1956. 


com- 


com- 


fiseal 
project 
construc- 


Awarded. 

May 1956. 

April 1956. 

February 1956 for 
title acquisition. 

Construction com- 
plete. 

| Fiseal year 1954 proj- 
ect complete. Fis- 
eal year 1956 proj- 
ect March 1956. 

Construction com- 
plete. 

June 1956. 

April 1956. 

Awarded. 

Fiseal year 1957 site 
acquisition de- 
layed. 

Do. 

Construction com- 

| plete. 
June 1956. 


June 1956 for title 
acquisition. 

April 1956. 

May 1956. 


Awarded. 
May 1956. 


March 1956 for title 
acquisition. 
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| 
| Esti- 
ener Unobli- | mated 
mt gated | cumula- | Status of plans | py). og aote of 
Station petted balance tive obli-| and specifica- ounee Gate is ~¥ 
vears |250f Dec.| gation | tions a 
1954-56 | 31, 1955 | June 30, 
: 1956 
| Me a hal a cS 
} | | 
NRTC, Abilene, Tex----- $110, 400 $38, 142 $75, 288 | Complete___..| Construction com- 
plete. 
NRTC, Akron, Ohio. .--| 179, 520 8, 916 173, 304 ened .| Awarded. 
NA&MCRTC, Albany, N. Y_.-.-| 123,000} 42,867] 90,133 |_.--- do_..-. Do. 
NRTC, Amarillo, Tex_- _..| 110,400 43,584 | 69,367 |-.--- ee ae a com- 
plete. 
N&MCRTC, Atlanta, Ga_. | 317,000 | 306,000 | 271,000 |_.._- do | Apr. 19, 1956. 
NRTC, Aurora, Il_----- 110, 400 45, 140 68, 548 |..--- do-__- ..| Construction | com- 
| | | plete. 
MCRTC, Baltimore, Md_- | 245,000 | 245,000 Ore... | Fiscal year 1957—~ 
| | chanee in site, sup- 
| * 
plement to fiscal 
| year 1957 project. 
MCRTC, Charlotte, N. C- 154,000 | 148, 888 132, 112 | Complete. .__- | April 1956. 
N RTC, Chicago, Il 234, 240 51, 508 207, 103 Bgl eee | Awarded. 
N&MCRTC, Columbia, 8. C | 164,000 76, 918 99, 940 este | Do. 
NRTC, Danville, Il_-- ne 110,400 | 41,955 | 70,396 aeeSencs Construction com- 
plete. 
N&MCRTC, Dayton, Ohio... 142,080 | 132,780 | 113,300 |_.._.do..... Awarded. 
NRTC, Des Moines, lowa_- 102, 720 22,651 | 82,988 |_....do_---- ———— com- 
| | _ plete. 
MCRTC, Durham, N.C 53, 000 50,690 | 45, 546 |- a 7 March 1956. 
NRTC, El Paso, Tex | 135,360 | 43,639 92,898 -do......-..| Construction com- 
| | plete. 
MCRTC, Erie, Pa.__-- | 190,000 | 189,415 | 150,685 | Nonerequired_| June 1956, fee title 
| | | } aequisition. 
N&MCRTC, Eugene, Oreg- 23, 000 3, 182 19,818 | Complete...-.| Construction com- 
| | | plete. 
NRTC, Fort Smith, Ark. 110,400 | 35,617} 80,199 do... Do. 
MCRTC, Freemansburg, Pa-....--| 200,000 199,325 | 190,775 | Nonerequired_.| June 1956, fee title 
| | acquisition. 
NRTC Freeport, L. I- : 135, 360 | 4,615 | 132,411 | Complete_-_- — com- 
| plete. 
NRTC Gary, Ind b 110,400 | 48,322 | 64,338 |_....do____-___| Do. 
NRTC Hamilton, Ohio-- 110,400 | 29,532 83, 743 |.....do- | Do. 
NRTC Hartford, Conn _------ 110, 400 | 7,042 | 106,111 |..--.do- Do. 
NRTC Houston, Tex- -- 92,000 | 92,000 | 4,300 | 0.-- | Fiseal year 1957 
held in abeyance 
pending resolution 
of site. 
NRTC Jackson, Mich 110,400 | 44,452 67,261 | Complete-_-_- ae com- 
| plete. 
MCRTC Jackson, Miss----- 129,000 | 129,000 | 107,100 | 25 percent. | June 1956. 
NRTC Joplin, Mo..--------- 110,400 | 39,314 72,853 | Complete.....| Construction com- 
| | | | plete. 
N&MCRTC Kansas City, Mo--. 279,000 | 269,769 | 229,231 | 95 percent.__- May 1956. 
MCRTC Kentfield, Calif. 89,000 | 89,000 | 76,000 | 50 percent..._.| June 1956. 
NRTC La Crosse, Wis---- 110,400 | 45,983 | 65,828 | Complete_-._-- Conservation com- 
} | | plete. 
NRTC Lima, Ohio_--- 110,400 | 41,514 ee Do. 
NRTC Lincoln, Nebr. 109,440 | 51,236 | 60,157 Oe: S2e.: Do. 
MCRTC Louisville, Ky --- | 150,000 | 145,000 129, 000 90 percent. April 1956. 
NRTC Loraine, Ohio-- -| 109,440 | 29,023 84, 588 Complete _- a com- 
| | plete. 
A&NMCRTC Macon, Ga..--- 128,000 | 128, 000 RED h a senmsews .-| Fiseal year 1957 sub- 
| | ject to reprogram- 
ing to different 
‘ location. 
NRTC, Manchester, N. H 135, 360 50,284 | 88,425 | Complete. Construction com- 
| plete. 
NRTC, Mansfield, Ohio- - 109, 440 41, 244 PO Bn aso deen Do. 
MCRTC, Miami, Fla 375,000 | 361,800 | 321,950 | 90 percent_- April 1956. 
NRTC, Milwaukee, Wis 219, 840 61, 716 168, 780 | Complete - - | Construction com- 
| | plete. 
NRTC, Muskegon, Mich- - 109,440 | 32,075 78, 480 do. Do. 
MCRTC, New Orleans, La- 140,000 | 135,360 | 120,140 | 50 percent_-- April 1956. 
MCRTC, Newport News, Va 101,000 | 97,000 | 83,700 | 75 percent Do. 
NRTC, Oshkosh, Wis. - ---- |} 109,440 | 48,625 62,308 | Complete-- Construction com- 
; | plete. 
A&MCRTC, Pico, Calif-.-- 410, 000 410, 000 20,000 0 Fiscal year 1957—dle- 


layed by change to 
unilateral construc- 
tion on different 
site, 


P= SAR ne Nb a ia we 













seks 


sae 


i 
EY 








: 
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Military construction, Naval Reserve forces ground facilities—Continued 





| Amount | Unobli- 
appro- gated 
priated balance 

fiscal years|as of Dec. 
1954-56 31, 1955 


Station | 


NRTC, Pittsburgh, Pa | $219,840 | $12,818 
MCRTC, Portland, Maine 254,000 | 244, 000 
NRTC, Portsmouth, Ohio- - 109, 440 19, 787 
NRTC, Pueblo, Colo 109, 440 42,373 | 


NRTC, Quincy Hingham, Mass 107, 520 104, 006 


N&MCRTC, Reading, Pa 212, 000 


N&MCRTC, Salem, Oreg--.-- $25, 000 5, 089 


212, 000 


NRTC, Salt Lake City, Utah_..._| 234, 240 110, 746 
NRTC, San Angelo, Tex.......... | 110, 400 34, 577 
MCRTC, Santa Monica, Calif-__- 70,000 | 67,030 
N&MCRTC, Springfield, Il 137, 000 54, 392 
NRTC, Steubenville, Ohio_.._.-.- 109,440 | 107, 888 
MCRTC, St. Joseph, Mo........-. 15, 200 650 | 


MCRTC, Syracuse, N. Y-...--- 
NRTC, Terre Haute, Ind 


--| 128,000 
109, 440 


4, 957 
cucgeqna 56, 311 
39, 614 


NRTC, Trenton, N. J. -- 
N&MCRTC, Waco, Tex---- 
I 


| 
| 154, 560 
| 
| 


_-----| 224,000 69, 441 
NRTC, Wheeling, W. Va_...----- 106, 560 | 33, 148 
MCRTC, Wichita, Kans._.......| 76,000 | 76,000 
NRTC, Wichita Falls, Tex.......| 110,400 | 26, 468 
' 
NRTC, Williamsport, Pa. ay 109, 440 | 16, 985 
N&MCRTC, Winston-Salem, 181, 000 | 85, 410 
N.C. | | 
NRTC, Zanesville, Ohio. .....---- | 109,440 | 36,715 


1 Credit. 


Esti- 
mated 
cumula- 
tive obli- 
gation, 
June 30, 
1956 


$212, 321 
20, 000 


102, 372 


69, 638 
3, 514 


8, 200 


19, 911 | 


131, 876 
79, 288 
60, 150 
91, 467 


102, 633 |_ 


115, 850 


125, 070 
56, 397 


146, 481 


168, 788 | 


75, 433 


63, 500 


88, 882 


99, 476 | 


104, 710 


76, 035 


Status of plans 
and specifica- 
tions 


Complete 
0 


| Complete 


do 
10 percent 


0 oe 
| Complete... 
eden 2 

..do 


50 percent___. 
|Complete - -._-- 
...do 5 
None required 


Complete - - 
es. 


Rp 
ee 
_ 


le 
do... 


ET repth dahil 


ate a 


do... 


AVIATION FACILITIES 


| 


Planned date of con- 
struction contract 


Awarded. 

Fiscal year 1957 de- 
layed by possible 
reprograming to 
different site. 

Construction 
plete. 

Do. 

Fiseal year 1957—le- 
layed by difficulty 
in securing site. 

Fiscal year 1957 
site acquisition de- 
layed. 

Construction 
plete. 

Do. 
Do 

April 1956. 

Construction 
plete. 

Awarded. 

Fee title acquisition 
complete. 

Awarded. 

Construction 
plete. 


com- 


com- 


com- 


com- 


-| Awarded. 


Do. 
Construction 
plete. 
March 1956. 
Construction 
plete. 
Do. 


com- 


com- 


.| Awarded. 


Construction 
plete. 


com- 


Mr. SueprparpD. We will insert pages 1, 2, and 3 of the justifications 


in the record at this point. 


(The matter above referred to is as follows:) 
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‘Military construction, Naval Reserve Forces’’—Naval Reserve (Aviation), fiscal year 
1957, Sept. 30, 1955, revised Jan. 19, 1956 














ssmceaaeaine ; a . * 14 
| Appro- ; 
Project location and description | neiention ee Page 4 
1957 | | 
NAS, Columbus, Ohio: | 
1. Additional jet fuel storage facilities pdabuusksencaucl i ca elke $100,000 | NAR-1 
| 8lst Cong. 
2. Installation of a sprinkler system in hangar, bldg. No. 39- |j---=- EE cccghu ss comeekh | 68,000 | NAR-1 
3. Installation of a sprinkler system in hangar, _—" NG. BT. 450 MO Aes 6 cine 64,000 | NAR-1 
4. Single turbojet engine test facilities..................___|_.-..do----______.. 170,000 | NAR-1 
NAS, Dallas, Tex.: | 
1. Land seaumition, 85 aares.... ~~ -6ss-sns----css-cs ile lela. ated 85,000 | NAR-2 
2. Airfield pavements . Keb ebe sess cake. ee 1, 730,000 | NAR-2 
3. Single turbojet engine SONAR ant oek ee a 170,000 | NAR-2 
NAS, Denver, Colo.: 
1. Airfield on sxiwnn en ewnliasdiomccussussbns uiehiceael oa 2, 886,000 | NAR-3 
2. Single turbojet engine en aeies gl aes, 8 170,000 | NAR-3 
NAS, Glenview, II: | 
1. Airfield pavements kde ncn eewebcast sh ac hange aa ; 401,000 | NAR-4 
2. Communication facilities.__._..........._---. : SO CSR ae ee 190,000 | NAR-4 
3. Single turbojet engine test facilities. éddiiaitich stacks oes cai 170,000 | NAR-4 
NAS, Lincoln, Nebr.: ; 
1. Land acquisition and ammunition storage ial aie . 50,000 | NAR-5 : 
2. Single turbojet engine test facilities.................._.- none eae 170,000 | NAR-5 
NAS, Los Alamitos, Calif.: | 
1. Single turbojet engine test facilities_____- a aaoene® ae 170,000 | NAR-6 
2. Aviation fuel storage : do ; 123,000 | NAR-6 
3. Strengthening and replacing east-west taxiway and |_.-..do 303,000 | NAR-6 
holding area pavement. | 
MCAS, Miami, Fla.: 
1. Alterations to hangar 147 for NARTU ‘ ..do 155,000 NAR-7 
2. Single turbojet engine test facilities _- i a 2 ..do 170,000 | NAR-7 
NAS, Minneapolis, Minn.: 
1. Single turbojet engine test facilities ___--- = do 170,000 | NAR-S 4 
NAS, New York, N. Y.: | 
1. Airfield pavements —— Scie ip ieee bina 720,000 | NAR-9 
2. Single turbojet engine test facilities. __- ‘ do 170,000 | NAR-9 
NAS, Niagara Falls, N. Y.: 
1. Boiler house and transformer substation ___. 4 ‘ .do : 274,000 NAR-10 
2. Cafeteria, welfare, and recreation building ; ..do oa 446,000 | NAR-10 
3. Aircraft parking and hangar access ram)})--- -- —o 348,000 | NAR-10 
4. New jet taxiway -_--- ; SE otis bate th 7 -.do 335,000 | NAR-10 
5. Jet engine test facility._.........---- ae ; do ; 170,000 | NAR-10 
NAS, Oakland, Calif.: 
1. Single turbojet engine test facilities -__ ses =; 170,000 | NAR-1l1 
NAS, Olathe, Kans.: 
1. Single turbojet engine test facilities_-- MB waede 170,000 | NAR~=12 
2. Aircraft parking apron extension _-.----- : .do 334,000 | NAR-12 
NAS, Seattle, Wash.: 4 
1. Remote VHF-UHF facilities_..............-.-- in I nO ate 85,000 | NAR-13 j 
NAS, South Weymouth, Mass.: 
1. Single turbojet engine test facilities_..................-- ane MR astenss 170,000 | NAR-14 | 
NAS, St. Louis, Mo.: j 
1. Installation of 2 2,500-barre] aviation- aa See Bh aed Jk 123,000 | NAR-15 | 
2. Single turbojet engine _ J pera hk item aie 170,000 | NAR-15 j 
NAS, Willow Grove, Pa. | 
1. Relocate communication transmitter-_____..._-- laos rrr eee sheds 269,000 | NAR-16 i 
2. Single turbojet engine test facilities..................-- alah ls saint | 170, 000 NAR-16 
Sa eee Se i Dhkiiinceinne uwee 220,000 | NAR-16 | 
| ametognapetmnial 
Total estimated cost, fiscal year 1957 program_.......|.-.........-.-.-.--- | 11, 859, 000 | | 
| | 
AUTHORIZATION STATUS, APPROPRIATIONS, AND COSTS i 
qd 
Mr. Suepparp. Captain, give us the benefit of the addition of the i 


columns in this table which reflect the total estimated cost, Navy’s 

share, of the overall amount appropriated to the Navy through 

fiscal year 1956. 
Captain Stewart. I will supply that for the record. 
(The information follows:) ; 








On RL a ite Oa aici SM 8 


Mbievs Buia. 


Station 


NAS, Columbus, Ohio---..........| 


NAS, Dallas, Tex....-.-..-. i 
NAS, Denver, Colo. ..-..-.-..-..- ° 
NAS, Glenview, Tl 
NAS, Lineoln, Nebr-.-.....----- 
NAS, Los Alamitos, Calif-- 
MCAS, Miami, Fla_- 

NAS, Minneapolis, Minn _- 
NAS, New York, N. Y--- re 
NAS, Niagara Falls, N. Y--..--- 
NAS, Oakland, Calif 
NAS, Olathe, Kans_ - 
NAS, Seattle, Wash 
NAS, South Ww eymouth, ‘Mass. 
NAS, St. Louis, Mo igen 
NAS, Willow Grove, Pa--.-. 


Total, aviation. -___-_- 


| 
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Appro- 

ae priation 

ae requested, 

fiseal year 

1957 
Public Law 783, $402, 000 
81st oae- 

s6i do.. da 1, 985, 000 
oar ag i 3, 056, 000 | 
do... 761, 000 | 
> opllbped . 220, 000 | 

es | 596, 000 
ae XFL) 325, 000 | 
oe 7s 170, 000 | 

do. | 890, 000 | 

do... 1, 573, 000 

do... s 170, 000 

 aeteiiecae 504, 000 
— 85, 000 | 

a « 170, 000 

sri Olean 293, 000 

_— 659, 000 


| 11, 859, 000 tome 209, 102 133, 


| 





Total 
Federal 
cost 


$1, 951, 000 


9, 743, 000 


1, 832, 000 
13, 358, 535 


3, 230, 947 
9, 093, 720 
5, 818, 000 


15, 962, 000 
3, 523, 000 
| 27, 410,000 
11, 455, 000 
9, 529, 500 


| 6,043, 000 | 


4, 198, 600 | 
9, 735, 800 | 


325, 000 | 


Total 
Navy 
cost 


$1, 951, 000 


1 


15, 
27, 


9, 743, 000 
4, 198, 600 
9, 735, 800 
1, 832, 000 | 
3, 358, 535 | 
325, 000 
3, 230, 947 
9, 093, 720 
5, 818, 000 
6, 043, 000 
962, 000 | 
3, 523, 000 
410, 000 


11, 455, 000 


% 529, , 500 
208, 102 


Military construction, Naval Reserve Forces—Naval Reserve (aviation) 


Appro- 
priated 
through 
fiscal year 
1956 


$302, 000 


539, 
157, 
193, 000 
827, 000 
272, 000 

0 
000 


000 
000 


347, 
431, 720 
394, 000 
870, 000 
321, 000 

0 

4, 740, 000 
315, 000 
2, 182, 000 


11, 890, 720 


Mr. Suepparp. With reference to the projects referred to on 
page 1 of the justifications that we are presently looking at, I wish you 
would give me the following information: 

(1) Total estimated Government cost. 

(2) Total estimated Navy cost. 

(3) Funds appropriated to fiscal year 1956. 

(4) Status of funds as to obligation. 
) Status of funded construction—and I would like to have a 
brief general statement about that inserted in the record. 

. Status of planning for the fiscal year 1957 program. 

) Availability of the necessary real estate involved. 
ia us take the first one—total estimated Government cost. 


is that amount? 


NAS, COLUMBUS, 


OHIO 


What 


Captain Stewart. $100,000 on the first project (Columbus, Ohio). 


Mr. 
project? 


Captain Srpewart. $100,000. 


Mr 
premise? 


. SHEPPARD. Are you answering this 


Captain Stewart. Yes, sir. 


Mr. Suepparp. I want it by stations. 


Captain Stewart. $402,000. 


Mr. 
project? 


Captain Srewart. $402,000. 
Mr. SHepparp. What are the funds appropriated to fiscal year 1956 


for the same project? 


Captain Stewart. None. 


Commander Errer. 


bus so far is $302,000. 


Mr. SHEPPARD. 


That is fiscal 1956 


SHEPPARD. What is the total estimated Navy cost on the same 
question on the line item 


The first is Columbus, Ohio. 


SHEPPARD. What is the total estimated Navy cost for the same 


The total amount we have received for Colum- 
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Commander Errrer. That is through fiscal 1956; that is cumulative. 

Mr. Suepparp. What is the status of funds as to obligation for the 
same project? 

Commander Errer. We have obligated as of December 31, $80,412. 

Mr. SHepparp. What is the status of the funded construction for 
the same project? 

Commander Errrr. The bids have been in excess of the available 
funds and so far construction has not gone ahead pending an attempt 
to redesign and refinance. The project is $95,000 short as designed 
and we are redesigning it in an attempt to get it within the funds. 

Mr. SHepparD. Now give us the status of the planning for the fiscal 
year 1957 program for the same project. 

Commander Errer. No actual A. and E. work has been done on 
that. Part of it has been advance planned and part has not; that is, 
part of it has been completed, but the entire advance planning has 
not been completed. 

Mr. SHepparp. When do you contemplate completing it? 

Commander Errer. It is imminent, but we have no completion 
date. We have gotten part of it; the rest certainly should be avail- 
able shortly. 

Mr. Suepparp. What has been the general cause of the delays in 
the planning? 

Commander Errer. As I understood your question, we were 
talking about the advance planning in 1957; of which part has been 
received, part not. Your question is directed as to why 1956 has not 
gone ahead? 

Mr. Suepparp. No; why the 1957 planning has not gone ahead. 
What is happening to that; if it is late, what is causing it? 

Commander Errsr. I can answer only as to the single turbo-jet 
engine test facility. The advance planning of the turbo-jet test cell 
is being done in conjunction with standards for all air stations. The 
big double unit has been completed. The reserve air stations will use 
only the small single test cell, and the plans for the small test cell 
should be received within the next week or 10 days. 

Mr. SHepparp. What is the situation as to the availability of the 
necessary real estate that is involved? 

Commander Errer. It is available. 

Mr. Suepparp. It is all available? 

Commander Errer. Yes, sir. 


Fripay, Marcu 16, 1956. 


NAVAL AIR STATION, DALLAS, TEX. 


Mr. Suepparp. We will pick up the next activity, which is the next 
section of budget activity No. 1, naval air station, Dallas, Tex. 
I would like to have the total estimated Government cost. 

Commander Errrer. Mr. Chairman, last night you asked for both 
that and the Navy cost. Inasmuch as all projects in this program 
are strictly Navy without joint participation, the total Government 
cost and total Navy cost will be synonymous. The total amount 
appropriated for Dallas to date is $539,000. 


| 
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Mr. SHepparD. Next question is funds appropriated for fiscal year 
1956. 

Commander Errerr. Sir, there was nothing for Dallas in 1956. 
This appropriation was for 1955. The figure which I gave you, 
Mr. Chairman, was everything through 1956. 

Mr. SHepparD. Isee. Now give us the status of funds as to obliga- 
tions, if any. 

Commander Ertrer. As of the 31st of December, sir, we had 
$482,000 of this fund obligated. This will show in the report which 
you have. However, since the Ist of December we have obligated 
$221,000 additionally. I beg your pardon. 

The status of funds unobligated as of December 31 was $56,759. 
I had the wrong figure. 

Mr. SHEPPARD. Status of planning on the fiscal year 1957 program. 

Commander Errrr. We plan to obligate between now and the end 
of the year, sir, an additional $45,000. 

Mr. SuepparD. What is the availability of the necessary real estate 
connected with this project? 

Mr. Trencken. The 1957 proposal includes the acquisition of 
approximately 85 acres of land at $85,000. We have had that esti- 
mated by the district public works officer. We have not yet taken 
any steps to acquire that land. 

Mr. SHepparp. I note you are currently negotiating with Dallas 
for the lease. What is the status of these negotiations at the present 
time and when does the current lease expire? 

Mr. Trencken. The lease negotiations have been concluded. We 
have an extension of that lease, a dollar a year, to 2019. 

Mr. Suepparpb. Has the land acquisition requested in this project 
been approved by the Armed Services Committee? 

Mr. TrenNcKEN. NO, sir. 

Mr. SuHepparpD. Do you anticipate any difficulty in this respect? 

Mr. TrENcKEN. No, sir. 

Mr. SHepparp. What is the need to complete a concrete runway at 
this installation, as well as taxiways? 

Commander Errrer. Mr. Chairman, this is a strengthening project 
and before the advance planning was made it was obvious there were 
runway failures there. We did not know the condition of the base 
and subbase and the immediate assumption was that it should be 
strengthened with portland cement concrete. During the advance 
planning plate tests were made and we find that we need only to 
strengthen the end 500 feet in concrete and the center portion will be 
done in asphaltic concrete, sir. 

Mr. Suepparp. What is the cost estimate pertaining to that? 

Commander Errrer. The cost estimate is $1,693,000. 

Mr. SHepparp. I assume in all instances where we are going into 
paving for taxiway and runway functions that they are being predi- 
cated upon the utilization of concrete as against that of blacktop in 
certain areas because of the disintegrating factors we have from 
spillage, and so forth? 

Commander Errer. That is not entirely correct. In these stations 
it depends primarily on the development of the plate tests, load- 
bearing tests. I am speaking now of this program, Mr. Chairman. 

Mr. SuHepparp. On your parking strips, thas is cement; is it not? 

Commander Errer. Yes, sir. 


74195—_56——57 
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Mr. SHepparD. On your takeoff on your runways you are also 
using cement? 

Commander Errer. Yes, sir. 

Mr. SHepprarp. In other words, what I was reaching for with my 
question is the fact that we are no longer exposing blacktop to jet 
fuel spillage because of its disintegrating factor. 

Commander Errer. That is right, and also where our plate tests 
require it you will find in other instances in this program that the 
overlay is of portland cement concrete, Mr. Chairman. 


NAS, DENVER, COLO. 


Mr. Sueprarp. Now, with reference to Denver, Colo., I wish you 
would give us the total estimated cost. 

Commander Errrr. To date, actually all of which was in 1956, 
Mr. Chairman, the total of $157,000 has been appropriated for this 
station; of which nothing has been obligated to date. The A. and E. 
is due to be completed next month and we expect, of course, to obligate 
as soon as we can after advertising. 

Mr. SHEPPARD. My question was total estimated cost. 

Commander Errrr. Long-range cost, sir? 

Mr. SHepparp. That is correct. 

Commander Errer. I beg your pardon; $4,198,600, sir. 

Mr. SHepparD. Very well. 

The next question is funds appropriated for fiscal year 1956. 

Commander Errer. $157,000, sir. 

Mr. SuHepparp. All right. Status of funds as to obligation. 

Commander Errrer. There has been none obligated to date, sir. 

Mr. SHepparp. I want the status of planning for fiscal year 1957 
program. 

Commander Errer. For the 1957 program, sir, the advance plan- 
ning has been received for the airfield pavements but has not yet been 
received for the turbojet engine test facilities. 

Mr. SHepparp. Is the estimate still good on this particular paving 
requirement? 

Commander Errer. The airfield paving advance planning estimate 
is $3,344,000 as against the original estimate of $2,886,000. 

Mr. SHepparpD. Now, I would like to have the answer as to the 
availability of the necessary real estate, please. 

Commander Errrr. That is available, sir. 


NAS, GLENVIEW, ILL. 


Mr. SHepparp. Now pick up the next item reflected under this 
activity, “Glenview, Ill.” I repeat the same questions: Total esti- 
mated cost, first. 

Commander Errer. $9,735,800, sir. 

Mr. SuHepparp. And this ts all Navy cost factors; is that correct? 

Commander Errer. Yes, sir. 

Mr. SHepparp. Funds appropriated fiscal year 1956? 

Commander Errer. $193,000, sir. 

Mr. SHepparp. Status of funds as to obligations? 
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Commander Errrer. There have been no obligations against that, 
sir. 
Mr. SuprparD. Status of planning, fiscal year 1957? 

Commander Errrr. Again we have received advance planning for 
the pavement but not for the communication facility nor for the turbo- 
jet engine test facilities, sir. AST . : . 

Mr. SHEPPARD. Status of the paving insofar as my original inquiry 
pertains, is that of the same? I mean blacktop versus cement or con- 
crete; is that correct? 

Commander Errerr. In this case, sir, we have received the advance 
planning and 7-inch thick concrete overlay will be required, sir. 

Mr. SHepPparD. Same question as to availability of real estate. 

Commander Errer. It is available, sir. 


NAS, LINCOLN, NEBR. 


Mr. SHeprparpD. With reference to Lincoln, Nebr., I ask you the 
same questions: Total estimated cost? 

Commander Errrr. $1,832,000, sir. 

Mr. SHEPPARD. Funds appropriated through fiscal year 1956? 

Commander Errrer. $827,000 through 1956. 

Mr. SHEPPARD. Status of funds as to obligation? 

Commander Erter. As of the 31st of December, sir, $632,000 have 
been obligated. 

Mr. SuHepparp. All right. Status of planning, fiscal year 1957 
program? 

Commander Erter. In the 1957 program, sir, we have received the 
advance planning on the land acquisition, but not the turbojet test 
cell, sir. 

Mr. SHepParD. Availability of necessary real estate? 

Mr. TrenckeNn. No action has been taken to acquire the land that 
is proposed in the 1957 program. The estimated value has been 
obtained by the staff appraisal of the district public works officer. 

Mr. SHeprparD. With reference to the land acquisitions that cover 
the projects I have inquired about and as reflected on page 1 under this 
project, do you contemplate you are going to have any difficulty in 
getting any of the land in those respective locations? 

Mr. TieNcKEN. No, sir, with the possible one exception—you are 
speaking of the whole program now? 

Mr. SHEPPARD. I| am speaking of the whole program, and if there is 
any difficulty, indicate the project to which the difficulty may be 
associated. 

Mr. Trencken. The one exception that we know of is the Marine 
Corps training station here in Arlington County. 

Mr. Suepparp. That is later on. 

Mr. Trencken. It is not in this program. No difficulty in the air 
station program. 

Mr. SuHepparp. Very well. 

Captain Stewart. There are only two items in the aviation pro- 
gram with land acquisition. Both were discussed. One is Dallas 
and the other is Lincoln. 

Mr. Suepparp. Yes, sir. 

Questions as to the projects under activity 1 reflected on page 1? 
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NAS, DALLAS, TEX. 


Mr. WiccLeswortsH. On pages 2-11, referring to your request at 
Dallas, Tex., there is a breakdown indicating that you want a total 
of $1,985,000, including $85,000 for land, $1,730,000 for airfield 
pavements, and $170,000 for jet engine test facility. 

You now have 111 acres of land as I understand it; is that correct? 

Captain Stewart. Mr. Wigglesworth, at Dallas the Navy has a 
total of 824 acres, of which 112 are Government-owned and 712 are 
leased. 

Mr. WicGLeswortH. Why this 85 acres in addition to all the prop- 
erty we already own or lease? 

Captain Stewart. The 85 acres that we are requesting in this pro- 
gram is to protect the approach zone to one of the runways. It is land 
that is situated off the northeast end of one of the principal runways; 
it is very desirable industrial and housing land, and certain buildings 
have already gone up on it. If they continue to go up on it they will 
infringe upon our approach zone. 

Mr. WiccieswortuH. This acreage you want to purchase rather 
than lease; is that right? 

Captain Stewart. Yes, sir. We want to own it outright. That is 
in accordance with our present policy, to own the end zone and the 
first 2,000 feet of the approach zone in fee simple. If it would help, 
sir, | have a plan of the field which shows where the acreage is. It is 
this square up in the upper right-hand corner, sir, where your pencil is. 

Mr. Wiccieswortn. You want to purchase the whole square 
indicated in the upper right-hand corner? 

Captain Stewart. Yes, sir. 

Mr. WicGLeswortnH. Offhand, it looks as if you have a lot of build- 
ings between your runways and the land you propose to buy with a 
rather narrow funnel between them. 

Captain Stewart. The buildings that are there are on leased land. 
They represent some of the Air Force buildings. The Air Force is 
located in that area on the field. 

Mr. Wicecieswortu. As long as those buildings are there this land 
you propose to purchase will be substantially in excess of what you 
need to protect the runway; will it not? 

Captain Stewart. We are asking for 1,700 feet. This 85 acres 
will only give us 1,700 feet beyond the end zone, which consists of the 
first thousand feet. So we are just short of standards. However, 
there is a main highway that runs west from Dallas that comes along 
here which precludes us from buying the full 2,000 feet. 

Mr. WiaecLeswortH. To repeat my question, as long as the build- 
ings on the leased property remain in being, you are acquiring in 
that 85-acre lot far more land than you need for the protection of 
your runway; are you not? 

Captain Stewart. I do not believe so, sir. 

Mr. Wiccteswortu. Off the record. 

(Discussion off the record.) 

Mr. WiccieswortH. Will you answer the question, please? 

Captain Stewart. We are purchasing some land in addition to 
that required for protection of the runway and that is for possible 
future expansion of the station area. 
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Mr. WiGGLEsworTH. When you revise your remarks, please indi- 
cate how much is for the latter purpose and whether or not you have 
any specific plans in being for its utilization. 

Commander Errer. Part of the answer to that is that the parcel 
division of that particular property is so arranged that severance 
will be involved in all parcels except one which is actually 8.23 acres 
in the lower right-hand corner of the map. In other words, the 
approach zone and slope requirements encompass all parcels except 
that one parcel of 8.23 acres. 

Mr. WiacLeswortuH. Are there any specific plans for the utiliza- 
tion of that 8.23 acres? 

Captain Stewart. There are no specific plans for the utilization 
of that. 

DENVER, COLO. 


Mr. WiaeLeswortsH. Turning to page 8, the Denver project, that 
seems to be a request of $3,056,000 comprised of $2,886,000 for airfield 
pavements and $170,000 for a turbojet engine test facility. As far 
as pavement is concerned, is that all with respect to existing runways? 

Captain Stewart. That is correct, sir; it is for the extension of 
existing runways. 

Mr. WieciteswortsH. You had $157,000 and you have not obligated 
a cent of it up to December 31. When do you expect to obligate 
the $2,886,000 that you are requesting, if you get it? 

Commander Errer. The $157,000, Mr. Wigglesworth, is for 
additional water storage at the station. It is not associated with the 
extension of the runways. The engineering for the water storage is 
oxpactest to be completed in April and we expect to obligate the funds 
in May. 

The runway extensions will be designed, by an A. and E. and we 
will contract for the plans and specifications as soon as the funds 
become available. We should be able to obligate the funds within 
about 6 months, sir. 

Mr. WicGLeswortH. The whole $2,886,000? 

Commander Errer. Yes, sir. 


NAS, LINCOLN, NEBR. 


Mr. WicGLeswortH. You want $50,000 for land acquisition and 
$170,000 for a single turbojet engine test facility at Lincoln, Nebr. 
What is the story as to land acquisition in this case? How much 
land do we have now and why do we need this additional land? 

Captain Stewart. Sir, the purpose of the project is to provide an 
ammunition storage magazine that is adjacent to the Navy area. 
At the present time it is 6.2 miles one way from the Navy area to 
where the present magazine is located. If this project is approved, 
the magazine will be located immediately adjacent to the Navy 
area and will save all that distance and time, and in addition, provide 
security which we now do not have. 

Mr. Wiacteswortu. As a substitute for the station you now have 
or an addition to it? 

Captain Stewart. The area, sir, is in addition to where we now are. 

Mr. WiaeLeswortu. Are you going to substitute this new storage 
magazine for the one you have just described 20 minutes away, or is 
it additional. 
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Captain Stewart. It is a substitution, sir. 

Mr. WiceieswortuH. The other will be closed up and disposed of? 

Captain Stewart. Yes, sir. 

Mr. Wiceiteswortu. That has nothing to do with the turboengine 
facilities? 

Captain Stewart. No, sir. 

Mr. Wiceieswortu. They are new and distinct from this magazine 
storage you are talking about? 

Captain Stewart. Yes, sir, the turbojet engine facility is in addition. 

Mr. WiecLteswortu. That is all, Mr. Chairman. 


NAS, COLUMBUS, OHIO 


Mr. AnprEws. Mr. Chairman, I have one question I would like to 
ask the captain. I notice on page NAR-1-3 you want some of this 
money for the Columbus, Ohio, field for the purpose of enlarging your 
storage capacities for fuel. 

Captain Stewart. Yes, sir. 

Mr. Anprews. And you state that all aviation fuel must be deliv- 
ered to the storage tanks by tank trucks hauling from a source of 
supply at least 100 miles from the activity. It seems to me that is an 
unreasonable distance and it is bound to be a very expensive operation. 
Why is it you have to go a hundred miles to get fuel for that station? 

Captain Stewart. I do not know. I would like to check that. 

Mr. Anprews. How is that gas hauled, in Navy truck or by 
contract? 

Captain Stewart. It would be hauled by contract. 

Mr. Anprews. Is not that bound to add tremendously to the cost 
of the gas? 

Captain Stewart. You mean instead of having our own storage? 

Mr. Suepparp. I read here that you are today hauling gasoline or 
aviation fuel to Columbus Naval Air Station by trucks for a distance 
of over 100 miles. Is that correct? 

Captain Stewart. I believe it is, sir. Those are not Navy trucks; 
those are trucks of contractors that are delivering it. 

Mr. ANprEws. Why is it necessary to go that far for gas? 

Captain Stewart. I do not know; I cannot answer that. 

Mr. Anprews. Mr. Chairman, I think this is a matter that ought 
to be investigated. 

(Discussion off the record.) 

Mr. Suerparp. Let me ask you this question: How far is this 
particular activity from the center of Columbus? 

Captain Stewart. It is 7 miles east of the center of the city, within 
the corporation limits of the city. 

Mr. SuHepprarp. Then if it is that close to the city, that emphasized 
the point in the question the gentleman has propounded, as to why 
you would have to have gas hauled that distance; because obviously 
shipping and sidetrack facilities would be immediately adjacent to 
the area, with a population such as prevails in Columbus. 

Is there anyone here who can discuss the question the gentleman 
has brought up? 

Mr. AnpreEws. It is very unreasonable to go 100 miles, where you 
are 5% miles from the railroad siding. 

Admiral Brarps.ey. I think I can speak to that in general, Mr. 
Chairman. I do not know the situation in detail, but this is aviation 
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fuel. I doubt whether there is a refinery producing aviation fuel closer 
than Cleveland, and it may even be further than that. I suppose 
here the problem i is that they do not have enough local storage for 2 
days and after the weekend operation they would be completely out. 
They do not have enough storage for the flight operation; so they have 
to truck it in by trailer truck from the nearest refinery handling avia- 
tion fuels, be it Chicago or St. Louis. 

What they want to have here is enough storage capacity for 4 or 5 
days; then they can bring it in by tank car train, probably cheaper, 
too, and it is a natural development, but the trouble is right now that 
the storage is so small they cannot do that. 

The other aviation lines going in there, the American and North 
American, probably have large enough tanks to handle a tank carload; 
but the Navy, since they only have small storage, cannot buy carload 
lots and that is the purpose of these facilities. 

I presume that is the answer, but I can answer that specifically in 
the record. 

Mr. AnprEws. I would like to have some additional information 
as to what it costs to get the gas in there and how the cost of delivered 
fuel at that field compares with other fields where you get it from 
sources other than having it trucked in. 

Admiral BrarpsteEy. Yes, sir; they can furnish that information; 

(The information referred to is as follows:) 

NAS, Columbus, receives its JP—4 aviation fuel (jet) by a contract let and han- 
dled exclusively through the Armed Services Petroleum Purchasing Agency, 
Washington, D. C. The contract is awarded to the lowest bidder and the price 
the Navy pays at Columbus compares favorable with that at other naval installa- 
tions. It is the option of the successful bidder as to where his deliveries come from 


and in the particular case of Columbus the present contractor delivers jet aviation 
fuel from Findlay, Ohio, a distance of approximately 100 road miles. 


NAS, LOS ALAMITOS, CALIF. 


Mr. SHeppaArD. Pick up the item reflected on page 6—2 of the justi- 
fications, Naval Air Station, Los Alamitos, Calif., and I will ask you 
the following questions pertaining to this project. 

First, what 1s the total estimated cost? 

Commander Errer. The total estimated cost is $13,358 035. 

Mr. Suepparp. What are the funds appropriated to date? 

Commander Errer. $272,000. 

Mr. SHepparp. What is the status of funds as to obligation? 

Commander Errer. We have obligated as of December 31, $86,778 
which, incidentally, is all of the prior to 1956 program. 

Mr. SHepparp. What is the status of funds as to obligation? 

Commander Etter. There remains $195,000 unobligate ad. 

Mr. Suepparp. What is the status of the planning for fiscal year 
1957 program? 

Commander Errrer. We have received all of the advance planning 
except for the turbojet engine test cell. 


MCAS, MIAMI, FLA. 


Mr. SuHepparp. Pick up the next item, Miami, Fla. 

What is the total estimated cost? 

Commander Errer. The total estimated cost at Miami is $325,000. 
Mr. SHepparp. How much has been appropriated to date? 
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Commander Errer. This is a new request; that is the item that is 
in the 1957 request. 

Mr. WiaGieswortH. Which is the new item? 

Commander Errer. The $325,000 is all that is contemplated 
to be expended at Miami. There is no currently planned future 
program. 

As a matter of interest, prior to the reserve appropriation you will 
recall that there were some expenditures made out of the public works 
program for reserve stations. 

Mr. SHepparpD. That is right. 

Commander Errer. That is the case at this station. There was 
a small amount spent there, which accounts for the small current 
requirement. 

Mr. SHepparD. What is the status of the planning for the fiscal 
year 1957 program? 

Commander Errer. It is all advance planned except the turbojet 
test cell and we are expecting to award A. and E. as soon as funds are 
available, and it should easily be obligated within the year. 

Mr. SuHepparp. Do you have enough funds available to consum- 
mate the project as it is being presented? 

Commander Errer. Yes, sir. 


NAS, MINNEAPOLIS, MINN. 


Mr. SHepparp. Pick up the next item, Minneapolis, Minn. 

What is the total estimated cost? 

Commander Errer. The total estimated cost at Minneapolis is 
$3,230,947. 

Mr. SHepparp. What is the status as to funds appropriated to date? 

Commander Errer. $347,000. 

Mr. SHepparp. What is the status of the funds as to obligation? 

Commander Errrer. We have obligated as of December 31 only 
$6,300. 

Mr. SHepparpD. What is the status of the planning for fiscal year 
1957? 

Commander Errrer. The A. & E. on the project is 90 percent com- 
plete and plans and specifications should be received in the very near 
future. The project was delayed in the beginning by lease negotiations 
with the city of Bemidji but it has gone ahead now and we should 
complete it within this year. 

Mr. SHEepparD. I assume from your answer you have the necessary 
real estate? 

Commander Errer. Yes, sir. I mean that contracting for the 
A. & E. was originally delayed, and that is the reason for the delay 
in its completion. 

NAS, NEW YORK, N. Y. 


Mr. SHepparp. Pick up the next project at New York. 

What is the total estimated cost? 

Commander Errer. The total estimated cost is $9,093,720. 

Mr. SHEPPARD. What funds have been appropriated to date? 
Commander Erter. $431,720. 

Mr. SHEPPARD. What is the status of the funds as to obligation? 
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Commander Errer. It has all been obligated. 

Mr. SHepparD. And you have available the necessary real estate? 

Commander Errsr. Yes, sir. 

Mr. SHepparD. What is the status of the advance planning on those 
two items? 

Commander Errer. At New York we have the advance planning 
on everything except the turbojet engine test cell. We have it on 
the pavement, but not on the test cell. 


NAS, NIAGARA FALLS, N. Y. 


Mr. SuHepparp. Pick up the next one, Niagara Falls, N. Y. 

What is the total estimated cost? ' 

Commander Errer. $5,818,000. 

Mr. SHepparD. What funds have been appropriated to date? 

Commander Etter. $394,000. 

Mr. SHEPPARD. What is the status of the funds as to obligation? 

Commander Errsrr. As of December 31, $13,590 has been obligated. 

Mr. SHepparD. What about the balance of it? 

Commander Errrer. That, again, was held up by land acquisition. 
That has been acquired now and the land is available. The A. and E. 
should be completed in the near future and the funds obligated this 
year. 

. Mr. SHEPPARD. What is the status of the planning as to the 1957 
program? 

Commander Errer. The A. and E. is virtually complete. I 
cannot tell the percentage, but it should be obligated this year. 

Mr. SHepparD. You have available the real estate in this instance, 
as well as in the others? 

Commander Errmr. Yes, sir. 

Mr. SHEPPARD. You are requesting funds for a new jet taxiway at 
this station to be placed on land leased or purchased from the city 
of Niagara Falls. What is the status of the lease at the present time? 

Mr. Trenckxen. The lease negotiations have been conducted with 
the city of Niagara Falls over a period of years. We recently came to 
an oral agreement and we have prepared a draft of the lease. It is 
now being reviewed by the city of Niagara Falls and apparently we 
Fi have no difficulty in getting it executed within the next 30 to 60 
days. 

Mr. SHEPPARD. What is the duration of the lease you are presently 
attempting to negotiate with them? 

Mr. Trencken. The lease would extend to 1975. 

Mr. SHepparD. Do you have the cost factor presently under 
consideration? 

Mr. Trencken. No, sir. The cost factor was one which caused 
considerable difficulty. We sent Navy auditors up there, the Air 
Force sent Air Force auditors up there to confer with the city auditors 
in an attempt to determine the proportionate amount that should be 
charged back to each of us. The auditors have completed their 
audits but the figures have not yet been submitted to us. The audit 
was done during the week of March 5. 

Mr. Suepparp. Are there any questions on this budget activity? 
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NAS, LOS ALAMITOS, CALIF. 


Mr. WiaGLeswortH. The breakdown for Los Alamitos on page 
6-17 shows $170,000 for a single turbojet engine test facility. That 
seems to be the standard figure for all of these new test facilities; is 
that right? 

Commander Errrr. Yes, sir; that was the figure we originally felt 
we could provide the single test cell for, and that is shown as the figure 
throughout. 

Mr. WiaGLeswortH. You have $123,000 for aviation fuel storage, 
which is itemized in detail, and $303,000 for strengthening and re- 
placing east-west taxiway and holding area pavement, to which the 
chairman has just referred. 

Commander Errer. Yes, sir 


MCAS, MIAMI, FLA. 


Mr. WicgeteswortH. At Miami, as I understood it, you request 
was for a brandnew project; but I notice in the breakdown on page 
7-10 of the justifications that $155,000 of the request is set up for 
alterations to hangar 147 for the Naval Air Reserve training unit. 

Commander Errer. Yes, sir. The figure which I quoted was the 
figure which is the total cost expected to be charged to this particular 
appropriation. I pointed out that prior to the advent of the Reserve 
appropriation, a few Reserve stations were started out of public 
works, Navy—-$967,000 has been expended at Miami from that appro- 
priation. 

Mr. WieGcieswortnu. In this request of $325,000, there is $170,000 
for a single turbojet engine test facility and the balance is for alterations 
to hangar 147 for Naval Air Reserve training unit, apparently. 
Is not that correct? 

Commander Errer. Yes, sir. 


NAS, MINNEAPOLIS, MINN. 


Mr. WiaciteswortH. At Minneapolis there is another turbojet 
engine test facility at $170,000, and at New York there is $170,000 
for the same purpose and $720,000 for airfield pavements extension. 
How much are you going to extend this runway? 

Captain Srewarr. The runway will be extended 1,000 feet. 

Mr. Wiceteswortnu. How long is it now? 

Captain Stewart. 5,000 feet. 

Mr. WiceLeswortuH. The extension is for what purpose? 

Captain Srewarr. It is an operational requirement and has to do 
with the safety of flight. The winds on this particular runway 
require its use about 30 percent of the time. The other longest 
runway on the station is 7,000 feet. This is to take care of the stronger 
winds from the northeast and southwest. 

Mr. Wiacieswortu. Is the runway you now have adequate for 
the modern planes utilizing this runw ray? 

Captain Srewart. No, sir. It is not adequate when the winds are 
strong. 
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NAS, NIAGARA FALLS, N. Y. 


Mr. WiecLeswortu. At Niagara Falls you have 5 items aggregating 
$1,573,000 in the request. Is this a new boilerhouse and transformer 
station that you want at a cost of $274,000? 

Captain Srewarr. This is a re placeme nt for an existing boilerhouse 
which has a low-pressure system. At Niagara Fal's, in previous years, 
we have had authorized a new Naval Air Reserve type hangar and 
certain other buildings that are in the industrial area. The existing 
boilerhouse with low-pressure system and long lines first is not capable 
of taking care of it and, second, is uneconomical because of the long 
lines with the consequent losses. This is a replacement. 

Mir. WiaecLteswortH. How about the cafeteria, welfare, and 
recreation building at $446,000? 

Captain Srewart. That is a replacement for facilities that are now 
in being. The naval air station, Niagara Falls, is located in a wooden 
hangar that was built during World War II, which is coming down; 
and located in that, presently, are the cafeteria and other facilities 
that will go into the one we are asking for. 

Mr. Wiee_eswortu. I believe that is all, Mr. Chairman. 


NAS, OAKLAND, CALIF, 


Mr. SHeprarD. Now we will pick up the six projects reflected on 
page 3 and with reference to the first one, Oakland, Calif., the break- 
down is reflected on page NAR-11-6. 

What is the total estimated cost? 

Commander Errser. The total estimated cost is $6,043,000. 

Mr. Suepparp. What funds have been appropriated to date? 

Commander Errrer. $870,000. 

Mr. SHepparpD. What is the status of the funds as to obligation? 

Commander Errer. $186,000 has been obligated. 

Mr. SuepparpD. What is the status of the planning for fiscal 1957 

Commander Errsr. This is for a single turbojet engine test all 
for which we have not received the final advance planning. 

Mr. SuHepparp. When do you contemplate you will receive it? 

Commander Errrr. This is a standard. We have a contract with 
a firm of architect-engineers to develop standards which we will send 
to these stations to be adapted to local site conditions. 

Mr. Suepparp. Is that a pattern that covers the whole procedure? 

Commander Errter. Yes, sir. 


NAS, OLATHE, KANS. 


Mr. Suepparp. The next item is Olathe, Kans., for which the break- 
down is reflected on page NAR~—12-8 

What is the total estimated cost? 

Commander Etter. $15,962,000. 

Mr. SuHeprarp. What funds have been appropriated to date? 

Commander Errer. $321,000. 

Mr. SHeprparD. What is the status of the fund as to obligation? 

Commander Errrer. Only $7,200 has been obligated. 

Mr. Suupparp. Why the lag in obligations? 

Commander Errer. That is due to the fact that the approval of 
land acquisition is yet pending. 
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Mr. SHepparp. What is the status of the funded construction? 

Commander Errer. That is the same, sir. 

aes. SHEPPARD. What is the status of the planning for fiscal year 
1957? 

Commander Errer. We have not received advance plans on Olathe. 
We have received only the preliminary estimate on the parking apron. 

Mr. SuHEpparp. If the land acquisition has not been accomplished, 
what effect is that going to have on your 1957 program? 

Mr. TrenckEeNn. The land acquisition has now been processed to the 
Secretary of Defense for submission to the Armed Services Committee 
for final approval. 

Mr. SHEepparD. You anticipate no further trouble with that issue? 

Mr. Trencken. No further trouble. 


NAS, SEATTLE, WASH. 


Mr. SHepparD. Pick up the next item, Seattle, Wash. The break- 
down is reflected on page NAR-13-9. 

What is the total estimated cost? 

Commander Errer. $3,523,000. 

Mr. SHEPPARD. What funds have been appropriated to date? 

Commander Errrer. We have received none to date. 

Mr. SHepparpD. What is the status of planning for the 1957 pro- 
gram? 

Commander Errrer. We have no advance planning on that. 

Mr. Suepparp. When do you contemplate having it? 

Commander Jacosps. We have an Indman report, which is the 
industrial manager of that naval district, saying only that the advance 
planning of the project is not ready. 

Mr. SHepparD. In the absence of having that advance planning, 
what method of computation do you apply to arrive at the figures 
you are presently estimating? 

Commander Errrer. The industrial manager has cognizance of the 
communication facilities. He has made this estimate and furnished 
it to us. 

Mr. SuHepparp. How about the availability of the real estate in 
connection with this? Do you know anything about that? 

Captain Stewart. It is available. 


NAS, SOUTH WEYMOUTH, MASS. 


Mr. SHepparp. Pick up the next item reflected as South Weymouth, 
Mass. The breakdown appears on page NAR-14-16. 

Mr. SHepprarp. What is the total estimated cost? 

Commander Errrr. The total estimated cost is $27,410,000. 

Mr. SHEPPARD. What funds have been appropriated to date? 

Commander Errrer. $4,740,000. 

Mr. SHEPPARD. What is the status of the funds as to obligation? 

Commander Errrer. As of December 31, $2,465,892 had been 
obligated. 

Mr. SHepparp. What is the reason for the lag in the obligation? 

Mr. Watsu. The major project there is the extension of the east- 
west runway, which involves land acquisition. There has been a 
considerable amount of local opposition because, in extending this 
runway, it will be necessary to cut out Union Street, which is the main 
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highway between South Weymouth and the town of Rockland. We 
spent a good deal of time investigating 4 possibilities of accomplishing 
the extension, the main 2 of which were cutting across Union Street, 
or tunneling Union Street under the extension. It was determined 
that the tunneling project was far too expensive and at a meeting with 
the local authorities in Rockland, it was decided we would go ahead 
with the extension and reroute Union Street. The district public- 
works officer is now engaged in acquiring the land and drawing up 
the plans and specifications for the construction. 

Mr. SHepparD. Then so far as the problem that heretofore pre- 
vailed because of the difficulty you addressed yourself to, that has all 
been cleared up and you do not contemplate any further trouble ever 
though you are not going to tunnel, but are going to cross Union Street; 
is that correct? 

Mr. Watsu. Yes, sir. 

Mr. SHepparD. Give me the status of the planning for fiscal year 
1957. 

Commander Errer. We have involved there only the turbojet 
engine test cell, which will go ahead as soon as funds are available. 

Mr. SHepparD. There is no problem with respect to the real-estate 
part of it? 

Mr. Watsu. There is no problem there. There is no real estate 
involved. 

NAS, ST. LOUIS, MO. 


Mr. SuHepparp. Pick up the next item, “St. Louis, Mo.” The 
breakdown is reflected on page NAR-15—-9 of the justifications. 
What is the total estimated cost? 

Commander Errer. $11,455,000. 

Mr. SHepparp. What funds have been appropriated to date? 

Commander Errrr. $315,000. 

Mr. SHepparD. What is the status of the funds as to obligation? 

Commander Errser. Only $8,000 has been obligated. 

Mr. SHepparpD. Why the lag in that operation? 

Commander Ertrrer. We have had some difficulty there in arriving 
at agreement for the land acquisition with the city. 

Mr. TrENcKEN. The land acquisition on the station has been so 
complicated because of the fact an exchange program had to be 
worked out with the city, exchanging some lands the Navy has for 
lands which the city owns. It will probably require special legisla- 
tion to complete that exchange. We have been trying to work it 
out through the available legislation; but, so far, it has not been 
accomplished. If we can, we want to avoid the getting of new 
legislation. 

Mr. SHepparD. Am I to interpret from your answer that you are 
not going to be able to use this 1957 program as presently presented 
until such time as you completely resolve that problem? Is that 
correct? 

Commander Errrr. Yes, sir. 

Mr. SHepparD. What assurance can you give the committee as to 
the time when you will have all of that cleaned up? 

Mr. TrencKEN. I cannot give you a date on that. I would like to 
review the record again and supply the data for the record. 
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Mr. SHepparb. That will be permissible. 

(The information requested is as follows:) 

The Department has determined that the exchange of lands at NAS, St. Louis, 
can be accomplished without additional legislation. It is anticipated the exchange 
will be accomplished by July 1, 1956. 

Commander Errer. The work which is more intimately involved 
with the funds in question, which is a prior year’s S appropriation, is 
for aireraft parking. The projects which are in the 1957 request are 
not involved in the land-acquisition problem and they can go ahead 
without this land problem being solved. 

Mr. Suepparp. If it should develop that you cannot get the land, 
what is going to happen in the natural sequence? 

Mr. TieNcKkEN. | do not think there is going to be any difficulty 
with the city. They are agreeable and we are agreeable, as far as the 
exchange of land is concerned. The problem is the legal method of 
getting it accomplished. 

Mr. SHeprarp. Do you mean by your answer that your legal prob- 
lem may eventually have to be resolved by an act of Congress; is that 
what you mean? 

Mr. Trencken. That is correct. 

Mr. Sueprarp. Is that legal problem presently in the mill, legisla- 
tively speaking? 

Mr. TireNcKEN. We have been trying to avoid getting an act of 
Congress. I do not know whether it has been finally decided that we 
should or should not do that, but it is very close to a resolution. 

Mr. Suepparp. All I can say is that you had better have your legal 
brains get on this, because if you don’t, you won’t get the funds. 

Commander Errer. These two projects are to go on Government- 
owned land. The problem is with the unobligated funds, the $307,000 
which were carried over for the parking area. 

Mr. SHepparp. Nevertheless, while this is going on Government- 
owned land, it is reasonable to assume that your parking area is essen- 
tial to the operation, and in the absence of having the parking area, 
then what? 

Captain Stewart. We are now operating from the parking area 
available to us, but it is extremely cramped and from an operational 
standpoint, for the complex and expensive equipment that is used 
there is not enough clearance to move around. 

Mr. SuHepparp. My question is to the effect that even though you 
should develop some land difficulty in the time aspect, nevertheless 
you can continue to operate insofar as the request reflected here is 
concerned, for the installation of the aviation fuel storage tanks and 
the single ‘turbojet engine test facilities. If vou got those, vou could 
20 ahead and operate anyhow, even though there was no reserve 
station appropriation? Is that right? 

Captain Stewart. That is right. ; 

Mr. Suepparp. I ask that because in my mind there was a question 
whether or not they were not so closely unified, if you did not get 
the land, you would be operating detr imentally to the project purpose, 
and that is not a fact, as I interpret your answer? 

Captain Stewart. No, sir; that is not a fact. 
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NAS, WILLOW GROVE, PA. 


Mr. SHepparD. The next item is Willow Grove, Pa. The break- 
down is found on page NAR-16-—10 of the justifications. 

What is the total estimated cost? 

Commander Errer. $9,529,500. 

Mr. SHeprarp. What funds have been appropriated to date? 

Commander Errer. $2,182,000. 

Mr. SHepparp. What is the status of the fund as to obligation? 

Commander Errer. $837,500 was obligated as of December 31. 

Mr. SHepparpD. What is the status of the planning for fiscal year 
1957? 

Commander Errrer. We have the advance planning on the indoor 
training tank but not the turbojet test cell. 

Mr. SuHepparp. I notice there is an unobligated balance of $1.4 
million. What is the reason for that, gentlemen? 

Commander Errser. The obligations of 1956 funds to date represent 
A. and E. only. 

Mr. SHepparp. Off the record. 

(Discussion held off the record.) 

Commander Errrer. That is being delaved by land acquisition, sir. 

Mr. SHEPPARD. What is the present status of it? Can you tell us, 
please? 

Mr. Trencken. We are assembling the final appraisals at the pres- 
ent time. They have not yet been received in the Bureau and it will 
then have to be processed through the Secretary of Defense and Armed 
Services Committee. 

Mr. SHepparpD. When do you expect to have it and what effect will 
it have on the 1957 program? 

Mr. Trencken. The estimated date of this assembly is May of 1956. 

Commander Errer. Speaking further, the A. and E. is practically 
completed so we can obligate that as soon as we have the authovity, 
sir. 

Mr. SuHepparp. I note $220,000 for an indoor training tank. De- 
fine training tank as it applies in your request, please. 

Captain Stewart. The training tank is designed to provide sur- 
vival training for the pilots and air crewmen who fly from that 
station. Willow Grove is one of our larger Naval Air Reserve sta- 
tions. It is extremely important that all our personnel are qualified 
in the techniques of escaping from a downed plane in the water and 
know how to protect themselves. 

As a matter of interest, Mr. Chairman, I noticed in a Washington 
paper, the Washington Post of February 14, a picture of some Air 
Force pilots from Andrews Field taking survival training in the Hotel 
Ambassador pool. 

Mr. Suepparp. In this instance you don’t have an Ambassador 
Hotel available for the same purpose. Is that correct? 

Captain Stewart. No, sir; not conveniently. 

I might also add that there are training tanks similar to this at a 
lot of other stations. 

Mr. SHepparp. Yes, I know that. I have seen them. 

Off the record. 

(Discussion held off the record.) 
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Mr. SHEPPARD. I note that the Air Force contemplates establish- 
ment of a Reserve air training unit at this station. What is the status 
of this subject matter at the present time and what cost arrangements 
have you worked out with the Air Force? 

Captain Stewart. Mr. Chairman, the Air Force plans for its 
airbase loading at Willow Grove, 1 troop carrier headquarters unit, 
and 1 troop carrier squadron which are now presently located at 
New Castle, Del., in what I have been given to understand are sub- 
standard quarters. 

The estimated time at which these units will move into Willow 
Grove is the seeond quarter of fiscal 1958, in other words, in the fall 
of 1957. 

Mr. SuepparpD. What is the cost arrangement into which you are 
entering? 

Captain Srewart. As I understand it, sir, the Air Force will pro- 
gram for the land acquisition which will be required and for the build- 
ings. For the time after the Air Force is established at Willow Grove, 
the Navy is now in process of establishing with the Air Force a cross- 
servicing agreement. 

Mr. SHEPPARD. Is this agreement going to be formulated upon the 
same general principles which heretofore prevailed in functions of that 
character, that is, where the predominant operation has control of the 
function? 

Admiral Smiru. That is the general principle, sir. 

Mr. Suepparp. All right, gentlemen. 

Questions$as to the particular geographic locations reflected on 
page 3 of the‘justifications? 

Mr. AnpREws. Captain, you want for this activity, “Military con- 
struction, Naval Reserve Forces,’’ for fiscal 1957, a total amount of 
$11,859,000. Is*that correct? 

Captain Stewart. That is correct, sir. 

Mr. SHepparp. Mr. Wigglesworth? 


NAS, OLATHE, KANS. 


Mr. WicGLeswortH. On page 12-8 of the justifications, at Olathe, 
Kans., in addition to a turbojet facility at $170,000 you request air- 
craft parking area extension at a cost of $334,000. How much parking 
area do you have now and why do you need the extension? 

Captain Srewarr. Mr. Wigglesworth, at the present time the 
station has a total of 175,469 square yards of aircraft parking area, 
which includes a usable area of 118,425 square yards. 

Based on the planning standards established by the Navy and the 
base loading of airplanes, there exists a deficiency of 95,352 square 

ards. 

: The purpose of this project is to make up that deficiency in part. 
Mr. WiacLeswortH. How long have you been operating here? 
Captain Stewart. Since October of 1942 as a Regular Navy 

station and it was established as a Naval Air Reserve station in 1946. 


NAS, WILLOW GROVE, PA. 


Mr. WiccieswortH. At Willow Grove, Pa., page 16-10 of the 
justifications, you have 3 items—$170,000 for single turbo-jet engine 
test facilities, $269,000 for your relocation of communication trans- 
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mitter facilities, $220,000 for an indoor training tank. Why do you 
need a relocation of transmitter facilities? 

Captain Stewart. That is dictated by technical considerations, 
Mr. Wigglesworth. Very high frequency and ultrafrequency com- 
munication channels have certain requir ements, one of which is line 
of sight. In order to be able to communicate at all times with planes 
on the ground and in the approach pattern, it is necessary to have your 
facilities located so that you can accomplish this. 

The purpose of the project, as I say, is technical, and to make sure 
that we have effective communication with our aircraft at all times. 

Mr. WiaGLeswortu. How long have you been operating here? 

Captain Srewarr. Since January of 1943. 

Mr. Wiccieswortu. Have you had specific instances of difficulty 
in communication with planes at your present location? 

Captain Stewart. I don’t know of any firsthand, sir, but what 
really brought this about is that recently, I don’t know what fiscal 
year, we extended the main runway at Willow Grove to 8,000 feet, 
which put airplanes that were holding at the end of the runway in a 
considerably different position than where the transmitters were 
located formerly. 

Mr. WiccLteswortH. Where have you been doing your survival 
training heretofore? 

Captain Stewart. Principally when they have been on 2 weeks’ 
training duty cruises when they go to other stations. 

Mr. WicGLeswortn. None of this work has been done at this 
station heretofore; is that right? 

Captain Srpwart. I would say only as personnel have been at 
other stations. 

Mr. WicGLeswortuH. I mean at this station there has been none of 
this work heretofore? 

Captain Stewart. No, sir; there have been no facilities available 
for it. 

Mr. Wiceieswortu. Off the record. 

(Discussion held off the cecord.) 

Mr. WiaeLeswortuH. That is all, Mr. Chairman. 

Mr. Norreuu. Mr. Chairman, may I ask one question? 

Mr. SHEepparD. Certainly. 

Mr. Norre.u. This, I think, is more a matter of intelligence than 
anything else, but what is the smallest and largest airbase you need 
for the flying of jet planes at this time? 

Captain Srewart. Off the record. 

(Discussion held off the record.) 


ACCIDENTS DUE TO INADEQATE RUNWAYS 


Mr. ANprEws. Captain, did you have any wrecks last year in your 
Reserve forces due to inadequate runways, either from the standpoint 
of the runways being defective, too short, or too poorly lighted? 

Captain Srrwart. Yes, sir. I do not have with me backup data, 
but if you would like to have it I will have it inserted. 

Mr. ANpREws. I would like to ask that be it placed in the record, 
Mr. Chairman. 

— SHEPPARD. The information requested will be made part of the 
record. 


74195—56——_58 
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(The information requested is as follows:) 


In calendar year 1955 there were 26 accidents within the Naval Air Reserve 
Training Command due to inadequate runways, either from the standpoint of 
the runways being defective, too short or too poorly lighted or a combination 
thereof. 

In the category of incidents not all resulting in damage, at one air station alone; 
namely, NAS, New York, 30 airplanes ran off the end of a runway during the 
10 months ending September 1955. 


NavaL ReseRVE (SURFACE) 


Mr. SHepparD. We will turn over to our next set of pages, ““Naval 
Reserve (surface).”’ 

Admiral Romosrer. Commander Miller will testify on this project, 
Mr. Chairman. 


BREAKDOWN BY AUTHORIZATION STATUS, APPROPRIATIONS, AND COSTS 


Mr. SHepparp. | will ask you to expand the tables to reflect the 
total construction cost, Navy share of the total cost, and funds 
appropriated through fiscal vear of 1956. 

You will furnish that, please, gentlemen. 

Commander MILER. Yes, sir. 

(The information requested is as follows:) 


Military construction, Naval Reserve forces, surface facilities 


| Funds ap- 
Appropria-| m4) Roa. | propriated 
ton, fisel | Total Pe") Navy cost | through 
year 1957 | | fiscal year 
| 1956 


Authorization 


Station status 


| } 

NREF, Brownwood, Tex---.---------- Public Law $56, 000 $56, 000 | $56, 000 | 0 
783, 81st | 

Cong. | 

Ss Clifton, N. J....--- poeRmeos sa 30, 000 | 109, 000 109, 000 | 

; Crowley, La teas OO. 554 58, 000 58, 000 58, 000 | 

CR TC,E ddy stone, Pa- ee ‘ 607, 000 770, 000 | 607, 000 | 

»E mporia, Kans ; ds 60, 000 60, 000 | 60, 000 

, Florence, 8. C an Baa 69, 000 69, 000 | 69, 000 

, Great F alls, BN 2 cata ices el cee do... 63, 000 | 583, 000 363, 000 | 

, Kingsburg, Calif pis nile. Meret eee 4 100, 000 100, 000 100, 000 

, Malden, Mass__- ee “Se ycear aes 88, 000 88, 000 88, 000 
PRONE. BB 26s 5 oo ewckccloons Ass | 80, 000 | 80, 000 | 80, 000 

aF, Paduesah, Pa si Oa aie cel 66, 000 | 66, 000 | 66, 000 

, Parsons, Kans Jace etc cnsb tie tanetnss aiibes «x 60, 000 | 60, 000 | 60, 000 

REF, Petaluma, Calif . |_....do 61, 000 | 61, 000 | 61, 000 
N&MC RTC, Raleigh, N. C_--- | 2 Bt 467, 000 633, 000 467, 000 
NRTC, San Pedro. Calif > -"do 38, 000 38,000 | 38,000 
NRTC, Stockton, Calif. b icmeiillcachialiel ad 22, 000 22,000} 22, 000 
NREF, Washington, N. Cc. ; rail ima ae 58, 000 58, 000 | 58, 000 
N&MCRTC, Wilmington, Del. ae ae 616, 000 790, 000 616, 000 





NRTC, CLIFTON, N. J. 


Mr. SHepparp. With reference to Clifton, N. J., I note you propose 
to acquire approximately 4.5 acres of land, a total cost of $30,000, 
including 3 acres for parking. This appears to be a high cost in 
land purchase for parking facilities. You perhaps have an explanation 
for it and I wish you would prov ide it, please. 

Commander Mixer. Mr. Chairman, that 3 acres is not exclusively 
for parking. In fiscal vear 1955 we had $79,000 appropriated for a 
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new building as an addition to this training center. Part of that 
3 acres will be occupied by this building which is 4,600 square feet, 
plus its walkways and external fixtures. 

Mr. SHepparp. | note that this land has been leased in prior years. 
Can you tell us why the city refused: to renew the lease.and what you 
plan to do with the land in the event the Navy does not purchase it 
as contemplated in your present estimates? 

Commander Mier. I would like to ask Mr. Tiencken for that 
information. 

Mr. Trencken. Mr. Chairman, the Navy has conducted negotia- 
tions with the city for several years in an endeavor to extend the 
terms of the lease. The lease expires June 30 of 1957. The city 
indicated its unwillingness to continue to lease this on a long-term, 
and desired to sell the land to the Navy and thereby take it off their 
books and turn it over to the Navy at a fair market price. 


N&MCRTC PA. 





EDDYSTONE, 


Mr. SHepparp. We will pick up the next item, Eddvystone, Pa. 
There you are requesting $607,000 for a training center. Would you 
tell us briefly the need for the installation and the willingness of the 
local authorities to allow vou to construct at your desired location, 
especially as regards any zoning regulations which may be involved? 

Commander Mruuer. The present facility, Mr. Chairman, is 
located in 2 frame wooden wartime structures, and in addition to that 
we have 1 quonset gunshed and 1 over-aged brick building. These 
buildings are spread a considerable distance apart. It is in an indus- 
trial area. Presently the buildings around us are being used by steel 
companies for storage. 

One of the things that happens with great regularity is that in order 
for the freight trains to get to the steel company storage buildings 
they must go through the training center itself, through the grounds, 
which is both hazardous and highly detrimental to our training pro- 
gram because it happens frequently at night. 

The over-aged brick building we presently have, is used as an 
electronics building. We are having considerable difficulty with 
water seepage because this is on reclaimed land. 

To go through and completely waterproof that building would cost 
more than the building itself is worth. 

The second thing we have is that this training center is completely 
away from adequate public transportation. The public transpor- 
tation which runs on the industrial highway outside of Philadelphia 
does not run during the hours that the reserve training center is in 
use. The nearest transportation is roughly 1% miles. It is detri- 
mental to our program. 

The third thing, which is of only minor consideration but it is a 
consideration, is that our operating costs for this particular training 
center are 50 percent above the district average. 

Mr. SHepparp. | think you have answered the economic aspect of 
it. What is the answer to the potential zoning situation you will be 
confronted with by the municipality? 

Commander MILLER. On October 12, 1955, the Navy received a 
letter from the secretary of the board of commissioners of Ridley 
County. They have agreed to waive the zoning requirements and to 
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reroute a street that they had previously proposed to put through 
that site. 

Mr. SuHepparpD. So that problem is resolved by agreement as of 
this time? 

Commander Miter. Yes, sir. 


NRTC, RALEIGH, N. C. 


Mr. Suepparp. We will pick up “Reserve training center at 
Raleigh.” You are requesting $467,000 for Reserve training center 
at Raleigh, N. C. I note in connection with this project one of the 
chief deficiencies is the refusal of the college to renew the existing 
lease except on a year to year basis, which you state is unsatisfactory. 
Why is this unstatisfactory? What is the problem you have there so 
far as the unsatisfactory aspect of itas concerned? 

Commander Mi.Luer. On a year to year basis, Mr. Chairman, we 
would not feel free to do anything about correcting the other defi- 
ciencies which exist in the facility. We do not have enough floor 
space to accommodate units of the size we have there now, and as 
long as they will renew only on a year to year basis, we cannot go 
in there and spend money to expand the training center. It would 
be highly infeasible. 

Mr. SHepparp. Of course, it is assumed you want the training 
center for a period of years so far as utilization is concerned? 

Commander Mituer. That is correct, sir. 

Mr. SHepparD. Do you know what the reason is for the refusal to 
renew it? 

Commander Miutuer. The basic refusal, sir, was because the 
university had plans for their own expansion in that area. Exactly 
what those plans are I do not know. 

Mr. SuHepparD. Does this particular college have a Navy contract 
in any of its aspects? 

Commander Miter. I do not believe they do, sir. They have 
an Army but they do not have a Navy to the best of my knowledge. 


NRTC, WILMINGTON, DEL. 


Mr. SHepparD. We will pick up the next item, ‘Reserve training 
center at Wilmington, Del.” Briefly, what is the need for the new 
facility you are requesting at Wilmington in the amount of $616,000? 

Commander Mituier. The present training center at eee 


Mr. Chairman, is located in what used to be the Dravo Shipbuilding 
Co. The main building there was constructed during the war as a 
cafeteria. The building itself structurally is in poor shape. The 
second floor is gradually sagging down into a position that we feel 
sure will soon make it part of the first floor. The wiring is in such 
condition that it would cost us an estimated $20,000 to correct it. 
There is a very definite fire hazard there. 

Our operating cost there again is almost 50 percent above our 
average for that district. It is located a considerable distance from 
public transportation. There is no type of parking available. We 
have had cars stolen and stripped on drill nights. 

In order to get there you pass through part of Wilmington which is 
frequently referred to as ‘skid row,’’ and under the Reserve Act of 
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1955 where we are getting young men, many parents are reluctant to 
let their young sons go into an area of that type. 

Mr. SHepparD. Now I will present two questions and you can 
place the answers in the record when it comes down to you. 


PROGRAM 1957 AND AVAILABILITY OF LAND BY STATIONS 


What is contemplated by each facility in the 1957 program? What 
is the situation as to availability of necessary land in these locations? 

Put your answers in the record. 

(The information requested is as follows:) 


BROWNWOOD, TEX. 


The existing facility is located in the memorial auditorium and is divided into 
3 parts, 1 being on the first floor and the other 2 on the second floor. The areas 
on the second floor are not adjoining but separated by a long wide corridor. 
Partitioning, to gain adequate and useful classrooms, is impracticable due to the 
high ceiling construction of the auditorium. Further, the auditorium is used for 
every civic function which occurs. When such a function coincides with drill 
night, the large number of people and high noise level seriously hamper the train- 
ing program. There is no suitable, reasonably priced rental property available. 

To correct these deficiencies the Navy proposes to build a 3,085 square foot 
electronics facility to provide adequate classrooms and appropriate shop space. 
The real estate necessary for this project is available. Advance planning is 
complete. 

CLIFTON, N. J. 


The city of Clifton has informed the commandant, Third Naval District, that 
when the present lease expires June 30, 1957, it will not be renewed, but that the 
city is willing to sell the present leased property plus an additional 3 acres to the 
Navy. In fiscal year 1955 $79,000 was appropriated for the construction of a 
building at this training center. This project has been held in abeyance pending 
land acquisition. Further, there is no off-the-street parking available at the train- 
ing center, which is causing poor relations with the residents of Clifton. No suit- 
able rental space is available in the area. 

To correct these deficiencies, the Navy proposes to purchase 4.5 acres for 
Government ownership of the property upon which the present training center is 
located, and to provide for the construction of the building approved in fiscal 
year 1955 and space for the off-the-street parking. Advance planning is complete. 


CROWLEY, LA. 


The present facility is located in an old, badly rundown office-type building. 
The total square footage does not allow for proper classroom space. The building 
is in such a state of deterioration that it has become hazardous to personnel as 
well as being too small for adequate training. 

To correct these deficiencies, the Navy proposes to build a 3,085 square foot 
electronics facility to provide adequate classrooms and appropriate shop space. 
The real estate necessary for the construction of this project is available. Ad- 
vance planning is complete. 


EDDYSTONE, PA. 


The present facility consists of 2 frame temporary wartime structures, 1 quonset 
and 1 a brick overaged building. Located in an industrial area, the training 
center is located on the edge of a group of buildings used by a steel company for 
storage. The railroad tracks, which service these buildings, run through the 
confines of the training center. Frequently, on drill nights, freight trains run 
through the training center area, presenting a serious personnel hazard. The 
training center is built on reclaimed land and the brick building previously men- 
tioned, which has constant water seepage, is used as an electronics training build- 
ing, causing considerable difficulty in this building. There is no _ public 
transportation available at the hours during which drills are conducted. The 
nearest public transportation at that time is 1% miles. The operating cost of 





the facility is approximately 50 percent above the district average, and it is esti- 
mated that there would be a savings of approximately $4,400 per year in a new 
training center. There is no suitable reasonably priced rental space available. 

To correct these deficiencies, the Navy proposes to construct a joint Navy and 
Marine Corps Reserve training center of 34,685 square feet, of which the Navy will 
fund for 25,750 square feet in order to provide adequate classrooms and appro- 
priate shop space. The real estate necessary for this project is available. 
Advance planning is complete. 

EMPORIA, KANS. 


The present facility is located on the second floor of an office-type building and 
contains 1,160 square feet of floor space. The space is such that it cannot be 
partitioned off for classrooms and shops in addition to being inadequate in overall! 
square footage. The building is in an area where antenna systems cannot be 
constructed resulting in severe restriction in the training of personnel. There is 
no suitable reasonably priced rental space available. 

To correct these deficiencies the Navy proposes to construct an electronics 
facility of 3,180 square feet to provide adequate classrooms and appropriate shop 
space. The real estate necessary for this project is available. Advance planning 
is complete. 

FLORENCE, 8S. C. 


The present facility is located in the Florence County Agriculture Building and 
contains 1,432 square feet of floor space. Classes are held in various corners of 
an auditorium which is most unsatisfactory from an instructional standpoint. 
The building also houses numerous county departments. The only toilet facili- 
ties are utilized by the entire building and are far below the standard of cleaniness 
and maintenance desired by the Navy. There is no suitable reasonably priced 
rental space available. 

To correct these deficiencies, the Navy proposes to build a 3,185-square-foot 
electronics facility to provide adequate classrooms and appropriate shop space. 
The real estate necessary for this project is available. Advance planning is 
complete. 

GREAT FALLS, MONT. 


The present facility is in a temporary construction, uninsulated, inadequately 
heated and a badly deteriorated building. It was built by the Army in World 
War II for use by the Air Force and later turned over to the city. Renovation of 
the existing building is impracticable. The lack of heat and insulation has forced 
the cancellation of drills during the winter months. The facility also lacks ade- 
quate classrooms because of the type of construction. Further, the facility is 
located over 5 miles from the city. There is no suitable reasonably priced rental 
space available. 

To correct these deficiencies, the Navy proposes to construct an electronics 
facility containing 3,180 square feet to provide adequate classrooms and appro- 
priate shop space. The real estate necessary for this project is available. Ad- 
vance planning is complete. 

KINGSBURG, CALIF. 


The existing facility is located in 2 small buildings with a total of 980 square 
feet. The smaller building, 380 square feet, serves as office and storage area. 
The larger building, 600 square feet, is used for instruction purposes and is too 
small to be divided into adequate classrooms. Further, neither building meets 
the minimum fire requirements and the larger building is completely unheated. 
There is no suitable reasonably priced rental space available. 

To correct these deficiencies, the Navy proposes to build a 3,170-square-foot 
electronics facility to provide adequate classrooms and appropriate shop space. 
The real estate necessary for this project is available. Advance planning is 
complete. 

MALDEN, MASS. 


The present facility is located on the third floor of the Malden City Hall Annex. 
This building has badly deteriorated and since the city intends to dispose of the 
building as soon as possible they will make no repairs to it. There are serious 
personnel and fire hazards present and there is only one exit as the fire escape is 
so badly corroded as to be unsafe. There are leaks in the roof which are causing 


constant falling plaster. There is no suitable reasonably priced rental space 
available. 
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To correct these deficiencies, the Navy proposes to build an electronics facility 
of 3,150 square feet to provide adequate classrooms and appropriate shop space. 
Real estate necessary for this project is available. Advance planning is complete 











M’KEESPORT, PA. 





The major deficiency in this training center is the lack of space. Standard 
space criteria allows for a minimum of 25,000 square feet. The existing facility 
iu is 18,200 square feet. This is reflected in a shortage of five classrooms and 
7 proper sized assembly hall. 
The Navy proposes to correct these deficiencies by constructing an additional 
wing of 4,278 square feet. This will provide a proper sized drillhall and part of 
the classrooms. Rearrangement of the existing facility will provide the remaining 


classrooms and appropriate shop space. Advance planning is complete for this 
project. 








KY. 





PADUCAH, 





















4 At present the electronics facility is located, on a temporary basis, in the 
4 Paducah Junior College and has no office or shop space available. This move 
was made when the previous quarters occupied were condemned by the city fire 

4 department. There is no suitable reasonably priced rental space av: tilable. 

lo correct these deficiencies, the Navy proposes to build a 3,185 square-foot 
electronics facility to provide adquate classrooms and appropriate shop space. 
Real estate necessary for this project is available. Advance planning for this 
project is complete. 


PARSONS, KANS. 








The existing facility is located in a hothouse and florist’s shop portion of a badly 
deteriorated greenhouse. The inside spaces of the greenhouse are not adaptable 
to partitioning for classrooms or shops. In addition, the square footage of the 

: present facility precludes any such alteration. There is no suitable reasonably 

' priced rental property available. 

‘A To correct these deficiencies the Navy proposes to build a 3,180-square-foot 

t electronics facility to provide adequate classrooms and appropriate shop space 

i. Real estate necessary for this project is available. Advance planning is comple te. 










PETALUMA, CALIF. 






The present facility is located in the United States Post Office Building and the 
postmaster has notified the Navy, due to the population growth, the presently 
occupied space will be required by the Post Office Department in 1957. There is 
no suitable reasonably priced re ntal property available. 

F To correct this deficiency, the Navy proposes to construct a_ wing on the 
, California National Guard Armory. This wing will consist of 2,270 square feet 
‘ to provide adequate classrooms and appropriate shop space. Advance planning 

is complete. 










N.C. 





RALEIGH, 




















a The present lease contract with North Carolina State College expires June 30, 
1957. The college chancellor has informed the Navy that the lease will be 
renewable on a year-to-year basis only. The existing facility is inadequate to 
house the Navy and Marine Corps units presently training there. Since the leas« 
q is renewable only on a year-to-year basis it is impracticable and infeasible for the 
: Navy and Marine Corps to expend the necessary funds to expand to the size 
necessary. Further, the location of the training center, on college property, is 
completely surrounded by a college-owned student housing project, there is no 
room for expansion. There is no suitable reasonably priced rental space available. 
To correct these deficiencies, the Navy wees to construct a joint Navy and 
Marine Corps Reserve training center, the Navy’s portion of which will be 22,132 
square feet to provide adequate classrooms and appropriate shop space. The 
Marine Corps’ portion will comprise 12,350 square feet funded by the Marine 
Corps. Real estate necessary for this project is available. Advance planning is 
complete. 


SAN PEDRO, CALIF. 









The existing facility is a former hangar, contains 64,000 square feet of space, 
in which classrooms and offices have been constructed using wooden partitions 
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and false ceiling to provide adequate sound proof conditions. The addition of this 
combustible material creates a hazardous condition because of lack of adequate 
firewall separation and automatic sprinkling system. 

The Navy proposes to correct this deficiency by installing an adequate .fire- 
protection system to protect its $1,112,500 investment. Advance planning is 
complete. 

STOCKTON, CALIF. 


The land is currently under lease from the city of Stockton at an annual rental of 
$1,074 per annum and contains an option under which the land could be purchased 
but is not the type under which the option price decreases with each year of oc- 
cupancy. The total investment of the Navy including equipment and buildings 
is $418,880. It is in the best interest of the Government to purchase this land to 
protect the moneys already invested. 


WASHINGTON, N. C. 


The present facility is a very old residential type building which is in a state of 
disrepair and definitely a fire hazard. The present owner has determined it 
economically unsound to attempt any restoration of the building and intends to 
demolish the building as soon as adequate facilities are provided elsewhere for the 
unit. In addition, the facility does not provide adequate classrooms and ap- 
propriate office space. A continuing search for more adequate quarters has failed 
to produce any space because buildings or floor space for leasing has been at a 
premium in this area for the past 10 years. The present heating system consists of 
two oil space heaters which presents a hazard to the safety of the already hazardous 

roperty. 
i To correct these deficiencies, the Navy proposes to build a 3,085 square foot 
electronics facility to provide adequate classrooms and appropriate shop space. 
Real estate necessary for this project is available. Advance planning is complete. 


WILMINGTON, DEL. 


The main building of the existing facility was built as a shipyard cafeteria dur- 
ing World War II. It is located in an industrial area of the edge of an extremely 
rundown, disreputable part of the city. The nearest public transportation is one- 
half mile. There is no parking space within the confines of the training center 
and there has been numerous car thefts and strippings during drills. The basic 
construction of the building is failing to such an extent that the second floor of 
the main building is commencing to sag and slant toward the front of the build- 
ing. The electrical wiring within the building has been changed and modified to 
such an extent in order to correct a serious personnel and fire hazard, that an esti- 
mated $20,000 must be expended. The maintenance and cost of this facility is 
approximately 50 percent above the average cost in that naval district. There 
is no suitable, reasonably priced rental space available. 

To correct these deficiencies, the Navy proposes to build a joint training center 
with the Marine Corps Reserve comprising of 36,378 square feet to provide ade- 
quate calssrooms and appropriate shop space. The Navy’s portion will be 26,507 
square feet, the remainder being funded by the Marine Corps. The real estate 
necessary for this project is available. Advance planning is complete. 


NREF, KINGSBURG, CALIF. 


Mr. WicGLeswortH. How about the project at Kingsburg, Calif., 
for $100,000? It is apparently for construction of new Naval Reserve 
electronics facilities and site improvements. 

What can you say about that? 

Commander Miturr. This cost, Mr. Wigglesworth, is brought up 
over the others by the fact that in order to bring our utilities into the 
building we have run into a cost of $12,000, which is considerably 
higher than we normally run into. That is the only explanation I 
have for the higher cost of Kingsburg. 
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Mr. WieGLeswortH. How important is the construction of this 
new facility? 

Commander Mituer. The present facility at Kingsburg is located 
in 2 small buildings with a total square footage of 980 square feet. 
These buildings are leased from the American Legion for a total 
yearly cost of $450 plus utilities. That is 2,200 square feet less than 
we require for the training of an electronics division, sir. It allows 
us no classroom space as individual classrooms. It allows us no 
shop space as individual shops, and above and beyond that the two 
buildings are a definite fire hazard. We feel that the program cannot 
be successfully carried out in the present facility, which is the only 
one available for lease. 


NRTC, M’KEESPORT, PA. 


Mr. WieeLeswortH. What is the story on McKeesport, Pa., in 
the amount of $80,000? 

Commander Mituter. McKeesport 

Mr. WicGLeswortu. That is an existing facility. 

Commander Mi.uer. It is an existing facility which is too small 
for the units in their present strength. We propose to add another 
wing to that present facility which will give us an additional 4,300 
square feet. 

Mr. WicGLeswortH. Perhaps you have already stated it, but if 
you have not, assuming that this appropriation were approved in full, 
where would it leave you in terms of your overall program? 

Commander Miller. If this appropriation were approved in full, 
Mr. Wigglesworth, our long-range construction program would still 
call for approximately $30 million worth of expansions, new facilities, 
and replacement facilities. 

Mr. WieaieswortsH. That ‘s for surface forces alone? 

Commander MILLER. Yes, sir. 

Mr. WiaeLeswortu. Did I understand, Mr. Chairman, that you 
asked for a brief explanation be inserted in the record as to each one 
of these items in addition to the material in the justifications. 

Mr. SHEPPARD. Yes. 

Off the record. 

(Discussion held off the record.) 

Mr. Wiceiesworth. I have no further questions, Mr. Chairman. 

Mr. SHepparD. We will stand in recess until 1:30 this afternoon. 


MarinE Corps Reserve, GRouND 


Mr. SuHepparD. We will pick up the next item reflected in our justi- 
fications under title of ““Marine Corps Reserve, Ground.” 


AUTHORIZATION STATUS, APPROPRIATIONS, AND COSTS 


I wish you would insert at this point in the record the tables on 
pages 1 and 2, and then I wish you gentlemen of the Marine Corps 
would expand them to include columns which will show the total 
Federal costs; which share to be paid by the Marine Corps; the funds 
appropriated through fiscal year 1956. 

(The information referred to follows:) 
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Military construction, Naval Reserve forces ground facilities 





. Funds ap- 
_ x et otal Marine | propriated 
or pare Federal Corps through 
ae cele cost | cost fiscal year 

1957 | 1956 


Appropri- 
Station 


MCRTC, Arlington, Va_-_--- _ | Public Law $535, 000 $535, 000 $535, 000 
| 783, 8lst | 
Cong. 
N&MCRTC, Baltimore, Md | OG jot 588 522,000 | 2,017, 000 767, 000 $245, 000 
N&MCRTC, Jacksonville, Fla________| .do 79, 000 79, 000 79, 000 0 
N&MCRTC, San Jose, Calif pa... 99, 500 99, 500 99, 500 0 
N&MCRTC, Rochester, N. Y-- naa . hoe tees 79, 000 79, 000 79, 000 0 
N&MCRTC, Raleigh, N. C ae...- 166, 000 633, 000 166, 000 | 0 
N&MCRTC, Eddystone, Pa AS | 163, 000 | 770, 000 163, 000 0 
N&MCRTC, Wilmington, Del .do | 174, 000 | 790, 000 174, 000 0 
MCRTC, Forty Fort, Pa__- oe 285, 000 285, 000 285, 000 0 
N&MCRTC, Houston, Tex _..do | 358, 500 700, 500 | 450, 500 92, 000 
MCRTC, Lewiston, Maine -peeaeeiac 81, 000 | 81, 000 | 81, 000 0 
| 











MCRTC, ARLINGTON, VA. 


Mr. SuHepparp. The first item I am going to pick up is the one of 
the 13th Infantry Battalion, Arlington, Va., requesting $535,000 for 
the purchase of the former Dolly Madison School at Arlington, Va., 
for this unit. What assurance can you give the committee there is no 
space available in the Washington area for this facility? 

Captain SHANAHAN. It is our policy, which we followed in this case, 
to survey all existing Reserve training centers in the area in which 
we need a facility. In the event there is no space available there we 
then survey all federally owned property to see if we can find adequate 
space already owned by the Government. In the Washington, 
D. C. area we have done this. We have contacted the Department of 
Defense; we have surveyed facilities belonging to the Navy, to the 
Army, to the Air Force and the National Guard. 

Mr. SHEepparpD. Have you thoroughly explored the availability at 
Fort Myer, the National Guard Armory and similar installations in 
that area, as well as the Naval training station at Anacostia? 

Captain SHANAHAN. Yes, sir, we have. 

Mr. SHEPPARD. It is the committee’s understanding that several 
Navy schools are leaving this latter station. Even with their leaving, 
does that still leave you in your present condition of requirement for 
the procurement above referred to; to wit, the Dolly Madison School? 

Captain SHANAHAN. We have looked into this matter, Mr. Chair- 
man, with the Navy leaving Anacostia. These facilities we believe 
are too far removed from the center of the population support area. 

Mr. SuHepparp. What is the basis for your estimated cost of this 
building? 

Captain SHANAHAN. This, sir, is the asking price by the county 
school board. We are presently having an appraisal made to confirm 
this cost. 

Mr. Suepparp. Is it contemplated you will also have a consider- 
able renovation cost? 

Captain SHANAHAN. No, sir. We have inspected the school build- 
ing thoroughly and it will need no renovation whatsoever. 

Mr. SHepparp. What about your heating devices in there? 

Captain SHANAHAN. They are adequate, sir. 

Mr. Suepparp. How long have your water lines been in the place 
and how much corrosion, if any? 
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Captain SHANAHAN. The district public works officer did not report 
any. The building was constructed in 1945. 

Mr. Suepparp. If it has only been in existence that length of time 
you should not have too much trouble from corrosion. The water 
in Virginia, from my experience, carries considerable corrosive mate- 
rial, but it would not accumulate that fast to create a need for changing 
pipes. 

N&MCRTC., BALTIMORE, MD. 


With reference to your Baltimore, Md. project, you are requesting 
$522,000 for construction of a training center. In 1955, $240,000 
was appropriated for this purpose. As I understand it, it has not 
yet been obligated. With reference to the land problem, I note you 
state the Department of Interior refuses to make available any more 
land at Fort McHenry and there are no Federal facilities available 
in the Baltimore area that are suitable for this purpose. 

I wish you would expand on these two statements and tell the 
committee why the Department of Interior refuses to make land 
available to the Marine Corps and what investigations you have 
made of existing facilities in that city. 

Captain SHANAHAN. Mr. Chairman, I quote from a letter of 
August 25, 1954, from the Acting Director, United States Department 
of Interior. In part he states: 

Fort McHenry National Monument, as now constituted, provides the minimum 
land area consistent with our program to meet future visitor requirements and 
at the same time provide adequate preservation of this most historic site. It 
would therefore be inconsistent with the public interest to permit the construction 
of permanent facilities proposed by your Bureau within the monument area. 

This letter was written to the Chief, Bureau of Yards and Docks. 

Mr. SHEepparD. What is the land situation with specific reference 
to the project as you propose it, and as I have referred to it? 

Captain SHANAHAN. Sir, we have currently an option to purchase 
this land. The option terminates October 15, 1957. 

Mr. SHeprarD. What did you pay for the option? 

Captain SHANAHAN. The cost of the option, sir, will be applied to 
the purchase price. 

N&MCRTC, HOUSTON, TEX. 


Mr. SHepparD. You are requesting $358,500 for installation at 
Houston, the justifications for which you give on page MCR-10-3. 
Give us the requirement, if you will. 

Captain SHANAHAN. Our ‘existing facility for our Marine Corps 
Reserve unit in Houston, Tex., is in the Joint Naval and Marine Corps 
Reserve Training Center. The infantry battalion of the Marine 
Corps Reserve at Houston is growing. It currently lacks 7,000 square 
feet of exclusive space in which to operate. The drill hall now utilized 
is only one-half the required size. The lease for this facility expires 
July 30, 1967, and the U niversity of Houston has indicated that the 
lease will not be renewed. Therefore, we do not deem it feasible to 
construct an addition to this facility to take care of our unit’s space 
requirements. 

Mr. Suepparp. What was the duration of the lease you had with the 
institution there when you had it? 


Captain SHANAHAN. This is a Navy lease, sir. I will have to ask 
Mr. Tiencken. 
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wer TrencKEN. I do not have it with me. I will furnish it for the 
record. 

(The information requested is as follows:) 

The Navy lease for the NRTC, Houston, Tex., costs $1 per annum and is 
renewable to the 30th day of July 1967 and covers approximately 1.5 acres of land. 

Mr. SHEPPARD. You do not know whether it was a year-to-year 
lease or over a period of time now expiring? 

Mr. Trencxen. I do not have that information. 

Mr. SuHepparp. They have definitely served official notice on the 
Navy that they will not extend that lease? 

Captain SHANAHAN. That is true. It was not a year-to-year lease. 
I do not know the period, but it was for a specific term. 

Mr. SuHepparp. Now, in the last fiscal year Congress appropriated 
$92,000 to expand the existing Army Reserve training center to pro- 
vide the necessary space for the cargo company. What is the status 
of this construction at the present time and what weight has been 
given to the possible transfer request for this new installation? 

Captain SHANAHAN. The funds appropriated in fiscal 1956 have 
been held up; advance planning has been held up because the Army 
has indicated that the joint space existing in their Army Reserve 
training center will be required in the future and that we will not have 
permanent use of their facility. This fact, combined with the require- 
ment for our Infantry battalion in Houston, brings about the excellent 
project to build a large facility to house both the battalion and the 
company. No additional funds will be required by the company as 
the battalion’s facility will contain all the joint space required by the 
company. Therefore, with this appropriation, if approved, one 
facility can be constructed to house both units on a permanent basis. 


AVAILABILITY OF NECESSARY REAL ESTATE 


Mr. SuepparpD. I wish you would give us a brief statement in 
general on each of the installations covering the need, estimated work 
for fiscal year 1957 for the record, and the availability of the necessary 
real estate at such prices as indicated, please. 

Captain SHANAHAN. Yes, sir. 

(The information referred to is as follows:) 


ARLINGTON, VA. 


Purchase of replacement Marine Corps Reserve facility and land acquisition, 
$535,000. 

The 13th Infantry Battalion, USMCR, is now located at the Naval and Marine 
Corps Reserve Training Center, Washington, D. C., and is operating under 
extremely cramped conditions. The present training center lacks a rifle range and 
the drill hall is only one-half the size required. The facility has insufficient 
office and classroom space and no outdoor area is available for training purposes. 
The present facility cannot be expanded due to the lack of land area. 

All Reserve facilities, regular military establishments, and other Government 
owned property in the area were surveyed and were found either unavailable or 
unsuitable for Marine Corps Reserve use. Rentals in this area were found to be 
exceedingly high. 

The Marine Corps Reserve proposes to purchase the former Dolly Madison 
High School, Arlington, Va., for use as a replacement facility. The building is in 
excellent condition, will require no alterations, and is extremely well suited for 
Marine Corps Reserve use in size and physical layout. The planned purchase 
will be far less expensive than constructing a new facility or renting privately 
owned property. 
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The county school board has advised that the property is available for purchase 
and an appraisal has been directed to confirm the school board’s asking price of 
$535,000. 

BALTIMORE, MD. 


Construction of second increment of replacement Marine Corps Reserve 
training center and land acquisition, $522,000. 

The present Marine Corps Reserve training center at Fort McHenry, Balti- 
more, was constructed in 1915 as a hospital and is in such poor condition that 
General Services Administration is unable to provide satisfactory maintenance to 
bring the buildings to the proper state of repair. Further, the training center 
contains only 21,000 square feet of the 43,000 square feet authorized and required 
by the Marine Corps Reserve units operating at Baltimore. The units have no 
drill hall, and office, storage, and classroom spaces are inadequate. No outdoor 
area is available for use, and the training center is located in a most undesirable 
section of the city near the waterfront. 

An attempt was made in fiscal year 1955 to expand the present training center, 
however, additional land required for construction could not be obtained, and the 
continued deterioration of the buildings caused a change in plans. 

It is now proposed to construct the first increment of a replacement Marine 
Corps Reserve training center at Baltimore with funds appropriated in fiscal year 
1955, and to complete the training center by the construction of the second incre- 
ment with funds requested by this project. 

The necessary real estate is available for construction and advance planning for 
the project is complete. The real estate purchase price is $45,500. 


JACKSONVILLE, FLA. 


Construction of Marine Corps Reserve addition to Naval Reserve training 
center, $79,000. 

The 2d Amphibian Tractor Co., USMCR, at Jacksonville is lacking sufficient 
exclusive space to conduct efficient training at its present training center. No 
garage, signal equipment storage, or amphibian tractor storage and repair shed 
are available, and the training center has no rifle range for marksmanship training. 
This lack of space seriously impedes vehicle maintenance and basic and technical 
training. It is planned to construct an addition to the existing Naval Reserve 
training center to provide the spaces authorized the unit. Upon completion of 
construction this Naval Reserve training center will be redesignated as a Naval 
and Marine Corps Reserve training center, and adequate spaces will be available 
to operate and train the unit efficiently. 

No additional real estate is required, and advance planning for the project is 
complete. 

SAN JOSE, CALIF. 


Construction of Marine Corps Reserve addition to Naval and Marine Corps 
Reserve training center, $99,500. 

The 1st Air Delivery Company, USMCR, recently moved to the Naval and 
Marine Corps Reserve Training Center, San Jose, Calif., from its inadequate 
facility at Moffett Field, Calif. The former facility was poorly located and was 
insufficient in indoor and outdoor space. Space now being utilized in the garage 
and gunshed at the Nava] and Marine Corps Reserve training center at San Jose 
is on an interim basis only. Office and storage space, Jocker room, and parachute 
drying rooms are not available to the unit on a permanent basis. 

It is planned to construct an addition to the Present Naval and Marine Corps 
Reserve training center to provide required facilities for the air delivery company, 
and to revert the garage and gunshed buildings to proper utilization. Joint space 
at the training center is available to the company and no construction will be 
necessary for that purpose. 

Real estate for the construction of the additional space is available, and advance 
planning for the project is complete. 


ROCHESTER, N. Y. 


Alteration of Naval Reserve training center, $79,000. The Marine Corps 
Reserve unit at Rochester is now located at the State armory on East Main Street, 
operating in severely cramped quarters, and with exclusive spaces widely sepa- 
rated throughout the building. The unit has only 57 percent of the exclusive 
space it requires for efficient training and operation. Interior alterations cannot 
be accomplished and no land area is available for the construction of an addition 
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to the facility. Adequate indoor space is available for Marine Corps Reserve 
use at the Naval Reserve training center at Washington Square at Rochester. 
This project is for the interior alterations necessary to accommodate the Marine 
Corps Reserve unit which will move to the new location from the East Main 
Street Armory. No joint space will be constructed as adequate joint facilities 
will Fe made available by the Naval Reserve. No additional real estate is required 
for the Marine Corps Reserve unit, and advance planning for the project is 
complete. 


RALEIGH, N. ¢C, 


Construction of Marine Corps Reserve portion of replacement Naval and Marine 
Corps Reserve training center, $166,000. 

This project is for the Marine Corps Reserve portion of the construction of the 
replacement Naval and Marine Corps Reserve training center at Raleigh, N. C., 
previously justified by the Navy. The Marine Corps Reserve unit at Raleigh 
currently occupies only 1,700 square feet of exclusive space, while 10,280 square 
feet is required for efficient operation. The present lease for the land at the training 
center expires on June 30, 1957 and the lessor will not renew the lease except on a 
year-to-year basis. This leasing condition is unsatisfactory as it precludes the 
expansion and improvement of the facility required by the Marine Corps Reserve. 

The Marine Corps Reserve will construct its exclusive space at the new Naval 
and Marine Corps Reserve training center on a site to be purchased by the Naval 
Reserve. The Naval Reserve plans to construct its exclusive space and the joint 
spaces required by both services. The necessary real estate is available for pur- 
chase and advance planning is complete for the project. 


EDDYSTONE, PA. 


Construction of Marine Corps Reserve portion of replacement Naval and 
Marine Corps Reserve training center, $163,000. 

This project is for the Marine Corps Reserve portion of the construction of 
a replacement Naval and Marine Corps Reserve training center at Eddystone, 
Pa., previously justified by the Navy. The present facility consists of tem- 
porary frame structures, 1 quonset hut, and 1 brick building. These buildings 
require constant and excessive maintenance. The training center is far removed 
from the center of the population support area, and public transportation is 
not available during the hours required. The Marine Corps Reserve unit at 
the training center lacks approximately 5,000 square feet of exclusive space. 

The Marine Corps Reserve will construct its exclusive space at the planned 
new Naval and Marine Corps Reserve training center on a site to be purchased 
by the Naval Reserve. The Naval Reserve plans to construct its exclusive space 
and the joint spaces required by both services. The necessary real estate is 
available for purchase and advance planning is complete for the project. 


WILMINGTON, DEL. 


Construction of Marine Corps Reserve portion of replacement Naval and 
Marine Corps Reserve training center, $174,000. 

This project is for the Marine Corps Reserve portion of the construction of the 
replacement Naval and Marine Corps Reserve training center at Wilmington, 
Del., previously justified by the Navy. The present facility consists of 2 tempo- 
rary frame structures and 1 quonset hut. The routine maintenance and operating 
cost of these buildings is excessive, and it is not possible to alter them adequately 
to support-the Naval and Marine Corps Reserve units located there. The training 
center is located in a completely industrial section and no parking facilities and 
no outdoor training areas are available. The Marine Corps Reserve lacks approx- 
imately 6,000 square feet of exclusive space, including critical shortages of office, 
storage, and rifle range space. The Marine Corps Reserve will construct its 
exclusive space at the Naval and Marine Corps Reserve training center on a site 
to be purchased by the Naval Reserve. The Naval Reserve plans to construct 
its exclusive space and the joint spaces required by both services. The necessary 
real estate is available for purchase and advance planning is complete for the 
project. 

HOUSTON, TEX. 


Construction of replacement Marine Corps Reserve training center and land 
acquisition, $358,500. 

he 6th Infantry Battalion, USMCR, lacks approximately 7,000 square feet 

of exclusive space at the existing Naval and Marine Corps Reserve training 





center at Houston, and the drill hall is only one-half the size required. Additional 
spaces cannot be constructed at the present training center as the lease for the 
land held by the Naval Reserve expires on July 30, 1967 and will not be renewed 
by the lessor. 

“The Department of the Army has indicated that joint space planned for use 
by the Ist Cargo Company at the Old Spanish Trail site at Houston will be 
required by Army Reserve units in the future, thereby necessitating construction 
of joint spaces by the Marine Corps Reserve for the Ist Cargo Company. 
Although funds for the construction of facilities for the Ist Cargo Company were 
appropriated in fiscal year 1955, no funds were included for the construction of 
joint space. 

The Marine Corps Reserve plans to provide a replacement facility for the 
6th Infantry Battalion at Houston which will also furnish the Ist Cargo Company 
with adequate joint space to continue operations when the Army Reserve with- 
draws permission to use joint space at the existing Army Reserve training center. 
Construction for the two units will be accomplished cn a Government-owned site 
on the Old Spanish Trail, and the buildings will be erected under one contract by 
combining funds previously appropriated with funds requested for this project. 
The real estate required for this project is available and the preparation of advance 
planning has begun. 

FORTY FORT, PA. 


Construction of Marine Corps Reserve training center and land acquisition, 
$285,000. 

The present Marine Corps Reserve training center is located in a brick and 
cinder-block building leased at an annual rental of $8,160. The building is in 
poor condition and is extremely difficult to maintain. The facility lacks approxi- 
mately 5,000 square feet of space authorized the Marine Corps Reserve unit. 
The unit critically requires rifle range, classroom, office, and storage space. 
Construction of these spaces at the existing facility is not practicable due to the 
location of the building on leased land. It is planned to construct a replacement 
Marine Corps Reserve training center on land to be donated by the city of Forty 
Fort. The prozect, when completed, will provide a replacement traininz center 
capable of housing the Marine Corps Reserve unit at its full strength, including 
all training and administrative spaces required. The real estate necessary for 
the project is available and advance planning is now being prepared. 


LEWISTON, MAINE 


Purchase of land and building, $81,000. 

The Marine Corps currently leases the existing Marine Corps Reserve training 
center at Lewiston, Maine, for an annual rental of $13,920, which is considered 
excessive. This facility is occupied by Marine Corps Reserve and Army Reserve 
units. Modifications required to provide classroom and storage space are im- 
practicable as the building is leased and the Government therefore cannot protect 
such an investment. 

In order to reduce annual operating costs, which are excessive due to the high 
rental, it is planned to purchase the existing land and building comprising the 
Marine Corps Reserve training center. This purchase will also enable necessary 
building modifications to be accomplished for more efficient operation of the 
Marine Corps Reserve unit. The purchase price of $81,000 will be amortized 
within a period of 6 years. The lessor has indicated a willingness to sell the 
property, and an appraisal has been directed to confirm his asking price of $81,000. 

Mr. Suepparp. Mr. Wigglesworth, any questions upon the items 
that are reflected in this tab? 

Mr. WieeLeswortH. Assuming this request of the Marine Corps 
Reserve (Ground) were approved in full, where will that leave you in 
terms of your overall program? 

Captain SHANAHAN. Our overall program, as planned through 
fiscal year 1962, is $17,226,000. If the fiscal year 1957 program is 
approved in full, of this $17,226,000, $12,091,000 will have been 
appropriated. 

Mr. WicGLeswortu. Leaving a balance of about $5 million? 

Captain SHANAHAN. That is correct, sir. 
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MCRTC, ARLINGTON, VA. 


Mr. WiacLeswortH. Under the first item, Arlington, Va., $535,000, 
I understand the request is for the purchase of 4.9 acres at $28,000 an 
acre, and a building at 28,877 square feet at $13.77 a square foot, now 
known as the Dolly Madison High School; is that correct? 

Captain SHANAHAN. Yes, sir; I believe, Mr. Wigglesworth, the 
school is now being utilized and is named Brandon Junior High 
School. 

Mr. WiecLeswortH. What units are going to use this place, if 
you buy it? 

Captain SHANAHAN. The 13th Infantry Battalion, United States 
Marine Corps Reserve, and a woman marine unit. In addition, 
volunteer training units of the Marine Corps Reserve will utilize the 
building. 

Mr. WiccGLeswortH. What is the 13th Infantry Battalion and the 
Women’s Marine unit doing now in terms of training. 

Captain SHANAHAN. The units now are located in the Naval and 
Marine Corps Reserve training center at the Naval Gun Factory, 
Washington, D. C. This facility is entirely inadequate for both 
Marine Corps Reserve and Naval Reserve units. 

Mr. WiecteswortH. Why? 

Captain SHanawan. The facility is insufficient in size. We have 
no rifle range on which to train. The drill hall is only one-half the 
size required; there is no outdoor area in which to train, and we occupy 
only 15,400 square feet while we require approximately 28,000 square 
feet. This unit, I might add, is one of the largest in the Marine Corps 


Reserve program with a present strength of 486 officers and enlisted 
men. 
Mr. WicecLeswortH. 486? Is that the 13th Infantry Battalion? 
Captain SHANAHAN. That includes the women, also. 


N&MCRTC, BALTIMORE, MD. 


Mr. WicGLeswortn. Let us look at the next item at Baltimore, 
Md., which appears to be broken down on page 2-7 of the justifica- 
tions, construction of second increment of replacement Marine Corps 
Reserve training center, $476,500 plus land, 9.1 acres, at $5,000 an 
acre, $45,500. 

How many people have been using the first increment? 

Captain SHANAHAN. The first increment is not yet constructed, sir. 
The advance planning was just completed recently for this project. 

Mr. WiacLeswortH. When will that be completed? 

Captain SHANAHAN. We will commence construction as soon as 
possible after we realize the outcome of this request. 

Mr. WiacLeswortsH. How large is the first increment in square 
feet? 

Captain SHANAHAN. The first increment is 12,420 square feet. 

Mr. Wiecieswortn. And by the second one you want to add 
31,139? 
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Captain SHANAHAN. Yes, sir. 

Mr. WieGLeswortu. How many people are going to use this? 

Captain SHANAHAN. We have in the engineer battalion located in 
Baltimore, 377 officers and enlisted, and in the Ist Engineer Field 
Maintenance Co., 76 officers and enlisted. These, I might add, are 
end February 1956 figures. 

Mr. WicGLeswortH. What are they using now? 

Captain SHANAHAN. When this book was published, sir, it was end 
December strength. 

Mr. WicGLeswortH. What are they using now? 

Captain SHANAHAN. I am sorry. They are utilizing the Marine 
Corps Reserve Training Center at Fort McHenry at Baltimore. 

Mr. WieGteswortu. What is the matter with that? 

Captain SHANAHAN. The facility is in very poor condition. The 
buildings were constructed in 1915 as a hospital. We have requested 
GSA, who has cognizance and control of the buildings, to repair them. 
GSA cannot properly maintain these buildings due to fund restrictions 
and personnel restrictions. The buildings contain only about one-half 
of the indoor space that we require. The buildings have no outdoor 
space in which to train in engineer subjects. The training center itself 
is in a poor location, espec ially since we have women going to and 
from the training center at night. 


MCRTC, FORTY FORT, PA. 


Mr. Wiegeteswortu. At Forty Fort, Pa., you request $285,000 for 
construction of Marine Corps Reserve addition, drill hall, adminis- 
trative, indoor rifle range, shop, and site improvements. What have 
we got there now? 

Captain SHANAHAN. Mr. Wigglesworth, the word ‘‘addition’”’ on 
page MCR-9-7 should be deleteds 

Mr. WiaGLeswortu. This is a new facility? 

Captain SHANAHAN. Yes, sir; we are presently in a leased building. 

Mr. WicgGLteswortu. What is the matter with it? 

Captain SHANAHAN. The building is in poor condition and it is 
very difficult to maintain. Our utility costs are high. The building 
is too small and lacks rifle-range facilities 

Mr. WiacieswortnH. What rental are we paying? 

Captain SHANAHAN. $8,160 annually. 

Mr. WiecteswortH. What units or how many people will use this 
facility? 

Captain SHANAHAN. We have 1 unit there with a total strength of 
160 officers and enlisted. 

Mr. Wieeteswortu. How good are the estimates of roads, walks, 
utilities, and so on that run through all these items? Are those 
accurately figured, or are just rough estimates? 

Commander Errrr. The entire program has been advance planned, 
mi Wigglesworth, except two projects, Forty Fort, Pa., and Houston, 

ex. 

Mr. WigcLteswortru. We are talking about Forty Fort, Pa., right 
POW. 
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Commander Errer. In these projects, sir, as we have found in some 
other instances, the advance planning may indicate a cost higher than 
the original estimate since the plans are coming in late. Captain 
McHenry stated in his opening statement that it may well be that 
we will have to reduce the scope of some of these projects to come 
within costs. Our experience in the Pennsylvania area has been that 
the costs may be a little bit more than, for instance, the $13 per 
square foot shown, but it is relatively close to it. 

Mr. Wiaateswortn. A little more than $13 for what? 

Commander Errer. For construction, $13 per square foot, sir. 

Mr. WiaGLeswortH. My initial question was directed to roads, 
walks, and utilities and that kind of thing. I understand your answer 
to be they have all been advance-planned except here and in Houston, 
Tex.? 4 

Commander Errer. Yes, sir. I have no information on that, sir. 
We can get it for the record. I will have to go back to the district 
for it, sir. 

Mr. WiacLteswortH. You make the same reply in regard to Hous- 
ton, Tex., where you are asking $358,500? 

Commander Errer. Yes, sir. 

Mr. WicceLeswortH. For administrative storage, classrooms, rifle 
range, and site improvements, land acquisition at no cost, are these 
additional classrooms at an existing center? 

Captain SHANAHAN. These will be the only classrooms and will be 
utilized by two units at the training center. 

Mr. WiceLeswortu. In other words, this center is in the process of 
construction and you have not yet provided any classrooms? 

Captain SHANAHAN. The project is not under construction as yet. 
It was held up pending acquisition of the land from GSA. 

Mr. WiceLeswortnH. Did you tell the chairman that the way has 
now been cleared in that respect? 

Captain SHANAHAN. The negotiations to acquire the land are in the 
final stages. It has been approved by the Secretary of Defense. 

Mr. W IGGLESwortH. These projects have been selected, I take it, 
on a priority basis? 

Captain SHananan. Yes, sir. 

Mr. Wicciesworta. I have no further questions, Mr. Chairman. 

Mr. SHepparpb. Mr. Ostertag? 

Mr. OsrertaG. Captain, the appropriation request here is a total 
of $2,542,000; is that correct? 

Captain SHANAHAN, Yes, sir. 

Mr. Ostrertac. This amount covers a number of projects for the 
Marine Corps Reserve ground forces? 

Captain SHANAHAN. Yes, sir. 









N&MCRTC, ROCHESTER, 





N., ¥. 






Mr. Ostertac. I note among the projects one located at Rochester, 
N. Y., which calls for alteration of naval reserve training center in the 
amount of $79,000. Am I correct when I say that no moneys have 
been previously authorized for this particular project? 
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Captain SHANAHAN. That is correct, sir. 

Mr. Osrerrac. And that the $79,000 requested here will complete 
that job? 

Captain SHANAHAN. Yes, sir. 

Mr. Ostertac. Your third signal company is currently located at 
the State Armory in Rochester; is that correct? 

Captain SHANAHAN. Yes, sir. ri, aaa 

Mr. OsterTAG. Does the Marine Corps maintain any organizations 
or forces in Rochester other than the Third Signal? _ 

Captain SHANAHAN. Not organized paid units; no, sir. 

Mr. OsrertTAG. I am referring to Reserve units. 

Captain SHananan. No, sir. 

Mr. Osrertac. As I understand it you will be moving from the 
armory to the old convention hall which has been taken over by the 
Naval Reserve. Are you familiar with that? 

Captain SHANAHAN. Yes, sir, it is still State owned. 

Mr. OstrrertTaG. What is the real difficulty, so far as the present 
quarters are concerned? Certainly the armory is adapted to your 
requirements, is it not? 

Captain SHANAHAN. Yes, sir. The building lacks sufficient exclu- 
sive space for the Marine Corps Reserve. Although a large building, 
the drill hall is of immense size which we cannot alter or partition for 
office or storage space. We have small rooms scattered throughout 
the armory which are inadequate. 

Mr. Ostrertac. In other words, it is exclusive space that seems to 
be your problem? 

aptain SHANAHAN. That is correct. 

Mr. OstertTaG. What would this exclusive space be used for? 

Captain SHANAHAN. Storage space, office space, locker rooms, tech- 
nical library, ordnance. 

Mr. Suepparp. Will the gentleman yield? 

Mr. OstertTAG. Yes. 

Mr. SuHepparp. Off the record. 

(Discussion.off the record.) 

Mr. Ostertaa. In regard to the new location, these additional 
alterations in the new naval training center are necessary in order to 
have adequate facilities for the Marine Corps Reserve. That is, the 
3d Signal Company? 

Captain SHANAHAN. That is correct. 

Mr. Ostertac. What is the general nature of these alterations? 
This is an old building, the old convention hall, in which the naval 
training center is located. It is neither a new building nor an armory. 
Actually, it was built as a convention hall. 

Commander Errsr. In the first item it is proposed to remove 
existing balcony steps, level floor joists, place new wood floor, cover 
with asphalt tile, construct new ceiling, construct new steel fire escape, 
extend heating and ventilating from adjacent areas, install new shower 
and toilet facilities, and install lighting cabinets. Item 2, excavate 
to provide adequate headroom, install new concrete floor and install 
a new concrete block partition, and install a new ceiling and lighting. 
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Item 3, remove five existing wood columns, shore up as required, in- 
stall new concrete block partitions, install acoustical tile, relocate 
steam mains, and install ventilation. That type of thing, sir. It is 
to provide facilities to meet the peculiar requirements of the training. 

Mr. Ostrertaa. If I understand the situation correctly, this build- 
ing is an old convention hall which has been taken over by the Navy. 
Is that correct? 

Captain SHANAHAN. Yes, sir. 

Mr. Ostrrtac. Why is the Marine Corps responsible for these 
alterations rather than the Navy itself, in view of the fact that the 
Navy has jurisdiction and actually operates this training center? 

C aptain SHANAHAN. Under existing policy for joint utilization, joint 
construction, and joint maintenance of Reserve facilities, the host 
service, in this case the Navy is responsible for constructing all joint 
spaces utilized by both services, and the exclusive space utilized by 
the Navy. The tenant service then, in this case, the Marine Corps, 
is responsible for constructing its exc lusive space only. 

Mr. Osrertac. I understand. Your explanation is clear and you 
have given us sound reasons for this request. 

Is any rental consideration involved in this transfer of your location 
from the armory to the naval training center? 

Captain SHANAHAN. No, sir. 

Mr. OstertaGc. Thank you Captain. That is all, Mr. Chairman. 

Mr. Sueprarp. All right, gentlemen. Thank you very much for 
your appearance. 
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Fripay, Marcu 16, 1956. 
RESEARCH AND DEVELOPMENT 


WITNESSES 


HON. JAMES H. SMITH, JR., ASSISTANT SECRETARY OF THE NAVY 

FOR AIR 
REAR ADM. RAWSON BENNETT, USN, CHIEF OF NAVAL RESEARCH 
WILLIAM W. EDWARDS, COMPTROLLER 





BUREAU OF AERONAUTICS 


REAR ADM. WILLIAM A. SCHOECH, USN, ASSISTANT CHIEF FOR 
RESEARCH AND DEVELOPMENT 

CAPT. MORRIS A. HIRSCH, USN, COMPTROLLER 

EDWIN J. LEWIS, DEPUTY COMPTROLLER 


BUREAU OF SHIPS 


REAR ADM. ALBERT G. MUMMA, USN, CHIEF 

REAR ADM. ARMAND M. MORGAN, USN, ASSISTANT CHIEF FOR 
SHIP DESIGN AND RESEARCH 

CAPT. RICHARD MANDELEKORN, USN, COMPTROLLER 








BUREAU OF ORDNANCE 


REAR ADM. FREDERIC 8S. WITHINGTON, USN, CHIEF 

REAR ADM. WILLIAM F. RABORN, USN, DIRECTOR, SPECIAL 
PROJECTS 

WILLIAM 8S. WILLIAMS, COMPTROLLER 

CAPT. EDWIN B. HOOPER, USN, ASSISTANT CHIEF FOR RESEARCH 

AND DEVELOPMENT 






BUREAU OF MEDICINE AND SURGERY 


CAPT. OSCAR D. YARBROUGH, MC, USN, DIRECTOR, RESEARCH 
DIVISION 
BUREAU OF YARDS AND DOCKS 


COMDR. ANDREW S&S. ELAY, CEC, USN, DIRECTOR, RESEARCH DIVI- 
SION 





BUREAU OF SUPPLIES AND ACCOUNTS 
ROBERT C. MOOT, ASSISTANT COMPTROLLER 





BUREAU OF NAVAL PERSONNEL 


CAPT. CLINTON A. NEYMAN, Jr., USN, DIRECTOR, PERSONNEL 
ANALYSIS DIVISION 

DR. JOHN T. DAILEY, TECHNICAL DIRECTOR, PERSONNEL ANALY- 

SIS DIVISION 















MARINE CORPS 


COL. ROBERT C. WALTON, USMC, HEAD, DEVELOPMENT BRANCH, 
G-4 





OFFICE OF THE COMPTROLLER 
REAR ADM. HAROLD P. SMITH, USN DEPUTY COMPTROLLER 








Mr. Suepparp. We will review the budget estimates for research 
and development, and we have with us at this time Hon. James H. 
Smith, Jr., Assistant Secretary of the Navy for Air, and I presume 
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you want to make a statement or have one prepared for the purpose 
of presenting to the committee, Mr. Secretary? 

Secretary SmitH. Yes, Mr. Chairman. 

Mr. SHepparp. If you will present it we will not interrupt you until 
you complete it. 


GENERAL STATEMENT OF THE ASSISTANT SECRETARY OF THE Navy 
FoR AIR 


Secretary SmitH. I appreciate the opportunity to review the Navy’s 
research and development program for you. It is a program of which 
the Navy is proud. It is essential to successful accomplishment and 
important to the continued progress of the Navy’s longstanding and 
long-term mission. I will review some of the major events of the last 
year and then the Chief of Naval Research, Rear Admiral Bennett, 
will discuss the budget, and touch upon some of the technical high- 
lights. The individual program managers will then be available to 
discuss their proposed programs, and I would like to emphasize that 
I have the highest regard for the technical and professional qualifica- 
tions of this team. 

PROGRAM CONTENT 


During the fiscal year 1956, the Navy’s research and development 
program changed in emphasis and assumed new responsibilities. A 
spectacular new responsibility is Project Vanguard. ‘Vanguard”’ is 
the code name for the project to launch by rocket an object that will 
penetrate the earth’s atmosphere, and then go into orbit around the 
earth as a manmade satellite reporting back to us certain information 
we are seeking. This project is part of the United States program 
in the International Geophysical Year. Because of the facilities of 
the Naval Research Laboratory and the accumulated knowledge and 
experience of its scientific staff, the Navy was assigned the respon- 
sibility for this portion of the International Geophysical Year pro- 
gram. The first attempt to launch the satellite will be made in the 
early part of the calendar year 1958. Success is essential, as this is 
an unclassified project on which the attention of the world will 
be focused. 

A second significant shift in emphasis was brought about by the 
Lamp Light Report, a study conducted by the Massachusetts Insti- 
tute of Technology in the field of continental defense. The recom- 
mendations of this group, which are highly classified, had a profound 
effect upon the Navy’s research and development program. One of 
its contributions was to focus attention throughout the Navy on 
specific objectives and their relative importance to the entire area of 
sontinental defense. The report was more than a critical study of 
the program, however, in that a series of coordinated recommenda- 
tions was made for obtaining the objectives quickly. The Navy has 
accepted the Lamp Light Report and is putting specific reeommenda- 
tions into practice. It is worth noting that continental defense and 
fleet task force defense face almost the same weapons. The fleet’s 
nee however, is eased by its ability to disperse and concentrate 
at will. 
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In the fleet there are mobile airbases (carriers) with offensive and 
defensive aircraft and missiles. There are short and medium range 
defensive batteries (gun and missile support ships). 

I have just been aboard the Forrestal and the Boston, our newest 
carrier, and our missile-firing cruiser, both joining the fleet at Guan- 
tanamo, and I feel they are very successful ships. The fleet industrial 
complex consists of tankers, tenders, ammunition ships, and store 
ships, with the total designed to produce a self-sufficient military force 
for any purpose. 

The fleet exploits such advantages as flexibility, surprise, and 
mobility. Its entire effort is devoted to engaging and defeating an 
enemy force, at points well away from our centers of population. 

To achieve ulbusibcende at sea is rfot easy, but we consider the 
effort highly rewarding. We realize it is impracticable to have 
extremely large numbers of radar pickets as is possible ashore. The 
communication problem is challenging but within our control. Space 
and weight must be minimized aboard ship. The computer for 
handling combat-intelligence data, which covers several thousand 
square feet ashore, must be compressed into a few hundred square feet 
afloat, just as we compress the 8,000- or 10,000-foot land runway into 
a couple of hundred feet of carrier deck. 

A substantial portion of the Navy’s existing program was already 
pointed toward the objectives cited in the “Lamplight”’ report. These 
efforts have been given greater urgency. The budget request for 
fiscal year 1957 provides funds for the continuation of this effort. 

Another major impact on the Navy’s research and development 
program was the assignment on November 8, 1955, to the Navy of the 
development of a seabased intermediate range ballistic missile in 
partnership with the Army. This project has been given top priority 
in the Navy and Army. A special organization under Rear Admiral 
Raborn is carrying out the naval part of the work. This must be 
recognized as the beginning of a new weapons system of great 
magnitude. 

Another important project being accelerated is the nuclear-powered 
seaplane. This is reaching for ranges and endurances for our aircraft 
such as we have achieved in our nuclear powered submarine Nautilus. 

To summarize, the funds requested for the Navy’s research and 
development program for the fiscal year 1957 amount to $477 million. 
This request is $7.3 million larger than the total amount available for 
fiscal year 1956 and $45.1 million larger than the amount appropriated 
for this program for fiscal year 1956. 

The funds requested will be distributed to individual program 
managers as follows: 

Naval research ' $56, 064, 000 
Ree... 23S a, : : 181, 664, 000 
- . seen ou 5 : 86, 560, 000 
Ordnance__-_ 5 se 2¢ 138, 431, 000 
Medicine -_ - - shh = hice 4, 500, 000 
Civil engineering . ii Mk ; 3, 296, 000 
Supply --.-- --- : — 840, 000 
Naval personnel. , been ee 570, 000 
Marine Corps- -- - ----- aah 5, 075, 000 


Total new obligational authority 477, 000, 000 
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A secondary breakdown indicating the research and development 
facilities to be used to carry out the planned program is as follows: 


Department of Defense facilities__................-.-.----.-. $193, 344, 000 
Facilities of other Government agencies _ _ - at. eae i 4, 438, 000 
Industrial contractors- JRits : 244, 347, 000 
Universities and nonprofit institutions_ -_-- - pal 34, 871, 000 

SEY gs tee ne he Ag ie a Pd ts a er 


The bulk of the increased effort for both fiscal years 1956 and 1957 
will be provided by private contractors. No significant change in 
laboratory staffing levels is anticipated. 

For ease of comparability among the three military departments, 
the individual projects comprising the Navy’s program haw been 
classified by end-object and are so shown in the budget document. 
However, for internal management, the Department of Defense classi- 
fication by technical objectives, that is antisubmarine warfare, air 
defense, amphibious operations, and so on, is used. This classifica- 
tion places greater emphasis on the military mission than on the piece 
of equipment or weapon itself. As the hearings progress witnesses 
will discuss these latter distributions in detail. 


GENERAL PRINCIPLES AND OBJECTIVES 


The mission of the Navy falls in all media, on the sea, below the 
sea, on land, and in the air. The Navy’s challenge is to have weapons 
in the forward area that will win, backed up by new weapons being 
brought up to operational readiness for combat. As a result, you will 
see throughout our program the striving for essential characteristics 
of offensive and defensive weapons—flexibility, mobility, lethality, 
range, speed, and invulnerability, all with regard to the basic principle 
of economy of force. This requires progress along the entire scientific 
and technical front. 

For this reason, the Navy is proposing a planned application of 
funds and effort to forward-looking research and development as well 
as to developments designed to meet the current needs of the fleet. 
Examples are the application of effort to fuels and lubricants as well 
as to low frequency passive detection of submarines, and the applica- 
tion of effort in the basic sciences as well as to the prototype model of 
our supersonic carrier-based aircraft. The Navy believes that this 
research and development program is properly keyed to the national 
objective of controlling the seas for the purpose of exploiting them 
both as lanes of communication and as the base from which to project 
airpower. 

Now, having spoken of funds and specific projects, I would like 
first to thank you for your alert and constructive interest in our 
program and then to close on a very somber note. Money and good 
intentions will not win a long technological race. Education and 
training in the sciences is essential and here we are falling behind at an 
alarming rate. The very foundation on which we must depend—the 
secondary schools—have neither the instructors nor the facilities to 
encourage bright students qualified to go ahead in the basic sciences in 
universities, and yet we need young scientists at once and in quantity. 
I realize this is not the responsibility of the committee, but as individuals 
I trust many of you are in position to give this matter the attention it 
merits. 
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Mr. SueprparD. Thank you for your statement, which was a very 
interesting one and we will inquire into it. 

At this time, however, and in order to have continuity, I would 
like to have the statement of Admiral Bennett, who is here for the 
purpose of making certain presentations. 

You may proceed with your statement and we will not interrupt 
you until you have completed. 


GENERAL STATEMENT OF CHIEF OF NAVAL RESEARCH 


Admiral Bennett. Mr. Chairman and members of the committee, 
[ am Rear Adm. Rawson Bennett, Chief of Naval Research. I 
assumed the responsibilities of the Chief of Naval Research on the 
Ist of January 1956, succeeding Rear Adm. F. R. Furth who has 
retired from active duty. 


“LAMP LIGHT PROJECT” 


As Mr. Smith has told you, the research and development program 
of the Navy has been very active in recent months and this activity 
is reflected in the program and budget vou are now considering. 
Probably the factor having the most far-reaching effect on the Navy Vv 
research and deve ‘lopme nt, program was the initiation and complet ion 
of the “Lamplight” project. As you may remember from last year’s 
presentation, this was a study project designed to bring together the 
combined talents of some of the Nation’s leading scientists and engi- 
neers and concentrate this “firepower” on the major military problem 
of continental air defense. This project was operated for us by the 
Massachusetts Institute of Technology and was under the leadership 
of Dr. Zacharias. The Navy was joined i in this project by the Army 
and the Air Force. The problem was simply to determine the ability 
of the Armed Forces to defend this continent against enemy attack 
in light of the known and estimated ability of the enemy to launch 
such an attack. 

What are the limitations on our ability to make our defense of this 
continent truly effective? What are the areas of improvement that 
a vital research and development effort could accomplish? What is 
the time schedule for achieving such improvements? ‘The scientific 
team was assembled, was given all information available to the Armed 
Forces on the subject, and spent many months on the assimilation of 
the data, fieldwork, discussion of each segment of the problem, 
analysis, and preparation of a report of their findings. 

The major impact of the studies has been to confirm our planning 
to provide a better research and development program particularly 
for air defense. Recommendations have been made for investigation 
of techniques and for development to provide new and improved 
weapon systems. As a result of these recommendations, new pro- 
grams have been initiated and existing programs reoriented and ac- 
celerated. Further, the delineation of each service’s research and 
development responsibilities in the areas concerned has been firmed 
up. In fairness to the Navy’s research and development planning, it 
must be said that the bulk of its program, as related to air defense, 
was in close consonance with the findings of the study group, and 
many of the projects recommended had already been planned by the 
Navy though they were not all funded and underway. 
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With your permission, Mr. Chairman, I would like to go off the 
record and discuss briefly some of the results of the ‘“Lamp Light” 
study. 

(Discussion off the record.) 






































INTERMEDIATE RANGE BALLISTIC MISSILE 


Admiral Bennett. The joint Army-Navy program for the develop- 
ment of the intermediate range ballistic missile is well underway. 
The Army Ballistic Missile Agency at the Redstone Arsenal has been 
assigned the responsibility for the development of the basic ballistic 
missile. The Navy has been assigned the responsibility for the devel- 
opment of the IRBM ship-launched weapon system. A new organ- 
ization, the Special Projects Office, under Rear Admiral Raborn has 
the specific responsibility for conducting this program; but all parts 
of the Navy will provide all possible assistance in getting the job done. 
My office, the Office of Naval Research, is currently conducting an 
operations research study to determine the requirements for the 
optimum ship, to be used for the IRBM ship-launched weapon 
system. In addition, the Naval Research Laboratory is conducting 
special supporting research as well as acting as a consulting agency 
for the weapon system. Rear Admiral Raborn is here and will be 
available to provide any additional informi&tion on this subject that 
you may require. 





INTERNATIONAL GEOPHYSICAL YEAR 





During the International Geophysical Year, July 1, 1957, through 
December 31, 1958, scientists of approximately 40 nations will com- 
bine resources and talents to study important problems concerning 
the physics of the earth and its celestial environment. A large share 
of this attention will be directed toward the upper atmosphere. The 
United States is participating through the National Academy of 
Sciences and the National Science Foundation. American participa- 
tion will include the launching of small, unmanned, earth-circling 
satellites, as announced by the White House on July 29, 1955. Such 
a satellite will provide new and unprecedented opportunities for 
scientific measurements of the upper atmosphere. It will yield 
scientific information important to astrophysics, nuclear physics, 
astronomy, navigation, communications, meteorology, mapping of 
the earth’s surface and other areas. 

The Department of Defense has been assigned responsibility for 
providing the rocket that will put this first satellite into its orbit and 
other facilities and equipment required for launching and tracking. 
Within the Department of Defense, the Department of the Navy 
has been selected to manage this program with technical and logistic 
support furnished by the Departments of the Army and Air Force. 
The Chief of Naval Research has been assigned this responsibility 
for the Navy and will coordinate the program with the other military 
departments and Government agencies. The Naval Research 
Laboratory will conduct the technical program for building and 
launching the satellite. The Martin Co., of Baltimore, has the prime 
contract for the three-stage launching rocket. 

The Navy has a built-in capability for conducting this technical 
program, because of its extensive, continuing program of scientific 
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research, including many years of upper atmosphere research with 
balloons and rockets. Project “Vanguard” is being approached as 
we would approach any other large-scale scientific venture. The 
primary difference between Vanguard and our previous upper atmos- 
phere research projects is introduced by the time element. The 
satellite must be placed in its orbit by December 31, 1958. This is 
the first time in history that an organization has been faced with the 
design and construction problems involved in placing an artificial 
satellite in an orbit around the earth, and we have been told to meet 
it on a time schedule. Success will demand going to the present 
ET Tet ote beyond—of our engineering knowledge in many 
fields. 

Due to the time limitations on the project, it is not possible to go 
ahead with separate component development, building up the rocket 
and satellite design on the basis of continuing developments in each 
field, and making modifications as component advances permit. 
Instead it has been necessary to decide at the outset what the total 
design is going to be, then go ahead and have it built. 

The biggest problem is propulsion. It will take a three-stage rocket 
to reach the 18,000-mile-per-hour velocity required to get the satellite 
into its orbit 300 miles above the earth. 

The first stage will be a modified and improved version of the Navy 
Viking research rocket. 

The problem of guidance, to insure that the satellite is projected 
horizontally into its orbit, is also difficult. If the launching angle 
varies more than a few degrees, the satellite’s life will be cut short. 

Plans are also proceeding for the systems and equipment necessary 
for launching and tracking. Patrick Air Force Base, Cocoa, Fla., 
will be the launching site, and the Army has been requested to provide 
several tracking stations. 

Scientists are now working to determine the primary orbit and 
the specific tracking methods. Both optical and radio tracking will 
be used. The Minitrac system under development at the Naval 
Research Laboratory uses a miniature radio transmitter in the satellite 
to radiate a continuous signal to sensitive receiving equipment on 
the ground. 

Several Vanguard rockets will be built in connection with the pro- 
gram, to provide test vehicles and to insure that we will not be risking 
everything on a single shot. 

Although our technical capabilities will be taxed to the limit, we 
feel there is a good probability of success within the time scale 
allotted us. 

I am sure that some of the committee or the staff may have noticed 
in the newspaper a statement in connection with the hearing on a bill 
for the National Science Foundation. The National Science Founda- 
tion will provide part of the financing of this project assuming that 
Congress gives them the money they have asked for. The Depart- 
ment of Defense is also in the picture. And then, to thoroughly con- 
fuse the issue, if I may put it that way, the original estimates, in terms 
of the cost of the test vehicle, have been considerably exceeded by the 
facts of life. This is the first time that such a missile in fact will be 
built, and the estimates which were based on the single stage Viking, 
have proved to very optimistic. The cost of the vehicle increased 
when we submitted firm specifications and the Martin Co. had priced 
out the final cost of the proposed program. 
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Now, to additionally confuse the issue, the information released in 
the committee hearing on the National Science Foundation describes 
a different program. It talks about ‘our’ program and “their’’ 
program, and it makes no effort to separate the two or to relate them. 
In consequence, I would like the cost estimates that I have with me 
be kept off of the record pending further joint discussions of the 
program. They do represent, however, an effort to advise this com- 
mittee on what the satellite program as a whole is going to cost the 
Government. 

(Discussion off the record.) 


COORDINATION OF RESEARCH AND DEVELOPMENT 


Admiral Bennett. As you remember, the Office of Naval Research 
has been assigned the responsibility for the technical coordination of 
the Navy’s research and development program. Under this responsi- 
bility, we are responsible for insuring that all segments of the research 
and development program are scientifically and technically feasible, 
economically practical, and designed to fulfill basic military require- 
ments in the shortest practicable time compatible with the funds, 
facilities and manpower available. As you know, this responsibility 
is one of considerable magnitude and one for which there is no tried 
and true method of accomplishing. Conversely, there was consider- 
able danger of creating just another reviewing group. For this 
reason we are progressing carefully rather than with haste. 

We are conducting our coordination responsibilities on what 
amounts to two separate but related plans, The first and least 
glamorous is the accumulation of relevant data concerning the total 
research and development program without adding undesirable 
additional workload on the operating personnel. These records will 
be concentrated in the Office of Naval Research and will constitute 
the basie source of information for my staff in carrying out its full 
responsibilities. The usefulness of this mass of information will 
depend of course on the classification system applied to the individual 
project records and the facility with which required information can 
be assembled. Our experience in this field makes it crystal clear 
that effective coordination must come from reduction of the total 
program to manageable and understandable segments and not from 
grandiose staffs attempting to lead each individual project. We 
believe that the operating scientists and engineers and the program 
directors in the individual bureaus would welcome, and put into use, 
valid information concerning their portion of the total Navy program, 
We know from experience to date that the Chief of Naval Operations 
and his staff need and want information that will bridge the gap 
between what is required of the research and development program 
and what the program is currently capable of and designed to provide. 

I do not wish to imply in any way that no actual progress in the 
coordination of the Navy’s research and development program has 
been made beyond the planning stage because considerable and very 
valuable progress has been made. In the first place, the data re- 
trieval system that I have just mentioned is in the last stages of 
completion. Portions of it are already in use. However, the most 
important contributions of the coordination function have been made 
as a result of our second plan of attack. This plan involves the use 
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of highly skilled teams of scientific and engineering personnel for the 
purpose of concentrating on a specific and important military prob- 
lem—as, for example, in the ‘‘Lamp Light” study. 

’ p ’ I g. . 


MARINE CORPS PROGRAM 


I would like to point out that the budget before you includes the 
research and development program of the Marine Corps. The 
Marine Corps program is directed toward meeting real operational 
requirements to develop and improve tactics and equipment necessary 
for all-helicopter-lifted amphibious assault forces. It also is directed 
toward providing modern weapons, equipment, and supplies for the 
operating forces in being. Critical requirements for improved combat 
weapons and fire-control systems, communications equipment; detec- 
tion, identification, and location equipment; and guided missiles in 
close support ‘of landing forces are emphasized with a view toward 
the control and coordination of dispersal tactical and support elements 
of the landing forces. 

In its present form, the concept envisages the employment, with or 
without nuclear power support, of integrated Marine landing forces of 
ground and supporting air components, organized, trained, and 
equipped to exploit the speed and flexibility of the helicopter, for the 
projection of seapower deep ashore at any point on the world littoral 
without the necessity of direct assault on the intervening shoreline. 
By thus joining the greatly enhanced tactical mobility of the landing 
force to the high strategic mobility inherently characteristic of the 
fleet, this concept multiplies by a large factor the Nation’s advantage 
in a realm in which it has and can maintain a great margin of superi- 
ority. 

My predecessors have followed a procedure of keeping this com- 
mittee fully informed both as to the progress of new developments 
reported in the past and as to the newest accomplishments of: the 
research and development program. With your permission, I would 
like to continue this procedure at this point. This, of course, would be 
in support of the Office of Naval Research’s part of the appropriation 
request. 

(Discussion off the record.) 

Mr. SHeprparp. Admiral Bennett, I want to thank you for your 
very constructive presentation and also to express my personal 
appreciation for couching your presentation in understandable 
language. My association with scientific mentalities has been some- 
what dimmed in the past because of my lack of ability to comprehend 
the nomenclatures of the experts. 

Admiral Bennetr. Thank you. 


SUPPLEMENTAL REQUESTS 


Mr. SHepparp. Now on page 4 of Secretary Smith’s statement, 
I note the funds requested set forth. Do you have any supplementals 
pending at this time? 

Mr. Situ. I do not have any supplementals pending before the 
Congress at this time. We have some in anticipation, however. 

Mr. SuHepparp. Are you prepared at this time to discuss the 
supplemental to any degree of the presentable characteristics? 

Mr. Samira. No, sir: 
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Admiral Suita. Mr. Chairman, when you take up the activities of 
Ordnance, Admiral Raborn will give you a complete presentation 
of the program that is proposed. 


RESEARCH AND DEVELOPMENT CONTRACTORS 


Mr. Suepparp. I also note on page 4 a breakdown of the research 
and development facilities to be used to carry out the planned program. 
Would you please identify for the committee the contractors 
involved in this program and some idea of the funds earmarked for 
the individual contractors? And I would like to have the same 


information for universities and nonprofit institutions involved in the 
estimate. 


Mr. Epwarps. We can insert in the record a list of all of the con- 
tractors of the Office of Naval Research, and also a breakdown of the 


funds available showing the type of contractor and the total amounts 
for each. 


Mr. SHepparD. I think that will be responsive to my interrogation, 
(The information is as follows:) 


CONTRACTORS OF THE Orrice or Navat RESEARCH 


List of universities, colleges, and nonprofit institutions conducting research and 
development under contract with the Office of Naval Research 


Contractor and address 
Academy of Natural Science, Philadelphia, Pa. 
Alabama, Medical College of, Birmingham, Ala. 
Alabama, University of, Birmingham, Ala. 
Alaska, University of, College, Alaska. 
Alfred University, Alfred, N. Y Dt 
American Geographical Society, New York, N. Y. 
American Institute for Biological Science, Washington, D. C. 
American Institute for Research, Pittsburgh, Pa. 
American Mathematical Society, Providence, R. I. ; 
American Museum of Natural History, New York, N. Y. 
American Society of Mechanical Engineering, New York, N. Y. 
American University, Washington, D. C 
Amherst College, Amherst, Mass. 4. 
Arctic Institute of North America, New York, N. Y. 
Armour Research Foundation, Chicago, III. 
Battelle Memorial Institute, Columbus, Ohio. 
Boston University, Boston, Mass. 
Brandeis University, Waltham, Mass. 
Brooklyn, Polytechnic Institute of, Brooklyn, N. Y. 
Brown University, Providence, R. I. 
Bryn Mawr Hospital, Bryn Mawr, Pa. 
Buffalo, University of, Buffalo, N. Y. 
Califonria Institute of Technology, Pasadena, Calif. 
California, University of, Berkeley, Calif. 
California, University of, Los Angeles, Calif. 
Calvin College, Grand Rapids, Mich. 
Carnegie Institute of Technology, Pittsburgh, Pa. 
Carnegie Institute of Washington, Washington, D. C. 
Case Institute of Technology, Cleveland, Ohio. 
Catholic University of America, Washington, D. C. 
Central Institute for the Deaf, St. Louis, Mo. 
Chicago Medical School, Chicago, II. 
Chicago, University of, Chicago, Il. 
Children’s Hospital, Philadelp ia, Pa , 
City College of the City of New York, New York, N. Y. 
Clark University, Worchester, Mass. 
Clemson Agriculture College, Clemson, 8. C. _ 
College of Physicians and Surgeons, San Francisco, Calif. 
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List of universities, colleges, and nonprofit institutions conducting research and 
evelopment under contract with the Office of Naval Research—Continued 


Contractor and address 
Colorado A, and M. College, Fort Collins, Colo, 
Colorado, University of, Boulder, Colo. 
Columbia University, New York, N. Y, 
Connecticut College, New London, Conn. 
Connecticut, University of, Storrs, Conn. 
Cornell Aeronautical Laboratory, Buffalo, N. Y. 
Cornell University, Ithaca, N. Y. 
Cornell University Medical College, New York, N. Y. 
Creighton University, Omaha, Nebr. 
Dartmouth College, Hanover, N. H. 
Delaware, University of, Newark, Del. 
Denver, University of, Denver, Colo. 
Detroit University, Detroit, Mich. 
Drake University, Des Moines, lowa. 
Duke University, Durham, N. C. 
Educational Testing Service, Princeton, N. J. 
Emory University, Emory, Ga. 
Florida State University, Tallahassee, Fla. 
Florida, University of, Gainesville, Fla. 
Fordham University, New York, N. Y. 
Ford Institute for Medical Research, Detroit, Mich. 
Franklin Institute, Philadelphia, Pa. 
Gannon College, Erie, Pa. 
George Washington University, Washington, D. C. 
Georgetown University, Washington, D. C. 
Georgia Institute of Technology, Atlanta, Ga. 
Gonzaga University, Spokane, Wash. 
Grinnell College, Grinnell, lowa 
Hahnemann Medical College, Philadelphia, Pa. 
Harvard University, Cambridge, Mass, 
Hawaii University, Honolulu, T. H. 
Hobart and William Smith Colleges, Geneva, N, Y. 
Howard University, Washington, D. C. 
Human Relations Area File, New Haven, Conn, 
Illinois Institute of Technology, Chicago, Ill. 
Illinois, University of, Urbana, Il. 
Indiana, University of, Bloomington, Ind. 
Institute for Advanced Study, Princeton, N. J. 
Institute for Associated Research, Hanover, N. H. 
Institute of Gas Technology, Chicago, Ill. 
Institute of Medical Research, Pasadena, Calif. 
Institute for Research in Human Relations, Philadelphia, Pa. 
lowa State College, Ames, lowa 
lowa, State, University of, lowa City, lowa 
Jackson, Roscoe B., Memorial Laboratory, Bar Harbor, Maine 
Jefferson Medical College, Philadelphia, Pa. 
Jewish Hospital, Brooklyn, N. Y. 
Johns Hopkins University, Baltimore, Md. 
Kansas State College, Manhattan, Kans. 
Kansas, University of, Lawrence, Kans. 
Kresge Eye Institute, Detroit, Mich. 
Landkenau Institute for Cancer Research, Philadelphia, Pa, 
Lehigh University, Bethlehem, Pa. 
Linfield College, McKinnville, Oreg. 
Long Island University, Brooklyn, N. Y. 
Louisiana State University, Baton Rouge, La. 
Lowell Observatory, Flagstaff, Ariz. 
Loyola University, Chicago, IIl. 
Maine, University of, Orono, Maine. 
Maryland, University of, College Park, Md. 
Massachusetts General Hospital, Boston, Mass. 
Massachusetts Institute of Technology, Cambridge, Mass. 
Massachusetts Memorial Hospital, Boston, Mass. 
Massachusetts, University of, Amherst, Mass. 
Medieal College of Virginia, Richmond, Va. 
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List of universities, colleges, and nonprofit institutions conducting research and 
development under contract with the Office of Naval Research—Continued 


Contractor and address 
Mellon Institute of Industrial Research, Pittsburgh, Pa. 
Miami, University of, Coral Gables, Fla. 
Michigan State College, East Lansing, Mich. 
Michigan, University of, Ann Arbor, Mich. 
Midwest Research Institute, Kansas City, Mo. 
Minnesota, University of, Minneapolis, Minn. 
Mississippi College, Starksville, Miss. 
Missouri, University of, Columbia, Mo. 
Montana State College, Bozeman, Mont. 
Mount Sinai Hospital, New York, N. Y. 
National Academy of Sciences, Washington, D. C. 
New Hampshire, University of, Durham, N. H. 
New Mexico Institute of Mining and Technology, Socorro, N. Mex. 
New Mexico, University of, Albuquerque, N. Mex. 
New York Medical College, New York, N. Y. 
New York State Psychiatric Institute, New York, N. Y. 
New York University, New York, N. Y. 
New York State, University of, Syracuse, N. Y. 
North Carolina State College, Raleigh, N. C. 
North Carolina, University of, Chapel Hill, N. C. 
North Dakota, University of, Grand Forks, N. Dak. 
Northwestern University, Evanston, III. 
Notre Dame, University of, South Bend, Ind. 
Occidental College, Los Angeles, Calif. 
Ohio State University, Columbus, Ohio 
Oklahoma, University of, Norman, Okla. 
Oregon State College, Corvallis, Oreg. 
Oregon, University of, Portland, Oreg. 
Paterson General Hospital, Paterson, N. J. 
Pennsylvania State University, State College, Pa. 
Pennsylvania, University of, Philadelphia, Pa. 
Pittsburgh, University of, Pittsburgh, Pa. , 
Pomona College, Claremont, Calif. 
Princeton University, Princeton, N. J. 
Psychological Research Association, Washington, D. C. 
Puget Sound College of, Tacoma, Wash. 
Purdue University, Lafayette, Ind. 
Purdue Research Foundation, Lafayette, II. 
Redlands, University of, Redlands, Calif. 
Reed College, Portland, Oreg. 
Rensselear Polytechnic Institute, New York, N. Y. 
Rhode Island State College, Kingston, R. I. 
Rochester, University of, Rochester, N. Y. 
Rutgers University, New Brunswick, N. J. 
St. Louis University, St. Louis, Mo. 
St. Luke’s Hospital (N. Y.), New York, N. Y. 
St. Olaf College, Northfield, Minn. 
San Diego State College Foundation, San Diego, Calif. 
Saranac Lake Study and Craft Guild, Saranac Lake, N. Y. 
Seneca College, Geneva, N. Y. 
Sloan-Kettering Institute for Cancer Research, New York, N. Y. 
Smith College, Northampton, Mass. 
Smithsonian Institution, Washington, D. C. 
Snell Foundation, New York, N. Y. 
South Carolina, Medical College of the State of, Charleston, 8. C. 
Southern California, University of, Los Angeles, Calif. 
Stanford Research Institution, Palo Alto, Calif. 
Stanford University, Palo Alto, Calif. 
Stevens Institute of Technology, Hoboken, N. J. 
Syracuse University, Syracuse, N. Y. 
Temple University, Philadelphia, Pa. 
Tenneseee, Universitv, Memphis, Tenn. 
Texas A. and M. College, College Station, Tex. 
Texas, University of, Austin, Tex. 
Trudeau Foundation, Saranac Lake, N. Y. 
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List of universities, colleges, and nonprofit institutions conducting research and 
development under contract with the Office of Naval Research—Continued 


Contractor and address 


Tufts College, Medford, Mass. 
Tufts College.Medical School, Boston, 


Tulane University, 
Tulane University School of Medicine, New Orleans, La. 


New O 


rleans, La. 
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Mass. 


Utah, University of, Salt Lake City, Utah 


Vermont, 


University of, Burlington, Vt. 


Virginia, University of, Charlottesville, Va. 
Wake Forrest College, Winston-Salem, 
Washington, State College of, Pullman, Wash. 


Washington, 


Washington 


Wayne University, 


Wesleyan U 


University, 


niversity, 


University of, 
St. Louis, 
Detroit, 
Middletown, 


Seattle, 
Mo. 
Mich. 

Co1 


N. C. 


Wash. 


in. 


Western Reserve University, Cleveland, Ohio. 


West Virgin 
Wichita, 
Wisconsin, 


ia University, 


Morgantown, 
University of, Wichita, Kans. 
University of, Madison, 
Woods Hole Oceanographic Institute, Woods Hole, Mass. 


Worchester Foundation, Shrewsbury, 


Yale University, 


New Hav 


en, Conn. 


W. Va. 


Wis. 


fass. 


Zoller Memorial Dental Clinic, Chicago, Il. 


ACF Indust 
Aerojet Gen 


ries, Inc.., 


eral Corp., Az 


Hyattsville, 


INDUSTRIAL 


Md. 
isa, Calif. 


CONTRACTORS 


Aerophysics Development Corp., Palisades, Calif. 


Airborne Instruments Laboratory, Inc., 


Aircraft Armaments, Inc., 


Air Reduction Co., 


Baltimore, 


New York. N. Y. 


Akeley Camera & Instrument Division, 
Alabama Engineering & Tool Co., Huntsv ille, Ala. 
All American Airways, Inc., Wilmington, Del. 


Allied Record Manufacturing Co., 


Altosean Co. 


., Sharon Hill 


New York, N. Y. 


American Electro Metal Cups, Yonkers, N. Y. 


American Electronic Laboratory, 
American Machine & Foundry Co., 


Inc., 


Boston, 


Philadelphia, Pa. 


Mass. 


Associated Engineers, Inc., Springfield, Mass. 


Astrophysical Research, Inc., 
Merril, Inc., 


Atkins & 


South Sudbury, 


New York, N. Y. 


Mass. 


Atlantic Research Corp., Alexandria, Va. 
New York, N. Y 


Austin Co.., 


Baird Associates, Inc., 


Baker Manufacturing Co., 
Bell Aircraft Corp., Buffalo, N. Y. 


Belock Instrument Co., 


Boston, 


Mass. 


Evansville, 


Bendix Aviation Corp., Detroit, Mich. 


Borough Machine Co., 
Brush Beryllium Co., 


Bro 


Brush Development Corp., 
Buffalo Electro Chemical Co., Buffalo, N. Y. 


Burke Research Co., 


Fete ys Corp.. Irvingron, 


Carl & Sons, 


Inc., 


Van Dyke, 


oklyn, 


Wis. 
College Point, Long Island, N. 


N. Y. 
Cleveland, Ohio 


Cleveland, Ohio 


Mich. 


John H., New York, N. 


Carmody Corp.. Buffalo, N. Y. 


Cessna Aircraft Co., 


Wichita, Kans. 


as 


Chicago Development Corp., Riverdale, Md. 
Chromally Corp., New York, N. 
Clapp, Roger K., Cambridge, Mass. 


Clapp Laboratories, Inc., 


Wm. F., Duxbury, Mass. 


Clevite Brush Development Co., Cleveland ‘Ohio. 
Climax Molydenum Corp., 


Coastal Pub 


74195—56——60 


lications, Inc., 


New York, 


yes 


New York, N. Y. 








Mineola, Long Island, N. Y. 
Md. 


New York, N. Y. 
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List of universities, colleges, and nonprofit institutions conducting research and 
development under contract with the Office of Naval Research—Continued 


Contractor and address 
Coleman Engineering Co., Los Angeles, Calif. 
Collins Radio Co., Cedar Rapids, Iowa. 
Combustion & Explosives Research, Inc., Pittsburgh, Pa. 
Commercial Solvents Corp., Terre Haute, Ind. 
Consolidated Vultee Aircraft Corp., San Diego, Calif. 
Control Electronic Co., Rockville Center, N. Y. 
Cook Research Laboratory, Chicago, IIl. 
Corvey Engineering, Co., Washington, D. C. 
Dagstrom Instruments, Inc., Archbald, Pa. 
Deans Air Taxi, Inc., Washington, D. C. 
deFlorez Co., Inc., New York, N. Y. 
Del-Pro Corp., New York, N. ee 
Design Service Co., New York, i. 
Diffraction Products, Inc., Mayv w ao Ik. 
Display Guild-Formed Products Co., Elmhurst, ee 
Documentation, Inc., Washington, ie 
Douglas Aircraft Co., El Segundo, Calif. 
Dunlap & Associates, New York, N. Y. 
Dynamic Develop, Inc., Islip, Long Island 
Eagle Picher Co., Joplin, Mo. 
Eclipse-Pioneer, Teterboro, N. J. 
Engineering Research Associates, St. Paul, Minn. 
Engineering & Research Corp., Hyattsville, Md. 
Experiment, Inc., Richmond, Va. 
Exploration Contractors, Inc., New York, N. Y. 
Fabric Research Laboratories, Boston, Mass. 
Fada Radio & Electric Co., Inc., Belleville, N. Y. 
Fairchild Camera & Instrument Co., Syosset, N. Y. 
Fairchild Engine & Airplane Corp., Farmingdale, Long Island, N.JY. 
Federal Telecom Laboratory, Nutley, N. J. 
Firth Sterling, Inc., Pittsburgh, Pa. 
Freed Radio Corp., New York, N. Y. 
Gardner Displays Co., Pittsburgh, Pa. 
General Dynamics Corp., Groton, Conn. 
General Electric Corp.., Schenectady, ie Ee 
General Miils, Inc., Minneapolis, Minn. 
Gibbs & Cox, Inc., New York, N. Y. 
Glenn L. Martin Co., Baltimore, Md. 
Goodyear Aircraft Corp., Akron, Ohio 
Hagstrom Co., Inc., New York, N. Y. 
Hare Co., D. G. C., New Canaan, Conn. 
Harris Transportation Corp., Southbury, conn. 
Haskins Laboratories, New York, N. Y 
Hafco Laboratories, Detroit, Mich. 
Hiller Helicopters, Palo Alto, Calif. 
Hillyer Instrument Co,, New York, N. Y. 
Hinckley & Associates, John A., Chicago, Il. 
Horizons, Inc., Princeton, N. J. 
Horning-Cooper, Inc., Monrovia, Calif. 
Hughes Aircraft Co., Culver City, Calif. 
Hughes Tool Co., Culver City, alif, 
Hycon* Mfg. Co., Pasadena, Calif. 
Hydrofoil Corp., Annapolis, Md. 
International Telemeter Corp., Los Angeles, Calif. 
Jackson & Moreland, Boston, Mass. 
Jam Handy Organization, Ine., Detroit, Mich. 
Kaman Aircraft Co., Bloomfield, Conn. 
Keeney, J. H., Chicago, Ill. 
Kellett Aircraft Corp., Camden, N. J. 
Kellogg Co., New York, N. Y. 
Kennametal, Inc., Latrobe, Pa. 
Kollmargen Optical Corp., Northampton, Mass. 
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Lester Associates, Inc., Hastings-on-Hudson, N. Y. 
Link Aviation, Binghamton, N. Y. 


Lionel Corp., Irvington, N. J. 


Little, Ine., A. D., Cambridge, Mass. 
Lockheed, Aircraft Corp., Burbank, Calif. 


Long Island Biological Association, Long Island, N. Y. 


Lorenz Associates, Ben, New York, N. Y. 


M. Ten Basch, Inc., Pleasantville, 


Management & Marketing Research Corp., Los Angeles, Calif, 


Maria Mitchell Association, Nanti 


Marsh Theiss, Inc.. Huntington, Long Island, N. Y. 


Massa Laboratories, Inc., Hinghar 


N. Y. 
icket, Mass. 


n, Mass. 


Mathieson Chemical Corp., Baltimore, Md. 


MeKiernan-Terry Corp., Harrison 


, N. J. 


MeMillan Laboratory, Inc., Ipswich, Mass. 


Melpar, Inc., Alexandria, Va. 
Merrill Co., San Francisco, Calif. 
Metalelectro Corp., Bladensburg, 


Metropolitan Electrical Manufacturing Co., Long Island, N. Y. 


Miami Shipbuilding Corp., Miami 
Microcard Corp., La Crosse, Wis. 


Minneapolis-Honeywell Regulator Co., Minneapolis, Minn. 
Movie Laboratory Film Laboratory, New York, N. Y. 


Md. 
, Fla. 


Murray, Prof. Francis J., New York, N. Y. 


Naragansett Marine Laboratory, Kingston, R. I. 


National Co., Malden, Mass. 


North American Aviation, Inc., Downey, Calif. 


Northrop Aircraft, Inc., Hawthorne, Calif. 


Nuclear Development Association, Ine., White Plains, N. Y. 


Parsons Co., Ralph M., Los Angeles, Calif. 


Penn Salt Manufacturing Co., Wyndmoor, Pa. 


Phileo Corp., Philadelphia, Pa. 

Photogammetry, Inc., Silver Sprit 
Piasecki Helicopter Corp., Mortor 
Polaroid Corp., Cambridge, Mass. 


ig, Md. 


1, Pa. 


Porolay Equipment Co., Pacoima, Calif. 


Princeton Radiation Chemistry Laboratory, Inc., Princeton, N. J. 


Propulsion Research Corp., Englewood, N. J. 
Psychological Corp., New York, N. Y. 


Psychological Research Association, Washington, D. C. 


Psychological Research Center, Los Angeles, Calif. 
Rappaport Studios, Inc., Cleveland, Ohio 


Raytheon Manufacturing Co., Waltham, Mass. 


Rea Co., Inc., Santa Monica, Calif. 


Reaction Motors, Inc., Rockaway 
York, N. Y. 


Reeves, Instrument Corp., New 


N. J. 


Reflectone Corp., Stanford, Conn. 
Remington Rand, Inc., Philadelphia, Pa. 


Renner, Richmond Hill, N. Y. 


Research Associated, Philadelphia, Pa. 


Richardson, Bellows, Henry & Co., New York, N. Y. 


Rotor-Craft Corp., Glendale, Calif. 


Rycon Manufacturing Co., Pasad 


ena, Calif. 


Sanders & Thomas, Inc., Pottstown, Pa. 


Schwarz Laboratories, Inc., New 


York, N. Y. 


Scientific Engineering Co., New York, N. Y. 


Smith-Meeker Engineering Co., New York, N. Y. 


Snell, Inc., Foster D., New York, N. Y. 


Sperry Gyroscope, Great Neck, Long Island, N. Y 


Sprague Electrical Co., North Ad 


Springer Aircraft Corp., Earl W., Indianapolis, Ind. 
Stanley Aviation Corp., Buffalo, N. Y 


ams, Mass. 









research land 
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List of universities, colleges, and nonprofit institutions conducti research and 
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Contractor and address 
Superb Bronze & Iron Co., Brooklyn, N. Y. 
Technology Instrument Corp., Acton, Mass. 
Technical Products Co., Hollywood, Calif. 
Technical Research Group, New York, N. Y. 
Technitrol Engineering Co., Philadelphia, Pa. 
Teletronics Laboratory, Inc., Westbury, Long Island, N. Y. 
Textile Research Institute, Princeton, N. J. 
Turbo Products, Inc., Pacoima, Calif. 
United Aireraft Corp., Hartford, Conn. 
Van Ryper, Charles E., Vineyard Haven, Mass. 
Varian Associates, San Carlos, Calif. 
Varo Manufacturing Co., Garland, Tex. 
Vitro Laboratories, Silver Spring, Md. 
Watson Elevator Co., Englewood, N. J. 
Western Electric Co., New York, N. Y. 
Westinghouse Electric Corp., Pittsburgh, Pa. 
Winzen Research, Inc., St. Paul, Minn. 
Wood Work Specialties, Chicago, Ill. 
Zapffe & Associates, Carl. A., Baltimore, Md. 
Zotos, George A., New York, N. Y. 
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DEFICIENCY IN THE NUMBER OF YOUNG SCIENTISTS 


Mr. SHEepparD. Secretary Smith, I note in your statement on page 6 
you point out the serious deficiency existing in the field of young 
scientists. What are your plans for alleviating this deficiency and is 
there any way this committee can give assistance to you to accom- 
plish that end? 

Mr. Samira. I think it is very difficult for your committee, or for 
the Navy alone, to do much in this field. I think it is an area in which 
we must have the full support of the Government, involving many of 
the agencies of the Government. The concern I have indicated here 
has been voiced by other people—by Dr. Waterman, NSF, particu- 
larly. We have talked to various educational foundations about it, 
to see what can be done. I do not know the answer myself, exactly 
how to solve the problem; but I feel if we keep probing around, as | 
am doing here today, bringing it to your attention—and I bring it to 
everyone’s attention I can—we may find the answer. 

I think Dr. Waterman made a talk a month or two ago in which 
he compared the number of young scientists coming out of the Soviet 
universities as compared to our own. I think once you read that, 
you become very much impressed by the need for us to do something 
about it. 

Mr. SHEPPARD. That at present this is a very serious question is 
beyond doubt and everyone is vitally concerned with it. Frankly, 
so far as I know, no one has been able to come up with the solution, 
because it appears apparently at this time that something in the 
field of inducement far greater than what at present obtains has to be 
provided. Just what the approach would be, I have no way to 
determine. 

Admiral Bennett. I think Mr. Smith’s remarks should be noted 
by all of the committee members as individuals. There is a lot that 
individuals can do. One simple thing is to encourage young men, 
who otherwise might not do so, to take up science and engineering. 

Another thing that any and all of us can do, as I am doing in my 
home community, is to encourage the schools to have the facilities 
to provide young people with the basic essentials in science and 
engineering. As you doubtless know, many schools in this country 
cannot and will not provide courses in science and engineering. 

As a final example of what individuals can do, in these past 2 days 
the technical societies in this area have volunteered to relieve science 
teachers in our high schools, as I myself volunteered to do—of course 
I am not available today on account of this hearing—to take the 
teachers’ places in the high schools and go ahead with the instruction 
in science, so that the teachers can go to their national annual meeting 
and learn more about their topics. 

Those are things the individual can do, all of which we can support 
collectively. 

PROJECT VANGUARD 


Mr. Suepparp. I note on page 5 of your statement, Admiral 
Bennett, you say: 


There is a good probability of success within the time scale allotted us— 
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in referring to the Project Vanguard. Would you expand on this 
statement and tell the committee is there any possibility of not 
succeeding with the program? 

(Discussion off the record.) 


SCREENING OF RESEARCH AND DEVELOPMENT PROJECTS 


Mr. Suepparp. The committee, in its report last year, stated: 


* * * It is, perhaps, too early to pass judgment on the matter, but insofar 
as the hearings disclose about the only result of the consolidation thus far has 
been the addition of 10 budget and fiscal people to handle the added work in the 
departmental coordinating agency. Perhaps the new review procedures outlined 
to the committee by Assistant Secretary Smith will bear more fruit in future 
years. The committee hopes so. It is the primary responsibility of the Depart- 
ment, especially in a complex field of endeavor such as this, to provide the critical 
screening necessary to assure that only those projects which are clearly essential 
and sound be pursued. The feeling in the committee over the years has been 
that projects of doubtful value have been authorized and probably there still are 
some-— 
in that same category. 

What has been done in the past year or 2 years to coordinate and 
screen the requirements in this program, and what has been the 
effect of the new review procedures which Secretary Smith outlined 
to the committee last year? 

Mr. Saitu. I think we can give you the number of projects that have 
been started and dropped. Iam not sure we can give you the number 
of projects that have been proposed and not permitted to go through 
the sereen at all. In any case, the number will be impressive. 

Admiral Bennervr. I can report on those in the case of the Depart- 
ment of the Navy. During the fiscal years 1954 and 1955, a total of 
1,186 research and development projects and subprojects were com- 
pleted. In the same period, 291 were canceled. 

In the guidelines for fiscal 1957, Mr. Chairman, we directed the 
cancellation of a considerable number of additional projects. I do not 
have the precise number. There were several pages of them. 

Mr. SHepparp. In the projects that have been deleted, would you 
have available for our information what that would respond to dollar- 
wise? 

Admiral Bennett. We will supply that for the record. 

(The information referred to is as follows:) 


Projects canceled in the fiscal year 1957 guidelines 


Nemboer:et, sinbnettis £6.05)... 0d 5i0se-d subi cdiwsiboee wien. , 55 
Estimated obligations, fiscal year 1956_...._...........--.----- . $3, 812, 000 


INTERNATIONAL GEOPHYSICAL YEAR 


_ Mr. SHepparp. With Project Vanguard you are certainly dealing 
in a field of the most intriguing events that humanity has ever been 
exposed to; there is no question about that. The situation that to me 
is extremely interesting is the time limit that has been set in this field 
because of the extremity of the ramifications involved that heretofore 
have never been determined. 

I repeat, that I am very much interested and hope, of course, you 
achieve the ambitious schedule which is apparent here. 
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Mr. AnpREews. Admiral what is the reason for this crash program 
so to speak, that is evidenced by this 1958 deadline? 

(Discussion off the record.) 

Mr. WiaGLeswortH. You say on page 3 of your opening statement 
that 

During the International Geophysical Year, July 1, 1957, through December 31, 
1958, scientists of approximately 40 nations will combine resources and talents 
to study important problems concerning the physics of the earth and its celestial 
environment. 

Does that include the satellite you have referred to? 

Admiral Bennett. Yes, sir. 

Mr. WieeLeswortn. And are the findings in that or other fields 
investigated to be shared by all 40 nations? 

Admiral Bennett Yes, sir. This is basic scientific information. 

(Discussion off the record.) 

Mr. WieGLeswortu. Secretary Smith, you referred to the Lamp 
Light Report and the fact that efforts of the Navy in certain directions 
had been given greater urgency as a result of that report. Is there 
any reason why the details should not be on the record? 

(Discussion off the record.) 

Mr. OstertaGc. Mr. Secretary and Admiral Bennett, let me say 
to you that your reference and your discussion with regard to the 
Project Vanguard and the program of the International Geophysical 
Year rings a bell with me, because I happen to be a member of the 
subcommittee, that recently had the National Science Foundation 
budget request for this project under consideration. And I might say 
to you that, as far as I know, there was a free and open discussion of 
this program at that time. I mean that everything was on the record. 

First of all, Admiral Bennett, I think you made reference in your 
statement to the fact that the Navy’s participation is through the 
National Academy of Sciences and the National Science Foundation. 
In other words, they are at the top in this development? 

(Discussion off the record.) 

Mr. Ostertac. According to my understanding from the testi- 
mony advanced by the National Science Foundation, the Interna- 
tional Geophysical Year is an international program in which some 40 
or 50 nations, including Soviet Russia, are participating; is that right, 
Admiral? 

Admiral Bennert. That is right. There is an international pro- 
gram in which at least 40 nations participate. 

Mr. Osrertac. Involved in this International Geophysical Year 
program is a broad scientific study project. In other words, it is not 
limited to any one particular field of science? 

Admiral Bennett. You are correct, sir. 

Mr. OstrertaG. This Project Vanguard is one facet of the overall 
program? 

Admiral Bennett. That is correct. 

Mr. Ostertac. Of the United States? 

Admiral BennetT. Yes, sir. 

Mr. Ostertac. Do all the nations participating in this International 
Geophysical Year program have a project similar to Vanguard? 

Admiral Bennett. Off the record. 

(Discussion held off the record.) 

Mr. OstertaG. It is my understanding, Admiral, that this Inter- 
national Geophysical Year program which embraces a number of fields 
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of scientific endeavors, is subject to international agreement. Would 
vou say “Yes” to that? 
’ Admiral Bennett. That is correct. 

Mr. OstertaG. In connection with Project Vanguard, if successful, 
it would lead me to believe that it might have a decided bearing on 
potentials in the missile field. Are we not exploring a field which will 
also be available, so far as our success is concerned, to any potential 
enemy? 

Admiral Bennett. Our greatest potential enemy, sir, the Russians, 
have announced they will have a satellite before we do. Whether or 
not this is a fact we do not know. But they, at any rate, are doing a 
parallel program. 

Mr. OstertaG. But under the terms of the agreement what we 
find will be available to them? 

Admiral Bennett. That is correct, sir; and vice versa. 

Mr. Ostertac. You do not believe if they have anything which 
really would help the defense of this country that they would make it 
available to us, even though they agreed to it, do vou? 

Admiral Bennett. Off the record. 

(Discussion held off the record.) 

Mr. OsrertaG. In connection with the financing of this Inter- 
national Geophysical Year program, I might say, first, that the sub- 
committee has approved $26 million to the National Science Founda- 
tion for this program. That bill has been reported from the com- 
mittee and it will be on the floor for approval this next week. 

I note that your figure as to the financial degree their participation 
is not the same. I think the figure is $19,262,000 as the amount 
of their expenditure. Is that in connection with Project Vanguard? 

Admiral Bennett. Correct, sir. That is in connection with 
Project Vanguard only. 

Mr. OsrertaG. So the difference between what we are appropriated 
to the National Science Foundation and the $19 million would go to 
projects other than Vanguard; is that correct? 

Admiral Bennett. For other portions of the International Geo- 
physical Year. That is my understanding of their budget, sir. 

Mr. Ostertaa. Is there any relationship to Lamp Light Report or 
project and this program? 

Admiral Bennett. No, sir. 


COORDINATION OF RESEARCH AND DEVELOPMENT 


Mr. OstertaG. Have you any conflict of jurisdiction, program, and 
purpose, as between your research activity and your engineering and 
development ac tivities, or is that well coordinated under one umbrella 
and operating satisfactorily? I am referring to R and D in the Navy. 

Mr. Smirx. Within the Navy it is operating quite satisfactorily. 
You might want to ask the Bureau chiefs the question along the. line 
and see what they come up with as an answer. 

Mr. OsrertaG. I shall be glad to hear from anyone, including 
Admiral Bennett on that. 

Mr. Sarrn. I think actually it would be better from the Bureau 
chiefs rather than Chief of Naval Research. 

Admiral Bennett. I can reiterate Secretary Smith’s words, sir 

Mr. OstertaG. That is all I have, Mr. Chairman. 
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NUCLEAR-POWERED SEAPLANE 


Mr. Anprews. Mr. Secretary, I want to ask a question about a 
statement you made when you said: 

Another important project being accelerated is the nuclear-powered 
seaplane. 

What can you tell us about that on or off the record? 

Mr. Smiru. I think a little later on in the program this will be 
discussed in some detail. 


ESTIMATES OF UNOBLIGATED BALANCES AND OBLIGATED BALANCES 
CARRIED FORWARD 


Mr. AnpreEws. Now let us take the green sheets. 

On page 17 of the green sheets I notice an estimated unobligated 
balance of $30 million at the end of 1956, $37 million at the end of 
fiscal 1957. What is the reason for the increase in the unobligated 
balance? 

Mr. Epwarps. Mr. Chairman, there is no specific project that 
accounts for that increase in the unobligated balance. As you realize, 
we estimate how much of the entire appropriation will be unobligated 
at the end of the year, and I think the best thing that could be said 
about the increase is that it represents a slight difference of opinion 
and I should add, an honest difference of opinion, between different 
groups as to what this total unobligated balance will be. The differ- 
ence of opinion relates to the speed with which certain major projects 
will be put under contract or put into operation. 

Mr. Anprews. Or withdrawn from the program? 

Mr. Epwarps. Yes, sir. 

Mr. Anprews. I believe you told us about 290 projects had been 
withdrawn? 

Mr. Epwarps. They were terminated projects. 

Mr. ANDREws. Over what period? 

Mr. Epwarps. Fiscal years 1954 and 1955, sir. 

Mr. AnprEws. What is the unobligated balance as of your last 
reporting date? 

Mr. Epwarps. As of January 31 for the entire appropriation the 
unobligated balance was $251,690,000. This includes $151.5 million 
of committed funds and approximately $100 million of uncommitted 
funds and anticipated carryover. 

(Discussion held off the record.) 

Mr. Epwarps. Of the amount you have referred to, a $30 million 
unobligated balance is anticipated. 

Mr. AnDrREws. $37 million at the end of 1957. 

Mr. Epwarps. That is correct. 

Mr. Anprews. Would you supply for the record a breakdown of 
the unobligated balance as of your last reporting date, estimated at 
the: end of fiscal 1956 and estimated at the end of fiscal 1957 by 
budget activity, differentiating between that committed and that 
uncommitted? 
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Mr. Epwarps. I will provide it at the time the transcript is 
supplied. 


(The information requested is as follows:) 
Statement of unobligated balances, appropriation ‘‘Research and Development, Navy” 


(Dollars in thousands} 












































| 
Actual Jan. 31, 1956 | Estimate June 30, 1956 | Estimate June 30, 1957 
alae 
Budget activity - “ | lo | | or | e 
om- Jncom- | Com- |Uncom-| Com- |Uncom-| m,,. 
mitted | mitted Total | mitted | mitted Total | mitted | mitted ‘oa Total 
hr —_—_—_—_—|— | | on | —_—_——_ 
1, Naval research. ..-. $15,309 | $7,150 | $22,450 | $1,100 | $900 | $2, 000 | $1, 100 | 000 | $2,000 
9 AvinGiGih.. coven heen | 67,471 50, 778 108, 249 | 14,028 900 | 14, 928 | 14,028 900 14, 928 
5. Fl ooascanean aie ; 19,150 18, 351 37,501 | 4, 640 | 500 | 5,140 | 5,640 500 6, 140 
4. Ordnance....------ 55,318 | 20,208 | 75,526 | 7,300 700 | 8,000 13,300 700] 14,000 
5. Medicine. ..-.-.-..- 1, 444 7 | LE iis cnchadleicssdillcciiicenilinlaiet sidan a ee jucececce 
6. Civil engineering --- 1,119 485 | Ee lenviionn< _——— | ira neneaen havea tees Be ae 
7, DE. so denenienna 452 144 | BE a ceeain eed ia ae LSS leet auiel S eecvacelans Se 
8. Naval personnel. - - 126 132 | MON oc dats a lecdues esanccs os cccae Biencas dei cebades 
9. Marine Corps..-..-- 1, 093 2,2 232) = 3, 325 |.------- ae Lae ais eee iaiiltin chs Ete 
amainamenion wae j——— —| a iow unaiieatpeasies 
Tete fi,.-22! 151, 482 | 100, 208 08| 2 251, 690 | 27,068 | 3,000 | 30,068 | 24, 068 | 3,000 | 37, 068 
| | | | i | 





Mr. AnpreEws. I notice a very substantial increase in oe obli- 
gated balance carried forward from $266.7 million in 1955, $296.7 
million in 19: 56, to $316.7 million in 1957. What is the reason for 
this steady increase? 

Mr. Epwarps. The major reason for the increase in the unliquidated 
obligations will be found, first, in the fact that the program is an 
increasing program. In 1957 the amount of money requested is 
$477 million. The amount of money appropriated in 1956 is $432 
million. I believe the amount in 1955 was $420 million. 

The second reason for the increase is the fact that we are estimating 
in this budget expenditures of $450 million for both fiscal year 1/56 
and 1957. These amounts are reflected back through the estimate, 
of course, and affect the estimates of unliquidated obligations. 

If the rate of expenditure as reported in the budget turns out to 
be smaller than actually realized then the unliquidated obligations 
will be lower. It will not be the increasing trend shown in the budge ot. 

However, you must bear in mind the program itself is increasing in 
size. 

Mr. AnprEws. Would you give the committee a latest figure of 
obligated but not expended balance as of your last reporting date? 

Mr. Epwarps. As of January 31 the unliquidated obligations were 
$269,867 ,000. 

Mr. AnpreEws. I wish you would furnish for the record a table 
breaking down the obligated balance to be carried forward as of 
your last reporting date, as of the end of fiscal 1956, and the end of 
fiscal 1957 by budget activity. 

Mr. Epwarps. Yes, sir. We will furnish that for the record. 

(The information requested is as follows:) 
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Statement of obligated balance carried forward, appropriation “Research and 
development, Navy’”’ 


[Dollars in thousands] 


a Actual, Estimate, Estimate, 
Budget activity Jan. 31, 1956 | June 30, 1956 | June 30, 1957 


. Naval research. _.- pie | $74, 234 $69, 103 $64, 887 
. Aviation 7 oa ; 94, 484 98, 697 105, 504 
. Ships ae isos ae 40,877 ° 43, 920 55, 471 
. Ordnance secon a a .| 54, 836 77, 662 | 82, 593 
Medicine Z AT esos 1, 565 | 1, 501 1, 462 
a cen 1, 045 1, 258 | 1, 255 
. Supply — : 279 373 373 
. Naval personne] -_- - 25 27 | 32 
. Marine Corps 7 2, 522 4, 185 5, 149 


269, 867 296, 726 316, 726 


CON Aamo 





JUSTIFICATION OF THE ESTIMATES 


Mr. AnpreEws. And at this point in the record we shall insert 
pages 2 through 10. 
(The information referred to is as follows: ) 


APPROPRIATION INTRODUCTION 


The research and development program of the Navy is the source of its con- 
tinued growth and its functional superiority. As the most highly mechanized 
or technologically developed fighting force in the world, the United States Navy 
is completely dependent upon scientific and technical progress for the military 
efficiency and effectiveness of its weapons, equipment, and operational tech- 
niques. The research and development program of the Navy is necessarily 
broad in its scope since it must service the wide variety of dperational missions 
of the Navy. 

Naval aircraft missions include the relatively low speed, low altitude search 
and attack capabilities of antisubmarine warfare; the high and low altitude, 
high speed detection, interception and destruction of enemy aircraft; and such 
other problems as aerial mine laying, patrol, convoy protection and amphibious 
air cover. The missions of our surface craft and undersea craft also vary greatly 
and again include a number of different operational requirements. Coupled 
with these widely varying missions is the inherent naval problem posed by the 
sea and the environmental conditions above it and beneath its surface. These 
all combine into the difficult problem of satisfactorily developing weapons and 
equipment to operate in aircraft, and aboard surface ships and submarines, in 
widely varying temperatures and all kinds of weather, and under the peculiar 
conditions posed by the operational medium itself. 

Organizationally, the Navy’s research and development program is conducted 
in a manner comparable to the system employed by many of the larger industrial 
corporations. For example, one major corporation is divided into a number of 
separate divisions, each responsible for a specific class of products. All products 
are closely related in their basic nature, but are distinctive in their end use. 
Each division has its own laboratory for the conduct of applied research and 
development concerned with its particular field of endeavor. The corporation 
itself operates a general purpose laboratory concerned with research on a much 
broader base in support of all of the division programs as a whole. Similarly, 
each of the Navy bureaus and the Marine Corps have been assigned a precise 
segment of the Navy’s total operational mission and is held responsible for its 
effective conduct including the conduct of research and development projects 
to satisfy the particular requirements of its functional task. The Office of Naval 
Research conducts the broad supporting research for the Navy as a whole and 
provides the link which ties the various functional programs together. 

Control of the navywide program, using the term not in its restrictive sense but 
rather in the sense of guidance toward known objectives, is vested in the Assistant 
Secretary of the Navy (Air). The Assistant Secretary of the Navy (Air) is aided 
in carrying out this responsibility by the Chief of Naval Operations who estab- 
lishes the military requirements or desired end objectives of the program and 
who reviews the progress of the program toward accomplishing such objectives. 
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The Assistant Secretary of the Navy (Air) is also aided by the Chief of Naval 
Kesearch who has the responsibility for the technical coordination of the Navy's 
entire research and development program. Or in other terms it is the responsi- 
bility of the Chief of Naval Research to insure that the research and development 
conducted is scientifically and technically feasible, economically practical, and is 
headed toward ultimate attainment of the basic military objectives in the shortest 
time practicable within the bounds of the available funds, facilities, and manpower 

The funds requested under this appropriation are the result of an estimating 
process that is a mixture of the exact and of the best estimate possible. Research 
and development basically is an investigation into the unknown and as such 
does not lend itself to the exact cost estimating processes common to procure- 
ment and other hardware appropriations. In general, there is almost no limit 
to the amount of funds that could be expended profitably on research and devel- 
opment. With the application of more money, manpower, and facilities to 
research and development, the return on the investment measured in terms of 
attainment of the desired results and time elapsed would increase. However, it 
is equally sure that the cost of achieving such results would also increase greatly. 
Consequently, in establishing the budget for this program, it is first necessary to 
determine the military problems that require solution, the time available as 
limited by military necessity, and the research and development work necessary 
to meet such requirements. Then the projects must be priced by means of con- 
tractors’ estimates in some cases, estimates of costs prepared by the Navy labora- 
tories in others, and in some by merely indicating in terms of dollars the level of 
effort that is reasonable within the exigencies of the military objective to be met. 
The total costs arrived at in this manner, then under normal conditions must be 
reviewed, reworked, and reduced in cost and scope to be brought into balance 
with the other programs of the Navy and the limitations of the national economy. 
The funds requested under this appropriation have been subjected to this process 
and will provide the most research and development work in the most critical 
areas of military necessity within the limitations of the funds that can be used 
for this purpose. 

This appropriation provides for the cost of the research and development 
program conducted by the eight bureaus and offices of the Navy and the Marine 
Corps. It supports research and development carried on at naval and Depart- 
ment of Defense laboratories, other Government laboratories and provides for a 
contractual program at industrial and commercial laboratories, with universities, 
and with nonprofit laboratories and institutions, the object being to obtain the 
best possible research and development results in an economical manner. 

The estimates for fiscal year 1957 include an additional $43 million for the 
continuation of the Lamp Light-Killian program. This program involving both 
new projects and increased emphasis on existing projects was financed in the 
fiscal year 1956 by a reprograming of $27.5 million of regularly appropriated 
funds and with $22.3 million transferred from the emergency fund of the Sec- 
retary of Defense. 

While it is not possible to determine at the time budgets are prepared, the 
amounts that will be carried forward into succeeding fiscal years, it is known that 
two major conditions leading to the carrying forward of unobligated balances 
will exist. 

(a) The existence on June 30 of each year of an unknown number of ap- 
proved research and development projeets for which contract negotiations 
will not be fully consummated. Past experience has proven that in many 
cases the best interests of the Government will be served by extending the 
negotiations and ignoring the fiscal year ending date. The ability to do this 
represents one of the primary advantages to the Government of the ‘‘no 
year’ type appropriation. 

(6) A large portion of the research and development funds of the Navy 
are distributed throughout the entire Navy field research and development 
establishment in the form of individual allotments. Each such allotment 
represents an absolute maximum and may not be exceeded. Consequently, 
each such allotment will have as a safety factor, a balance of funds remaining 
the total of which is unknown but can be estimated on the basis of past 
experience. 

Only $1.4 million was carried forward into the fiscal year 1955 since this was 
the first year the Navy’s research and development program was funded under a 
‘no year’ appropriation. However, $40.4 million of unobligated fiscal year 
1955 funds was carried forward in fiscal year 1956. It is anticipated that under 
the same circumstances approximately $30.1 million of fiscal year 1956 funds 
will be carried forward in fiscal year 1957 and $37.1 million of fiseal year 1957 
funds will be carried forward into fiscal year 1958. 
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Summary of obligational authority by budget activity 


Increase (+) 
or decrease 


| Fiscal year | Fiscal year | Fiscal year (—-), differ- 


. i ence fiscal 
Budget aetivity | 1955, obliga- | ace bay 1957, esti year 1957 


compared 
with fiscal 
year 1956 


Naval research : $54,074,114 | $70,877, 984 ; —$14, 813, 984 
| Aviation 187, 491,600 | 177, 760, 226 +3, 903, 774 
67, 988, 300 79, 945, 654 +6, 614, 346 
SD ow ae 114, 407, 800 127, 511, 519 +10, 919, 481 
Medicine... ...._.--- 7 4, 266, 200 | , 296, 
Civil engineering _--- 3, 158, 200 3, 132, 252 
Supply suunindaeleksaaeavnigeied 679. 200 798, 697 
| Naval personnel ‘ 437, 200 529, 424 
| Marine Corps : 1, 940, 000 4, 830, 711 


SBS ok Wow 


Obligational authority | 434, 442,614 | 469,683,000 | 477,000,000 | © +7,317, 000 
Less: Obligations to be incurred in sub- | 
sequent years | 40, 384, 645 30, 067, 645 37, 067, 645 +-7, 000, 000 


Obligations against current-year | 
439, 615,355 | 439, 932, 355 +317, 000 


| 56 40, 384, 645 30, 067, 645 —10, 317, 000 





Total obligations payable from | 
appropriated funds-_......-- .---| 1395, 414, 663 | 480,000,000 | 470,000,000 —10, 000, 000 





1 Includes net comparative transfers of —$5,969,275. 
TOTAL BUDGET REQUEST 


Mr. Anprews. What is the total budget request before the com- 
mittee at this time for “‘Research and development, Navy’’? 

Admiral Bennett. For the Navy as a whole $477 million, sir. 

Mr. Anprews. What amount did you first request from the 
Secretary of Defense or from the Secretary of the Navy for this 
activity, ‘“Research and development, Navy’’? 

Admiral Bennett. It was approximately the same level. 

Mr. Anprews. Admiral Smith? 

Admiral Smiru. $436 million was the first request of the Secretary 
of the Navy, or the Office of the Comptroller actually. 

Mr. Anprews. And that was increased? 

Admiral Smirx. Through various steps, sir. 

Mr. Anprews. Mr. Wigglesworth, questions on the green sheets? 

Mr. WicGLEeswortu. I understand the requested appropriation is 
$477 million as compared with roughly $432 million in the current 
fiscal year and roughly $420 million in fiscal 1955, showing an increase 
of $45 million as compared with the current year? 

Admiral Bennet. Yes, sir. 

Mr. Wiceteswortnu. If we would look at availability, I under- 
stand that if this request is approved you will have $803.7 million as 
compared with $776.7 million m the current year and $762.1 million 
in 1955, an increase of about $27 million as compared with the current 
fiscal year. 

In terms of expenditure you give us a figure of $450 million for 
fiscal 1957, the identical figure which you estimate for the current 
fiscal year. 

On that basis you anticipate at the moment that at the end of 
fiscal 1957 you will have an unobligated balance to carry forward in 
fiscal 1958 amounting to $37,067,645. Those figures are correct; 
are they not? 

Mr. Epwarps. Yes, sir. 
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Mr. WiacLeswortn. I believe the chairman asked you to furnish 
a breakdown of the last figure, $37,067,645. Is that correct, Mr. 
Chairman? 

Mr. ANDREWS. Yes, sir. 

Mr. WiecLesworTH. That is all I have Mr. Chairman. 

Mr. ANprews. Mr. Ostertag? 

Mr. OsrertaG. | have no questions. 

Admiral Bennett. I think it perhaps might be clearer for the 
committee if I added one remark when this question of the amounts 
we started with and the amounts we finally came up with are inserted. 

Mr. Anprews. We will be glad to hear that. 

Admiral Bennett. Historic ‘ally you would find that it was during 
the period between the mechanical process of starting the budget 
which resulted in the figure mentioned by Admiral Smith—— 

Mr. ANDREws. $436 million? 

Admiral Bennett. Yes—and the later figure, that the “Lamp Light’”’ 
report, among other things, was under consideration in the Depart- 
ment of the Navy. A considerable part, at least, of this change would 
be due to the imple mentation of “Lamp Light” and its related func- 
tions, sir. 

In other words, sir, it is nothing very mysterious. 

Mr. Situ. It is interesting t o note that the $436 million figure was 
as of July 18, 1955, which is well over 6 months ago, and the increases 
took place as we made certain breakthroughs and got new information 
and new approvals from July on through to the 1st of January. 

Mr. AnpreEws. I imagine this budget was finalized in December? 

Mr. SmirH. That is correct. 

Mr. Anprews. That is when the $477 million figure was placed 
in here. 

Mr. OstertaG. But you are getting all you asked for, and so far as 
these total figures are concerned they will meet your requirements for 
this next year? 

Admiral Bennett. As far as we can now determine, sir. 

Mr. Suira. Subject to my warning about the possible supplementals. 

Mr. Ostertac. I am talking about the next fiscal year. 

Mr. Suiru. I am talking about supplementals to this budget. 

Mr. Wiaciesworts. Off the record. 

(Discussion held off the record.) 


NAvAL RESEARCH 
BupGet Activity No. 1—Naval research 


| | Increase (+) 
or de- 
| | crease (—), 
Project 1955 actual | 1956 estimate | 1957 estimate; difference, 
1957 com- 
| pared with 
rene ene 
} 


Aireraft and related equipment 2, 266,300 | 1, 871, 000 
Guided missiles and related equipment , 223, 620, 000 
Ships and small craft and related 
equipment. . | 3, ‘ 3, 704, on | 
Combat and support vehicles and | 
related equipmient 
1E | Artillery and other weapons ry 
: related equipment 7 wesc ekncaeradkl | Sere eeadeee 
1F | Ammunition and related equipment. 266, 600 400, 000 | 375, 000 —25, 000 
1G | Other equipment._____- ..| 12,944, 485 11,998,500 | 12, 537,000 +538, 500 
1H | Military sciences ba , : _%, 969, 332 52, 2564, 484 | | 36, 935, 000 — 15, 349, 484 


, 891, 000 








Obligational authority ‘A 54, 074, 114 70, 877, 984 | 56, 064, 000 —14, 813, 984 
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Mr. Anprews. Now we will take up activity No. 1. Would you 
first, Admiral, state to the committee the relationship between the 
various projects in this activity and of similar projects of the Bureaus? 

Admiral Bennett. I would be glad to, sir. 

Mr. AnpDREws. You mentioned a new program. 

Admiral BENNETT. Projects in activity 1 in the Office of Naval 
Research can be defined in general terms as being basic research. 

It is extremely difficult to draw the dividing line between research 
and development. We make every effort to stay out of the hard- 
ware field, the production of operational equipment for actual use of 
the military. As a result of many years of coordination of research, 
which you remember was in the basic enabling act, I believe that the 
record in detail, if examined, would be pretty clean as to a lack of 
duplication between our efforts in the Office of Naval Research and 
those of the other bureaus and offices. 

Mr. ANDREws. Do you have a general statement you would like 
to make in connection with this budget activity No. 1? Your total 
request for this activity is $56,064,000 for 1957. 

Mr. Epwarps. That is correct, sir. 

Mr. Anprews. A reduction of $14,813,984 below the 1956 appro- 
priation of $70,877,984, and your appropriation for 1955 for this 
activity was $54,074,114? 

Mr. Epwarps. That is correct, sir. 

Mr. ANpDREws. All right, Admiral. Do you have a general state- 
ment in connection with this activity 1? 

Admiral Bennett. I think perhaps, Mr. Chairman, the simplest 
way to cover this would be to take as much as 20 or 25 minutes in 
discussing some of the things that have come from the previous 
programs and some of the things that we anticipate coming from 
this program. 

If you wish, sir, I will proceed along that line. 

Mr. ANDREws. Streamline it for us as best you can. 

Admiral Bennett. All right, sir. 

First, in general, this program is a continuation of the basic research 
efforts of the Office of Naval Research. As such, as I am sure the 
committee will realize, there are many projects to start and many 
projects to stop, there are many projects that we cannot finance, 
some we should not finance, and some we would like to finance. 

As examples of things which come out of these items—and remem- 
ber, sir, it is difficult to talk about many basic research projeets in 
terms that would be intelligible even to me since we have no specific 
military objectives to talk about in terms of the future. For example, 
out of our requirement for the observation of fallout from the develop- 
ment of atomic weapons, there is a requirement for measuring winds 
at high altitude. 

(Discussion held off the record.) 

Admiral Bennetr. Now we ceme to Antarctic geography. As you 
doubtless know, Mr. Chairman, we have some geographic projects in 
naval research. Under a contract with us the Office of Geography, 
Department of the Interior, has mapped 1,400 miles of Antarctic 
coastline never before drawn in detail. This was accomplished by a 
new technique for using aerial photographs which previously had been 
considered useless for mapping purposes. The coastline was first 
sighted by the American, Charles Wilkes, in 1839, but many of his 
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claims of discovery have been contested by other nations, particularly 
because his locations and descriptions could not be substantiated. 
The present delineation has verified many of Wilkes’ landmarks and 
has made it possible to obtain international acceptance of American 
names for about 100 prominent geographic features. 

This enhances the basis for American interests in the Antarctic. 
The clearly delineated charts will save thousands of man-hours during 
operation Deep Freeze and in the preparation of reports of the IGY. 

Off the record. 

(Discussion held off the record.) 

Admiral Benner. We are attempting to provide realism in train- 
ing exercises in the use of atomic weapons by the use of simulation 
devices. This is an obvious area of military investigation. 

Off the record. 

(Discussion held off the record.) 

Admiral Bennett. A good many years ago the Office of Naval 
Research learned that engineers could not use the results of the 
psychologists work because, in the terms of Briggs’ cartoon series of 
many years ago, “They don’t speak the same language.’ 

In consequence, the Office of Naval Research had a project at Tufts 
where there was ‘attempted the production of a volume translating 
the interesting results of the psychologists into terms engineers could 
understand. This was only partially successful. 

As the next step under ONR’s general direction, the project was 
farmed out to a group at the Navy Electronics Laboratory in San 
Diego. They produced: what was called The Human Engineering 
Guide for Equipment Designers. We modestly had a few hundred 
copies printed, and it immediately became such a best seller in industry 
that the Government could not afford to give them away. 

Consequently an arrangement was made with the University of 
California press, a nonprofit institution, to publish this book, and to 
publish it promptly because we wanted to get it in the hands of the 
industries’ engineers. The price was set at $3. 

I would be glad to have you look at this book. One might suppose 
only a few would be demanded for libraries, but firms like General 
Electric have ordered as many as 100 copies and over 20,000 copies 
have been sold. 

This book is not entirely up to date as of now. It does not cover 
the demands of all of the three services. The Navy was designated 
to produce the next book which is now about 40 percent finished. It 
will translate the psychologists’ theoretical and practical work into 
engineering terms and become a handbook for all three services 

Last year, my predecessor, Admiral Furth, reported to you on the 
progress in the long range program for improving aircraft instru- 
mentation. 

I have a picture here which is pretty much a standard cockpit 
installation. 

This version, the interim panel, as modified, has been installed in 
the TV-2 training plane and has had extensive tests. These are 
scheduled for installation in production aircraft and we need to make 
final tests before coming to the ultimate decision on that. This is an 
improvement over existing panels. 

The committee will also remember some information on the flat 
plate television tube. One version of this flat plate tube is shown in 
this cockpit configuration, and this is a still further simplified cockpit 
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installation which is to be installed in a T—2—V new trainer. We hope 
to conduct flight tests before the end of the calendar year. 

The ultimate installation which we are shooting for, and which, of 
course, we do not have even planned for installation at the moment, 
is the simplified one which you see here. 

One never knows what will come out of research. We had a very 
basic investigation which was at the University of Michigan into the 
crystalline structures of material. 

In connection with this we made some studies of diamonds, and | 
amsure it would be news to most of the committee that a diamond is 
harder on one side than on the other. 

We have taken advantage of this fact because the diamond in 
mobilization is an important tool. Tests performed in cooperation 
with the Bureau of Mines have confirmed the prediction of improved 
performance of tools and diamond drill bits used in underground-rock 
drilling and other purposes. Several major industrial companies show 
40-percent increase in the useful life of these tools. 

Off the record. 

(Discussion held off the record.) 

Admiral Bennett. That covers my discussion, Mr. Chairman. 

Mr. Anprews. It has been most interesting, Admiral. 


Monpay, Marca 19, 1956. 


APPROPRIATIONS 1956 AND ESTIMATES 1957 


Mr. SuHepparp. At the close of the session of the committee on 
Friday, we were discussing budget activity No. 1. Admiral Bennett, 
I wish you would take up each project reflected on page 11 of the 
justifications and give me the relationship between the funds re- 
quested for fiscal years 1956 and 1957. Then I have a series of ques- 
tions I want specifically answered in a chronological order, and I will 
ask you to relate your answer to the specific question and then we will 
pick up the next one. 

Admiral Bennett. You are speaking now of the changes? 

Mr. SuHepparp. That is correct. 

Admiral Bennett. The first project ‘Aircraft and related equip- 
ment,” shows a total increase of $20,000, which reflects a small increase 
in aircraft component development. 

In 1B, “Guided missiles and related equipment,” the net decrease 
is $87,000. This is almost wholly contained in the rocket dynamics 
program. 

The next project, ‘Ships and small craft and related equipment,” 
is up $89,000. The increase has principally to do with the question 
of the use of modern submarines, submarine habitability, and so forth; 
also in digital methods for handling the data. There is a correspond- 
ing decrease in the area of our radar field of investigation, which results 
in a net decrease of $89,000. 

Mr. Suepparp. The next one is a rather heavy item of $538,500, 
and I wish you would be a little definitive in that case. 

Admiral Bennett. I will first go over the areas of decrease— 
“Shipboard fire-control trainers and amphibious-weapon trainers,” 
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“Radar trainers, antisubmarine group tactical trainers.”’ 
P area of increase is in ‘‘Aviation warfare tactical trainers.” 
Mr. WiaeLeswortu. How much? 

; Admiral Bennett. The total for the last item is $1,024,000 partially 
NM offset by the decreases I mentioned for a net total increase in the 
4 project of $538,500. 

In “Military sciences,” the change shows as a decrease of $15.3 
million. Actually this large decrease is due to the transfer of addi- 
tional funds in fiscal year 1956 for project “Vanguard.”’ 

Mr. SHepparp. Now relating to the project you have just responded 
to, I would like to have the program compared between 1956 and 1957. 

Admiral Bennetr. The requirements for fiscal 1956 reflect the 
initial emphasis which was placed on the ‘‘Lamp Light and Killian 
program” to get the show on the road, showing in the category of 
new Obligational authority a total of $70,877,984. In 1957 we are 
asking for $56 million to continue the program. 

The continuing areas are at substantially the same level. 


The big 





PROGRESS OF PROGRAMS 





Mr. SHEPPARD. What progress have you made in your various 
4 programs? 
Admiral Bennett. I believe I spoke at considerable length to that 
on Friday, but I think it might be very well to highlight it, if you 
would like. 

Mr. SuHepparD. Take about three of the major issues involved and 
give us their status and clarify them in generalities. 

Admiral Bennett. I believe one outstanding thing to be men- 
tioned is in the field of instrumentation for aircraft, which will cul- 
minate in a project called Capsule. This project will result in a much 
simplified escape installation for the pilots. It is hoped that it can 
be built to incorporate much of the expensive electronics equipment 
so that, in getting the pilot out of the disabled aircraft at supersonic 
speeds, we can shoot out the whole capsule—the pilot and the most 
expensive equipment. And, incidentally, this capsule becomes a 
fairly decent water-borne vehicle, so that the pilot need not suffer if 
he plummets into the ocean. 

(Discussion off the record.) 

Mr. SHepparpD. Insofar as the various programs pertain to the 
total, do you consider we are coming along as reasonably successfully 
as could be logically expected? 

Admiral Bennert. Absolutely, sir. 

Mr. SHepparp. Give me the total cost of the program through 
fiscal year 1956 and that remaining after the requests for fiscal 1957. 

Admiral Benner. I do not know that we have such a figure. 
Remember, this particular activity is a continuing program and | 
doubt if it would be practical or meaningful to try to extend it in its 
many, Many parts over many years, with projects coming in and going 
out. 1 doubt if such figures could be compiled that would be worth- 
while in this particular area. 





















ITEMS DISCONTINUED OR TO BE DISCONTINUED 





Mr. Suepparp. All right, I wish you would comment on any items 
which you have cut off or discontinued completely. 
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Admiral Bennett. Some of the items which are cut off or will be 
cut off by fiscal 1957 would include largely gun projects. I might 
mention the 3-inch 70, the 5-inch 54 projectile, the 30 mm. machinegun 
and, in addition, 1 or 2 of the helicopter design studies. 

The preliminary studies of guided-missile ships, as such, have been 
shifted over to Naval Operations; and, in the area of transfer of 
responsibility, some of the tubework, such as highpower klystrons has 
been shifted to the Bureau of Ships. 


WORK DONE BY GOVERNMENT AND BY CONTRACT 


Mr. Suepparp. In relation to the total work involved, that is, the 
requirements of the programs involved, how much of the work is to 
be done by contract and how much is to be done by the Government, 
approximately? 

Mr. Epwarps. It is estimated that in fiscal 1957 approximately 
$197 million will be spent in naval and other Government laboratories 
and $272 million will be spent in industrial establishments and uni- 
versities in the form of contracts. 

Mr. Suepparp. Will you give me the breakdown of just the activi- 
ties reflected here, because I think your response was to the total 
program; was it not? 

Mr. Epwarps. Yes;it was. In the same year, fiscal 1957, approxi- 
mately $20 million will be spent in naval and other Government 
facilities, and approximately $36 million will be spent under contract 
with universities and industrial and commercial establishments. 

Mr. SHepparp. My next question is the effect of the project on 
equipment now in use by the Naval Establishment or in production. 

Admiral Bennett. This activity, of course, supports a diversity 
of projects and equipments which are to go into production. One 
outstanding item that might be mentioned at this time is the transfer 
of hydrofoil work to the Bureau of Ships. A minor effort in hydrofoil 
supports for large seaplanes is still going on. The hydrofoil research 
has now been terminated and has gone over to the Bureau of Ships 
to become a production prototype item. 

(Discussion off the record.) 


ANTICIPATED EXPENDITURES 


Mr. Suepparp. What are your anticipated expenditures for fiscal 
1956 and the total for 1957? 

Mr. Epwarps. The anticipated expenditures for 1956 are $61,937, 
000; the estimated expenditures for 1957 are $60,280,000. 


TRAINING AIDS 


Mr. Suepparp. What actions are being taken at this time by the 
Office of Naval Research in the field of training aids that would 
result in less cost of the men training by the use of recoverable training 
aids, especially in the guided-missile field? 

Admiral Bennett. Nothing at all. I think as the business of train- 
ing with guided missiles gets better that simulators which simulate 
operations of the control apparatus and the preparation of the missile 
for launching can -be constructed, and, of course, as with all training 
aids, can be reused time after time. It is not necessary to fire guided 
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missiles themselves in this type of training. The necessity for firing 
guided missiles and in limited quantity—very limited quantity—is to 
prove the reliability of the missile and to prove the characteristics, 
after storage, of the shelf life of the missile. So that, fortunately, we 
do not have to face the problem of having large quantities of missiles 
themselves—and they are very expensive—used in training. 

(Discussion off record.) 

Mr. SHepparpb. Has research and development conceived and de- 
veloped any aid in the field of guided missiles which would reduce the 
training cost so far as you know it now? 

Admiral Bennett. We have simulators for everything except the 
missiles. 

Mr. SHepparp. Has ONR ever evaluated the facility requirements 
under the guided-missile program, if you know; if so, to what degree? 

Admiral Benner. I do not know. That would not be in the 
Office of Naval Research. 

Mr. SHepparp. Has ONR examined the possibility of savings from 
the firing of training missiles, rather than prototype missiles? 

Admiral BENNeET?r. This would result in no saving, since the training 
missile would have to duplicate the performance of the regular missile. 

Mr. SuHepparpb. Are there any questions relative to budget activity 
No. 1? 


PROJECT VANGUARD 


Mr. Wicciesworta. I did not quite understand what you said 
about pulling the overall figure down from $70.8 million to $50 million. 


You said it was largely a result of some transfer action, as 1 under- 
stood it. 

Mr. Epwarps. In 1956 the funds to start the project Vanguard were 
transferred to the Office of Naval Research by the Secretary of Defense 
out of emergency funds of the Secretary of Defense. There is no 
similar transfer provision for Vanguard in the 1957 budget. So, if 
you eliminate the $15.5 million, you have a comparable figure between 
1956 and 1957 for the level of activity of the Office of Naval Research. 

Mr. WicciEeswortH. Do you anticipate there will be a further 
transfer for this purpose in 1957? 

Mr. Epwarps. Some time in the near future the decision concern- 
ing Vanguard will reach the point where we will know how much it 
will take to finish the project, or to run the project in 1957. At that 
time, we will start the process of determining where funds are to come 
from. 

Mr. Wiec.eswortH. But the figure submitted here really has no 
value for comparative purposes in the absence of that decision? 

Mr. Epwarps. They are valuable for comparative purposes if you 
take out the $15.5 million in 1956. They are not comparable between 
1956 and 1957 for the project Vanguard. For all ote parts of the 
program represented by the balance of funds, they are comparable. 

Mr. WiaeteswortnH. But the overall figure really has yet to be 
determined for 1957. 

Mr. Epwarps. The final figures will have to be determined for 
1957; yes, sir. 

Mr. SHepparp. I wish you would submit to the clerk and the com- 
mittee—not for the record—a list of projects you plan to have under 
study in fiscal year 1957. 
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Mr. Epwarps. We have such a list; however, it is a classified list. 
We will be glad to turn it over to the committee. 
Admiral Bennett. Since he has not had an opportunity to testify, 
I would like to introduce to the committee Dr. T. J. Killian, Deputy 
Chief and Chief Scientist, Office of Naval Research. 


AVIATION 


Budget activity No. 2—Aviation 


Project 


Aircraft and related equipment 
Guided missiles and related equipment 
Ships and small craft and related equip- 


Combat and support vehicles and 
related equipment 

Artillery and other weapons and related 
equipment 

Ammunition and related equipment. .-- 


Other equipment-........_. al a cep caneine, | 


Military sciences 


Obligational authority 


$130, 741, 916 | 


34, 494, 424 


1956 estimate 


$133, 113, 976 


’ ’ 


6, 556, 000 
0 
0 


0 
4, 229, 600 
3, 370, 150 


177, 760, 226 


1957 estimate 


Increase (+) 
or de- 
crease (—), 
difference 
1957 com- 
pared with 
1956 


+$2, 741, 024 
+307, 500 


0 


0 
0 
+223, 400 
+457, 850 


+3, 903, 774 








Mr. SHepparD. Pick up budget activity No. 2 reflected on page 13 
of the justifications. 

I find reflected in the above table that the appropriation for 1955 
is $187,491,600; that the estimate for 1956 was $177,760,226, and in 
1957 the estimate is reflected as being $181,664,000. This reflects a 
plus of $3,903,774. Is that correct? 

Admiral Scporcu. That is correct. 

Mr. Suepparp. I presume, Admiral, you have a general statement. 

Admiral Scuorcu. Yes, sir. 

Mr. SHepparD. We will incorporate that in the record. 


GENERAL STATEMENT 


Admiral Scnorcn. Mr. Chairman and gentlemen, I am Rear 
Admiral Schoech, Assistant Chief of Bureau of Aeronautics for Re- 
search and Development. It is the purpose of this statement to 
give you a general picture of what we in the Bureau of Aeronautics 
are doing in research and development to enhance our capabilities 
in the field of naval aviation. 

Our military striking power is dependent to a great degree on the 
efficient and alert operations of our naval aviation forces. To insure 
this efficiency, naval aviation research and development efforts are 
continuously pointed toward the prototyping and testing of more 
advanced aircraft, missiles, and launching and recovery equipment. 
Associated components such as fire-control systems, electronic aids, 
and airborne safety and personnel equipment round out the weapons 
arsenal. As you know, carrier-based aircraft must fly as high and as 
fast as their land-based counterparts. They also must have built 
into them the additional strengths and design considerations neces- 
sary for operations from an airstrip at sea. They must be able to 
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carry all modern weapons. Simultaneous takeoffs and landings on 
angled-deck carriers, faster aircraft, and better safety equipment all 
point toward improved carrier operations. Water-borne and land- 
based mining and reconnaissance aircraft and jet vertical takeoff 
aircraft, also impose unique design and development problems. The 
goal of our naval aviation research and development is to contribute 
to these concepts and equipments which will help us keep control of 
the seas. As you can well imagine, the problems in these fields are 
numerous and great. But the challenges are being met only through 
the most dynamic and far-sighted research and development program 
we can plan and support. Our program is designed to insure that 
United States naval aviation remains unexcelled in the world. 

Our primary concern, naturally, are aircraft and missiles. In addi- 
tion to carrier types, a major objective in our aircraft program is the 
development of the means to execute the aerial mining mission. 
Aircraft minelayers must have high speed at low altitudes, good 
maneuverability, long range and high load capacity. The XP6M, 
a four jet, swept-wing seaplane was developed for this purpose and 
although the first experimental model crashed rather early in the test 
program, its performance was very promising and development is 
proceeding. The second flight article is expected to be flying soon. 

Under development in the fighter category is the XF8U day fighter 
which is an airplane of superior performance; another is a fighter 
which has a high thrust engine to improve altitude capabilities. We 
are also developing improved all-weather carrier-based air early 
warning capabilities to provide early warning intelligence at a greater 
distance from a carrier task force than presently possible. 

The funding schedule as submitted provides for the continued 
development of a large cargo unloader helicopter. We also plan to 
initiate the development of two new helicopter projects. 

To assist our fleet in protecting itself, and in carrying out assigned 
missions, the Bureau of Aeronautics is vigorously pushing the develop- 
ment of its guided missiles. The missiles are of the following types: 
Air-to-air, air-to-surface, and surface-to-surface. The mission of the 
family of air-to-air Sparrow missiles is to intercept and destroy high- 
performance aircraft. The state of the art of guided missiles is stead- 
ily advancing and we are endeavoring to take advantage of this. I am 
prepared to give you the status of each of our missiles if you so desire 
when we reach the missile area in the detailed justifications. 

The faster and heavier carrier-based aircraft being delivered to the 
fleet demand constant attention to new developments in the field of 
catapults and arresting gear. Such equipments are being installed 
on our carriers, and concurrently new catapults and arresting gear are 
being developed to be compatible with future carrier-based aircraft. 

Superior power plants, engine accessories, fuels, and lubricants are 
also needed for new aircraft. Greater speeds and higher altitudes 
versus practical limitations on size, weight and fuel consumption 
present difficult design problems requiring sound and continuous 
research and development. One major new project in this area is an 
engine of considerably more thrust than presently available. 

Electronic developments include such items as air intercept and 
fire control radar, electronic countermeasures, reliable data communi- 
cations systems, antisubmarine warfare equipment, navigational 
systems, and electrical components. Of particular importance are the 
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antisubmarine warfare detection and the automatic navigation 
projects. 

Research and development in the field of flight safety equipment for 
pilots and crewmen is a high priority and a continuing requirement as 
other phases of aviation advance. Improved liferafts, helmets, 
pressure suits, parachutes, and oxygen equipment are but a few of 
those items under vigorous development. Advanced flight instru- 
mentation to satisfy the requirements imposed by high performance 
and vertical rising aircraft and helicopters is an ever-existing problem 
and is continually being pursued. 

Our fiscal year 1957 research and development request of 
$181,664,009 is essential to support the requirements of naval aviation, 
and is in proper balance with other aviation programs. With these 
funds and with the help of industry we strive to meet tomorrow’s 
fleet requirements by making available for volume production the 
most modern and advanced weapons possible. 


APPROPRIATIONS, 1956 AND ESTIMATES, 1957 


Mr. SuepparD. I wish you would take each of the projects set 
forth in this activity and give the committee a brief statement includ- 
ing the relationship between the funds required for fiscal years 1956 
and 1957. 

Admiral Scuorcu. Under budget activity 2A, the Bureau of Aero- 
nautics budget estimate for 1957 in ‘‘Aircraft and related equipment”’ 
is $2,741,024 more than for fiscal year 1956. This increase results 
principally from funding requirements for several new aircraft projects. 
The increase is partially offset by completion of some projects and 
reduction of funds for other projects during their final stages. 

Other increases and decreases in smaller amounts account for the 
remaining difference. 

(Discussion off the record.y 

Admiral Scuorcn. In budget activity 2B, ‘Guided missiles and 
related equipment,”’ in the fiscal year 1957 research and development 
program the allocation for guided missiles and related equipment is 
$307,500 more than for fiscal year 1956. Improvements in launching 
guidance systems and the initiation of two new projects account for 
the net increase in that area 

(Discussion off the record.) 

Admiral Scuorcu. In budget activity 2C, “Ships and small craft 
and related equipment,” the steam catapult and slotted cylinder 
catapult have passed through their development stage and require no 
funding in fiscal 1957. Advances in new catapults and specifically 
the further development of propulsion systems for catapults and cata- 
pult component developments have resulted in a net increase of 
$174,000 additional. 

Mr. Suepparp. Is this where you are going from steam to a new 
propellant for the power factor? 

Admiral ScHorcu. Yes; it is a new system. 

(Discussion off the record.) 

Admiral Scuorcu. In the next budget activity 2G, “Other equip- 
ment,” land-based mobile aircraft arresting gear, a parachute develop- 
ment project, and the land-based catapult account for a net increase 
of $223,400. 

(Discussion off the record.) 
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Admiral Scuorcn. In budget activity 2H, ‘‘Military sciences,’’ the 
increase of funding in this category is due to the increased emphasis 
in the development of new materials, further development and test 
of electronic systems and components, and aerology equipment. 

(Discussion off the record.) 

Me. SuHepparp. Now I have a series of interrogations that are more 
or less stereotyped on these projects. You have pretty literally 
answered the first three of them; so I will address myself to the fourth. 


FUND AVAILABILITY AND COSTS OF PROGRAM 


What is the total cost of the program for 1956 and what is remaining 
in the request for 1957? 

Admiral Scuorcn. On the 30th of June, we had a carryover from 
fiscal 1955 funds of $23,615,000. We received for 1956 new authoriza- 
tion amounting to $177,760,000, for a total of $201,375,000. 

We had obligated thr ough January 31 of this year $93,126,000. We 
estimate that between now and June 30 of this year we will have 
obligated $93,322,000 additional, for a total obligation for this fiscal 
year of $186,448,000. That will leave a carryover of $14,927,000 into 
fiscal year 1957. 

Mr. SHepparD. Frequently members of this committee are asked 
by our colleagues relative to these carryovers. So relative to the first 
sarryover to which you referred of $23,615,000, what was the reason 
which created the carryover of that amount of money; because, when 
you say “carryover” I[ interpret from that that it was unobligated 
and uncommitted. Am I right or am I wrong in my assumption? 

Admiral Scuorcn. It was, as you say, unobligated. However, it 
was not uncommitted. You, of course, are familiar with the distinction 
between the two terms. 

Mr. SuHepparD. Yes; I have had a very liberal education in the 
last 10 days on that particular application of the phrase. 

Admiral Scoorcu. Mr. Chairman, the time phasing of our con- 
tracting processes necessitates carryover balances. Over a period of 
years we have not been able to obligate the total availability although 
we do commit all of our funds. The fiscal year 1956 and 1957 carryover 
reflected here are considered to be the normal level. 

I might mention that we estimate a carryover at the end of this 
June of $14,927,000. 

With regard to our expenditures, through January 31 of this year 
we expended $94,954,000. Our estimated expenditures for the 
balance of this fiscal year are $84,220,000, for a total expenditure 
during this fiscal year of $179,174,000. Our estimated expenditures 
for fiscal year 1957 are $174,857,000. 

Mr. SHepparD. From your answers, I get the expenditures 
fairly clearly; but I do not think I do as to the actual total cost of the 
program for fiscal year 1956. Perhaps you supplied that and I 
missed it. 

Admiral Scnorcn. We had a carryover of $23,615,000 starting 
fiscal year 1956 and we received new authorization for 1956 of 
$177,760,000—for a total cost through 1956 of $201,375,000. 

Mr. Suepparp. Now I would like to have the same definite figure 
as against your 1957, contemplated. 
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Mr. Lewis. The corresponding figure for 1957 is $196,591,000. 
That is comprised of a carryover of $14,927,000 and the appropriation 
request before you of $181,664,000. 

Mr. SuHEepparD. Do you have any projection available in the 
material you have with you for reference purposes of the ultimate 
completion cost that we are projecting and presently working with? 
I know there is a lead time element involved; that is obvious, but pick 
up any specific series of projects you want and tell me what they are 
ultimately going to cost. 

You may provide that for the record when it comes down. 

Admiral Scuorcu. I will put that in the record. 

(The information requested is as follows:) 

Considering aircraft prototypes, the fiscal year 1957 program contains 18 air- 
craft, 6 of which are new. The research and development cost in fiscal year 1957 


is estimated at $37,869,000. The estimated cost to complete these projects in 
subsequent fiscal years is $163 million. 


PROJECTS COMPLETED OR DISCONTINUED 


Mr. SHepparp. Any items which you have cut off or discontinued, 
even temporarily, how many particular projects or items therein, not 
refined down to the most minute items, but in general what is the 
effect? How many have you discontinued temporarily or otherwise? 

Admiral Scuorcn. Mr. Chairman, we have discontinued several 
projects, either for reason of completion of the projects or because 
they did not show further promise. 

Mr. SHepparD. There has been no project cut off or discontinued 
because of reprograming or lack of funds to effectuate your original 
requirement procurementwise? 

Admiral Scuorcn. There has not, sir. On the record, Mr. Chair- 
man, I can give you an example of some projects we have completed, 
if you want. The HR-2S helicopter, for instance. 

Mr. SuHepparp. When the record comes down to you, if it is not 
too revealing, give us those cut off and if there have been any dis- 
continued temporarily you might indicate that. 

Admiral Scuorcn. Yes, sir. 

(The information requested is as follows:) 


Other significant research and development projects which have been com- 
pleted are the A4D-1 lightweight attack airplane and the steam catapult. 


CONTRACTING PROCEDURE 


Mr. SHepparD. How much of the work is to be done by contract 
and how much is to be done by the Government? 

Admiral Scnorcn. Sixty percent of our work will be done by 
private contractors. Forty percent will be done in Government 
facilities. 

Mr. SHepparD. Out of that 60 percent that is to be done by 
contractors, what percentage would be of the definitive type; meaning 
by that, you know exactly what you want and are issuing contracts 
on the specifications, and so forth, as against the total? 

Admiral Scnorcu. Mr. Chairman, I do not know that I can give 
you a specific figure because, as I mentioned a while ago, some of 
our projects are not definitive when we start them. 
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Mr. SHEPPARD. I know that. I was wondering if we could establish 
those, a reasonable part of the 60 percent that might be. 

Admiral Scnorcn. I think I can. 

Mr. SHEPPARD. We would appreciate it. 

Admiral Scnorcu. Some place between a total of 50 percent and 
55 percent can be called definitive. 

Mr. SuHepparp. For the sake of further development of the issue, 
let us take the arbitrary figure of 50 percent. What is your method 
of procurement under that category? What procedure do you go 
through in order to get your contractors to function and fabricate the 
requirements because you know what you want to that degree? 

Admiral Scuorcu. The first step in this series of steps is the receipt 
by the Chief of the Bureau of Aeronautics of an operational require- 
ment from the Chief of Naval Operations. That operational require 
ment is evaluated in my office to insure that it lies within the attain- 
able technological envelope. We write a preliminary specification 
around this requirement and submit it to qualified contractors who, 
in turn, submit proposals to the Chief of the Bureau of Aeronautics. 
This is a competition, Mr. Chairman. The Chief of the Bureau selects 
the winning proposal or proposals. We may try 2 or 3. We then 
write detailed specifications and award a contract to the winning 
contractor or contractors. 

Mr. SHEepparD. Just a moment. I am a bit confused on that type 
of operation, Admiral, for this reason. Strictly again, approaching 
it from the already defined requirement, why is the definitive aspect 
of it not handled at the inception when you go into the production 
field to acquire it, rather than the secondary category? 

Admiral Scuorcu. The Chief of Naval Operations is unable to go 
into the detail necessary to permit writing a contract or to permit 
us arriving at a definitive design for the project. Therefore, sir, he 
allows us some latitude. He tries to state his requirements in as 
general terms as possible. 

Mr. SHEepparD. When I asked my first question I was trying to 
address myself hypothetically to the fact that you need this water 
container. You know you want it to contain a quart, fabricated out 
of certain types of material and so on, and so forth. Then you are 
in a position to throw it out to the open field, if there is a competitive 
field, because you know exactly what you want. I am trying to 
avoid the unknown field as against the known and established field. 

Is your answer the same under those circumstances the way I have 
reconveyed my theme to you? 

Admiral Scuorcu. In the research and development field, Mr. 
Chairman, we cannot be completely definitive in the early stages of 
it. I missed your point. I am sorry. 

Mr. SHepparD. Perhaps I did not phrase it properly. Anyway, we 
understand the answer and the reasons. 

Admiral Scnorcu. The Chief of Naval Operations can state his 
performance requirements for our projects quite accurately. As to 
how we attain those performances, that is another matter, sir, and has 
to be arrived at as the project continues. 

Mr. SHepparp. Obviously, that would be in the experimenting 
field to a large degree, would it not? 

Admiral Scuorcu. That is correct, sir. 

_ Mr. Suepparp. When we apply the word “definitive”? we applied 
it, 1 in one concept and you in another, is that correct? 
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Admiral Scnoncn. That is correct. 

Mr. Suepparb. The effect of the project on equipment now in use 
by the Naval Establishment or in production, please? 

Admiral Scuorcu. Generally speaking, each of our new aircraft 
projects replaces an older weapon system. When the new one comes 
into service, the old one, generally speaking, goes out. 

Mr. Suepparp. In other words, it is a matter of refinement and 
modification in that field, is that correct? 

Admiral Scuorcu. That is correct, sir. 

Off the record. 

(Discussion off the record.) 

Mr. SHepparp. Will you submit for the committee a list of the 
projects you plan to have under study in the fiscal year 1957? 

Admiral Scuorcn. Yes, sir. 

(This data was furnished to the committee.) 


CARRYOVER OF FUNDS 


Mr. SHEPPARD. Questions upon this activity, Mr. Andrews? 

Mr. Anprews. Admiral, during 1956 you had a total of $201,375,000 
for this item consisting of the appropriation of $177,760,000 new 
appropriation for 1956, plus your carryover of $23,615,000. Now, if 
your budget request here of $181,664,000 is allowed in full, you expect 
to have $14,927,000 carryover at the end of this fiscal year, giving 
you a total for expenditure during fiscal 1957 of $191,591,000. 

Admiral Scuoxrcu. Yes, sir. 

Mr. ANpREws. Which will be $4,784,000 less than you had in fiscal 
1956. 

Admiral Scuorcu. That is correct, sir. 

Mr. AnprEws. Do you think that is enough money for you to go 
forward with all your projects in fiscal 1957? 


ADEQUACY OF APPROPRIATION REQUEST 


Admiral Scuorcu. Mr. Andrews, as a research and development 
man I would always want more money in the research and development 
area. However, I do believe that this program is in balance in the 
Navy and that all our urgent projects are funded. 

Mr. AnprEws. But financially speaking it is $4,784,000 less than 
you had in fiscal 1956? 

Admiral Scuorcu. That is correct, sir. 

Mr. ANprews. The request before this committee at this time is 
$181,664,000. How much did you originally ask for through the 
channels, the Secretary of the Navy, Secretary of Defense, and 
Budget Bureau, for this particular activity? 

Admiral Scuorcn. $208,527,000, Mr. Andrews. 

Mr. ANpDREws. $208,527,000? 

Admiral ScHorcn. Yes, sir. 

Mr. ANprReEws. And as against that original request you were 
allowed $181,664,000? 

Admiral Scuorcu. That is correct, sir. 

Mr. ANprews. What is the Navy doing, on or off the record, in 
connection with an atomic-powered aircraft, either alone or in con- 
junction with other services? 

Admiral Scuorcu. Off the record. 
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(Discussion off the record.) 

Mr. OstertaG. Admiral, I think it important to bring into focus 
the variations that might exist dollarwase within research and de- 
velopment. In response to Mr. Andrews I believe you pointed out 
that in this particular activity, namely, aviation, under research and 
development, you are short. about $27 million based on your original 
request. Is that correct? 

Admiral Scnorcu. That is correct, sir. 

Mr. Ostrertaa. ‘Research and development, Navy,’’ is receiving 
approximately, according to the justification, $41 million more than 
the Navy originally requested. While you are $27 million short in 
this activity, “Research and development, Navy” is now getting $41 
million more than they estimated they required in the first instance. 
Do you know that to be a fact? 

Admiral Scnorcu. Yes, sir. Perhaps I used the wrong word when 
I said we were short about $27 million. What I meant, sir, was that 
this budget request is about $27 million less than the original program 
presented by our Comptroller’s Office at the beginning of the budget 
cycle. However, that was a priced program, sir, which was realined 
by higher authority and I cannot say that any of our urgent projects 
are suffering. 

Mr. Osrzertag. In other words, you feel that this shift or these 
adjustments are proper ones within the figures that are now available? 

Admiral Scnoucu. I feel that they are proper, sir. 

Mr. Ostertag. The point I am trying to make is that the Navy, 
in fact, under research and development is receiving considerably 
more in this justification of the budget than cumeaie planned or 
requested because the figures amount to $41 million more than was 
originally set up for Navy research and development. Consequently, 
if aviation is receiving less, some other branch of research and develop- 
ment is receiving more. That is evident on the face of it. 

Now, there is a question of why that shift takes place within 
research and development. 

Admiral Scuorcu. Mr. Ostertag, I can speak only to the Bureau of 
Aeronautics part of the budget, and could I please refer this to Mr. 
Smith or Admiral Bennett? 

Mr. Ostertaac. Yes. I shall be glad to have Secretary Smith 
comment. 

Mr. SmirH. You mentioned a difference of $41 million, which I 
believe you arrived at by using the figure of 436 and 477, which we are 
now talking about. 

Mr. Osrerraa. Yes. 

Mr. Smiru. The 436 figure was the figure that first went to the 
Comptroller’s Office in the Department of the Navy in July 1955. 

Mr. Ostrertrac. May I interrupt you, Mr. Smith, to say that is the 
amount the Navy itself figured would meet your requirements 
originally. 

Mr. Smirn. In July 1955. At that time we were contemplating the 
two reports that we mentioned earlier here, “Lamp Light”’ oe the 
Technical Capabilities Panel Report, and that leads to additional 
requirements. It took a considerable length of time to determine 
how much of the work they were recommending that we were already 
doing, and how much was additional work to be done, and how much 
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the additional urgency was going to cost. I think that explains the 
move upward from 436, from the time in July, until we came up with 
a final budget request at the end of December. 

Mr. Ostrertac. But, Mr. Secretary, aeronautics or aviation under 

research and development is $27 million short within the package 

money of $477 million. Did that follow right from the beginning? 

Mr. Smiru. I think it is not short; it is less than the previous year. 

Mr. Ostertac. Are you making comparisons with previous year 
or with original request? 

Admiral Scnorcu. Mr, Ostertag, the larger figure is a figure that 
is as of July, only 2 months after our budget cycle started. This final 
figure here of $181 million is the figure that we ended up with in 
December and shows considerably more investigation into a program 
and evaluation of the program, sir. 

Mr. OstertaG. That is the amount you ended up with in December 
and you started off with $208 million in July? 

Admiral Scuorcu. Yes, sir. 

Mr. OstrertaG. Other areas of ‘Research and development, Navy,” 
started out with less and ended up with more? 

Mr. Smiru. That is correct. 

Mr. OstertaG. That is my point. There is more money for re- 
search and development in this budget than you originally started 
out with in July. The point I am trying to make is that so far as 
research and development, Navy, there is more money in here than 
you expected in July last year and the fact that R. and D., Aviation, 
gets less is a matter of shift in emphasis somewhere in the program of 
research and development in the Navy. 

Mr. Lewis. Our $208 million figure was a combination of the two 
estimates that Secretary Smith had reference to. In other words, 
a part of that was the original Bureau of Aeronautics program and 
a part was the amount we had prepared in conjunction with the two 
special studies. We combined those two amounts in our original 
consideration, but they went forward separately. There is not ac- 
tually the difference in program figures that would appear on the 
surface. Actually our original request was in fact augmented by a 
portion of the funds made available for these two special studies. 

Mr. Ostertac. If I understand what you have said correctly, 
this $27 million shortage in the aviation field is not in fact a shortage 
in the broad sense of the word? 

Mr. Lewis. It is a reduction of the combined cost of the original 
request and the projects associated with the two special studies which 
came about both through the refinement of the budget process and 
through the application of 1956 emergency funds to some of the proj- 
ects. 

Mr. Ostertac. Let me ask you this. Is my understanding correct 
that you feel the change in the amount of money available for avia- 
tion, ‘research and development, from $208 million to $181 million 
is justified? 

Mr. Lewis. Admiral Schoech should answer that, I believe. 

Admiral Scuorcu. Mr. Ostertag, all our urgent projects are funded 
and I assure you that if, as the year goes on, we find that they are 
not adequately funded, we will present our case, I will present our 
case to the Chief of the Bureau of Aeronautics and on to the Secretary 
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of the Navy and on to the Department of Defense. If we have urgent 
requirements, there are certain emergency funds available to meet 
them. 

Additionally, Mr. Ostertag, I believe that the curve of technological 
progress is so steep that it is entirely possible that we will have to 
ask for more funds, not only later in this year, but in fiscal year 1957. 
We are making a review of that matter now. 

Mr. OstertaG. In other words, your program will not suffer for 
lack of funds? 

Admiral Scnorcu. I am sure it will not, sir. If our case is good, I 
am quite positive that we will be able to get the necessary money. 

Mr. OstertTaG. Thank you Admiral. That is all, Mr. Chairman. 


SHIPs 


Bupcet Activity No. 3.—Ships 


“=a 
1955 actual | 1956 estimate | 1957 estimate Gidemes, 


1957 com 
pared with 
1956 


Aircraft and related equinment 0 0 0 0 
Guided missiles and related equipment. $100, 659 $171, 000 $5, 040,000 | -+$4, 869, 000 


Ships and small craft and related equip- 
ment 49, 875, 990 58, 480, 654 57, 828, 000 — 652, 654 


Combat and support vehicles and 
related equipment 0 0 0 | 0 


Artillery and other weapons and related 

equipment 0 0 0 
Ammunition and related equipment---.. 310, 000 470, 000 -+-160, 000 
Other equipment 6, 218, 236 7, 838, 000 8, 534, 000 +696, 000 
Military sciences 11, 631, 915 13, 146, 000 14, 688, 000 +1, 542, 000 


Obligational authority 67, 988,300 | 79,945,654 | 86, 560, 000 | +6, 614, 346 


Mr. Suepparp. All right, gentlemen, we will pick up our next budg- 
et activity, “Ships,” reflected on page 16. 


GENERAL STATEMENT 


We have before us Admiral Mumma and Admiral Morgan. Do 
either or both of you have a general statement you have prepared 
for the purpose of presentation to the committee? 

Admiral Morean. I have a statement I have handed to the clerk 
for inclusion in the record. 

Mr. SHepparb. Very well, we will insert that statement in the 
record. 

(The statement referred to follows:) 


setae 


STATEMENT BY REAR ApM. ARMAND M. MorGan, AssIsTANT CHIEF OF THE 
Bureau oF Suirps For SHip DESIGN AND RESEARCH 


oe 


Mr. Chairman and members of the committee, I am pleased to appear before 
you to explain what we propose to do with the ‘‘Research and development, Navy”’ 
funds budgeted for the Bureau of Ships. The total amount for fiscal year 1957 is 
$86,560,000. This represents an increase of about $6.6 million over the amount 
for fiscal 1956 and the increase is primarily due to increased emphasis on air 
defense and missile weapons. 

_ The United States Navy is in a period of transition that is probably unparalleled 
in naval history. The Navy’s ships of tomorrow will be powered in continuously 
increasing extent by nuclear energy. Their armament will consist mainly of 


ie 
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guided missiles. Submarines will be of radically new design, capable of high 
underwater speeds and able to remain submerged almost indefinitely. Carriers 
must be capable of handling the Navy’s supersonic jet aircraft of tomorrow. 

The inspiration and the ideas for these rapid changes, and the developments 
necessary to accommodate them in the Navy’s ships comes from our research and 
development program. Our continued progress into the future depends on the 
continued support of this effort. 

In this effort is the nuclear propulsion research program. These funds are used 
to support the work of the Navy supplementing that of the Atomic E nergy Com- 
mission in developing the most efficient nuclear powerplants for use in. surface 
ships and in submarines. This program has been noticeably accelerated since the 
successful trials last year of the Nautilus. 

In addition to the nuclear propulsion developments, there are also in progress 
systems, such as the free piston gas generator turbine powerplant, suitable for 
installation in patrol craft and the continuation of development of combined 
steam and gas turbine plants. 

From the history of the enemy submarine effectiveness in World War I and II 
and the known potential of the development of submarines, the antisubmarine 
program continues to minimize the submarine threat in future wars. The 
approaches in this field are to develop more effective antisubmarine ships, including 
improved techniques for the earlier detection of submarines, more accurate 
tracking and better protection of our harbors. Items to extend our ability to 
detect submarines at distances of miles, as compared with our World War II 
capabilities of a few hundred yards, are being developed. 

Funds are included for the development cf ship equipment required for guided 
missiles and supporting research in such areas as communications, navigation, 
and mine countermeasures. 

Major effort in 1957 will be directed toward continental and fleet air defense. 
Under this program we are planning for improvement in radar systems to provide 
more effective long range detection of enemy air attack. 

It is planned to continue the study of the effects of atomic warfare on both men 
and ships. Such studies will be carried out in conjunction with actual nuclear 
weapons tests contemplated for 1957. 

I would like to point out that the 1957 research and development program is 
primarily aimed at the exploitation of radically new approaches that promise 
substantial increases in fleet capabilities rather than marginal improvements of 
existing equipment. The costs involved are small when compared with the 
irreparable loss that would result should the Navy fall behind the tremendous 
advances that are being made in nearly all fields of technology. The funds 
requested are required to accomplish the essential research and development work. 

I will be happy to answer any questions you may have concerning these budget 
estimates. 


Mr. SHepparp. I find your actual appropriation in 1955 is 
$67,988,300; your estimate for 1956 is $79,945,654, and your estimate 
in 1957, $86,560,000, reflecting in your plus and minus column a plus 
of $6,614,346. 


APPROPRIATIONS, 1956 AND ESTIMATES, 1957 


I would suggest that you pick up the items reflected in the respec- 
tive categories, starting with 3A, and give us an explanation of the 
budget comparisons reflected here and the cause therefor. 

Admiral Morcan. May I ask the Comptroller, Captain Mandel- 
korn, to give you that? 

Captain MANDELKORN. In category 3B, new obligational authority 
for 1956 was $171,000. The request for 1957 was $5,040,000 which 
represents an increase of $4,869,000. In category 3C, the new obliga- 
tional authority requested in 1956 was $58,480,654; the request for 
1957 is $57,828,000, which represents a decrease of $652,654. 

In category 3F the new obligational authority requested i in 1956 
was $310,000; for 1957 it is $470,000, which represents an increase of 
$160,000. In category 3G new obligational authority requested for 
1956 was $7,838,000; for 1957, it is $8,534,000, which represents an 
increase of $696,000. 





971 


In category 3H the new obligational authority requested for 1956 
was $13,146,000; for 1957 it is $14,688,000 which represents an increase 
of $1,542,000. 

Mr. SHepparD. Very well. Give me the relationship between the 
funds requested for 1956—I mean your program, No. 2—compared 
between fiscal 1956 and 1957. 

Captain MANDELKORN. The total obligational authority requested 
for 1956 was $79,945,654, the new obligational authority. For 1957 
it is $86,560,000, which represents an overall increase in budget 
activity 3 of $6,614,346. 


COMPARISON OF PROGRAMS 


Mr. SHepparp. Would you give us some of the portion of the new 
program, for comparison purposes, between 1956 and 1957? 

Admiral Morean. Mr. Chairman, the major factor in the increase 
in 1957 requested over that of 1956 lies in the field of guided missiles 
and related equipment. Here we have a number of projects dealing 
largely with the intermediate range ballistic missile and requiring 
considerable effort in areas of navigation, ship design, fuel and oxygen 
handling, and stowage and ship stabilization. 

Another item that is of major consequence in the increase is in the 
field of military sciences, 3H, in which implementation of the Lamp- 
light program requires the development of new microwave electronic 
tubes for electronics countermeasures, and a digital computer system. 


PROGRESS OF PROGRAMS 


Mr. SuepparD. Give us the progress you have made in your various 
programs to date or a general idea, please. 

Admiral Morean. I would like to give you some examples. Most 
of these are in the field of 3C, “Ships and small craft and related 
equipment.” 

Through research in underwater-explosion phenomena we have 
doubled the resistance of aircraft carriers to explosions incurred at 
the side of the ship. In other words, the torpedo-protection system. 
We have increased the speed of submarines submerged from 9 to over 
20 knots. We have successfully developed the supercharging of diesel 
engines in the 2-cycle engine which gives us greatly increased power for 
the same-sized engine, approximately the equivalent in an 8 cylinder 
supercharged engine of the power of the usual 12-cylinder engine. 

Mr. SHepparpD. Have you increased that through nuclear function 
or is it in the general power factors we have dealt with heretofore? 

Admiral Morean. In the case of the supercharged diesel engines, 
no, sir; we are referring to conventional type diesel engines. 

Mr. SuepparD. What field are we in the status of contemplationin 
the nuclear-propulsion program? 

Admiral Morean. Mr. Chairman, may I speak off the record? 

(Discussion off the record.) 

Mr. SHepparp. What particular improvements have you developed, 
or are you in the process of developing in ship hulls? 

Admiral Morean. Mr. Chairman, may I go off the record? 

Mr. SuHepparp. You may. 

(Discussion off the record. ) 


74195—56——62 
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PROJECTS DISCONTINUED 


Mr. SHeprarp. With relation to your projects as a whole which we 
have discussed to a degree, I wish you would give me any items you 
have cut off or discontinued temporarily or permanently. 

Admiral Morgan. We have discontinued during fiscal 1955 about 
170 items, projects. 

Mr. SHepparb. Out of the 177, or whatever the figure is, what was 
your reason? 

Admiral Morcan. We have discontinued those projects in some 
cases through successful completion of the projects; in some eases 
because of lack of funds. 

Mr. SHepparD. How many projects were involved in lack of funds? 

Admiral Morean. In the case of lack of funds items it was a ques- 
tion of which development to apply the funds to and we applied the 
funds to the projects that offered the greater promise. 

Mr. SHepparp. In other words, it was an application of applying 
your funds on a priority determination, is that right? 

Admiral Morean. In some cases I believe so. I would have to 
study the record, Mr. Chairman. 

Mr. SHepparp. I wish you would because when the record comes 
down I would like to have a definite clarification as to the unavail- 
ability of funds. 

(The information referred to is as follows:) 

Of the approximately 170 projects dropped, about 18 were dropped in order 
to provide additional funds for other projects or to fund new and more urgent 
projects. They were selected on a basis of priority, lack of promise of success, 
or similarity to other projects. 

Admiral Morean. In some cases, due to contractors’ inability to 
perform, some cases due to lack of promise. 

Mr. SHEPPARD. How about 1956 in the same category of question? 

Admiral Morean. So far in fiscal year 1956 there have been about 
300 projects dropped or discontinued due to actual completion of the 
task, lack of promise, marginal improvements, or because of low 
priority. 

WORK DONE BY CONTRACT AND BY GOVERNMENT 


Mr. SuHepparp. How much of the work is to be done by contract 
and how much is to be done by the Government as contemplated? 

Admiral Morean. We assign about 60 percent of the work by 
contract and about 40 percent to Government laboratories or in a 
very small percentage to naval shipyards. 

Mr. SHrepparp. From the yardstick of your past experience by 
and between the two sources of productivity where are you getting 
the most efficiency and the most expeditious end results? 

Admiral Morcan. We believe we are getting the most efficiency 
in both cases. There are certain types of work that are best assigned 
to private industry and certain types of work that are best assigned 
to Government laboratories. I can give you an example. 

In the case of items which have no commercial interest or utility, 
which are rather specialized Navy or which require close coordination 
with naval vessels or the fleet, that sort of work is best done in labora- 
tories. Work that is closely related to commercial work and which 
has possible commercial application we can get best results by placing 
it on contract. 
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EQUIPMENT 







Mr. SHepparp. I would like to have you give us the immediate 
effect of the projects on equipment now in use by the Naval Estab- 
lishment or in production. 

Admiral Morean. The trend of the times is an increase in the 
electronics equipments and the application of electronics to naval 
vessels, and this does increase the demand for electronics facilities in 













» naval establishments. In addition, the current developments in 
nuclear power require provision of facilities to handle the nuclear 
BS overhauls and replacement of the active material in the reactors. 






EXPENDITURES 






Mr. SHEPPARD. [I wish you would now give me your estimated 
expenditures for fiscal 1956 and 1957 in detail, please. 

Admiral MorcGan. Mr. Chairman, I would like to ask the Comp- 
troller, Captain Mandelkorn, to answer the question. 

Mr. SHEPPARD. Very well. 

Captain MANDELKORN. By activities the estimated total expendi- 
tures for June 30, 1956, against 1956 program are as follows: For 
activity 3B, $22,000; for activity 3C, $27,523,000; for activity 3F, 
$220,000; for activity 3G, $2,720,000; for activity 3H, $4,600,000; for 
a total of $35,085,000. 

Mr. WieeLeswortu. As of what date? 

Captain MANDELKORN. That will be as of June 30, 1956, Mr. 
Wigglesworth. 

s Mr. SHEPPARD. I wish you would submit for the committee’s ben- 
' efit a list of the projects you plan to have under study for the fiscal 
year 1957. 

Mr. SHepparp. Under the item of “3H. Military sciences,” there 
appears to be an approximately $9 million lag in expenditures versus 
obligation. 

Captain MAnpeLKorn. Mr. Chairman, generally speaking this is 
due to the fact that contracts placed in this area and project orders 
lodged in our laboratories are rather lengthy of execution and the 
development of the expenditure picture, of course, is dependent upon 
how rapidly the work can go forward. 

Mr. SHepparD. Will you give us the estimated expenditures in 
1957 and activities involved? 

Captain MANDELKORN. Yes, sir. The estimated expenditures for 
1957 against the 1957 obligational authority are as follows: Activity 
3B, $3 million; activity 3C, $28 million; activity 3F, $250,000; activity 
3G, $2,900,000; activity H, $5,150,000; for a total of $39,300,000. 

Captain MANDELKOoRN. The actual expenditures at the end of fiscal 
year 1955 against all-years funds are $71,280,000. The estimate of 
expenditures at the end of fiscal 1956 for that year would be $75 
million and, for 1957, $74,009,000. 

Mr. Suepparp. I understand that one of the difficulties in convert- 
ing Forrestal-type carriers to nuclear power is the fact that the reactors 
under development at the present time will not provide the steam 
superheat of the degree necessary for the powerplants now installed. 
Has there been any consideration given to the use of oil-fired super- 
heaters in series with the boilers developing steam in order to augment 
the temperatures developed in the reactor? 
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Admiral MorGan. 
that. 
Admiral Mumma. 


Yes, sir. 
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raise the quality of the steam to that ca 


conventional powerplants has been considered. 


I think Admiral Mumma would like to answer 


The use of oil-fired superheaters to 


pable of driving the current 


At the present time, 


the size and weight and space requirements of the superheaters, plus 
their added oil requirement capacity, appears to be a losing proposition 
relative to the size and weight of the machinery. 


Mr. SHepparp. I believe that completes your items. 


very much, Admiral, for your appearance.’ 


Admiral Mora@an. 


4A 


4B | 


4C 


| 
| 


Thank you. 


ORDNANCE 


Bupcet Activity No. 4—Ordnance 


Project 


Aircraft and related equipment. . 

Guided missiles and related equipme nt 

Ships and small craft and related equip- 
ment - --- 


4D | Combat and support vehicles and re- 


4E 


4F | 


4G 


4H 


lated equipment_- 


Artillery and other weapons and re- | 


lated equipment 


Ammunition and related equipment. 


Other equipment - 
Military sciences _-_- 


Obligational authority 





1955 actual 


$6, 565, 300 
35, 697, 900 


8, 099, 200 
0 
205, 100 


58, 188, 700 
1, 921, 200 


3, 730, 400 


1956 estimate 


$3, 547, 675 
55, 310, 650 


7, 948, 278 
0 

318, 000 
53, 899, 116 


1, 741, 500 
4, 746, 300 


1957 estimate 


$2, 014, 000 
67, 010, 000 


6, 556, 000 
0 

106, 000 

56, 086, 000 


2, 123, 000 
4, 536, 000 





114, 407, 800 





127, 511, 519 








Mr. 





138, 431, 000 





Thank you 


Increase (+) 
or de- 
crease (—)- 
difference 
1957 com- 
pared with 
1956 


—$1, 533, 675 
+11, 699, 350 


—1, 392, 278 
0 


—212, 000 
+2, 186, 884 
+381, 500 
—210, 300 


+10, 919, 481 


SHEPPARD. We will pick up next budget activity No. 4 re- 
flected on page 28 of the justifications entitled ‘““Ordnance.”’ 


From the above table, it appears that your actual appropriation 
for 1955 was $114,407,800; your estimate for 1956 was $127,511,519, 


and your 


estimate for 


1957 is $138,431, 000. 


differential column a plus of $10,919,481. 


APPROPRIATIONS, 1956 AND ESTIMATES, 1957 


This reflects in the 


I wish you would give us a rundown of the relationship between 
the funds requested for 1956 and 1957 as reflected in each category, 
picking up the first one. 

Admiral Wiruincron. In the first category, “Aircraft and related 


equipment, 


In the next category, 


we request an increase of $11,699,350. 
In the next program, ‘Ships and small craft and related equip- 
ment,” that reflects a decrease of $1,392,278. 
In category 4D, “Combat and support vehicles and related equip- 


ment,” that is zero the same as last year. 


there is a reduction of $1.5 million. 


The program is 
greatly different in this area, because we have transferred responsi- 
bility for aircraft fire control to the Bureau of Aeronautics and with 
it, for fiscal 1957, a request for $5.2 million. 


“Guided missiles and related equipment,”’ 
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In category 4E, ‘Artillery and other weapons and related equip- 
ment,’”’ there is a decrease of $212,000. 

In category 4F, “Ammunition and related equipment,” there is an 
inerease of $2,186,884. 

In category 4G, “Other equipment,” there is an increase of $381,500. 

And in category 4H, “Military sciences,” there is a decrease of 
$210,300. 

Mr. Suepparpo. Next I would like to have the program compared 
between fiscal year 1956 and fiscal year 1957, please. 

Admiral Worrnuineron. I would like to put this off the record, 
because of the confidential character. 

(Discussion off the record.) 

Aside from the changes I have already reported, the aircraft fire 
control responsibility has been transferred to the Bureau of Aero- 
nautics. 

Mr. SuHepparp. Pick up the next one, “Guided missiles and related 
equipment.” 

Admiral Wirntneton. The program for guided missiles and related 
equipment, which I also would like to have off of the record, has 
several notable factors. 

(Discussion off the record.) 

Mr. SuHepparD. Now pick up the decreases. 

(Discussion off the record.) 

Admiral Wiraineton. The reductions are two. We expect to 
spend no further funds in 1957 for this activity. 

In the other one, we are reducing sharply the amount of develop- 
ment money for the air-to-surface missile. 

Those are the major changes in this program. 

We are attempting to improve the air-to-air missile and expect to 
work hard on this in fiscal year 1957. 

The same thing is true of the Terrier missile. 

Mr. Suepparp. Pick up the next one. 

Admiral Wituineton. In “Ships and small craft and related 
equipment,” this reflects a reduction of $1.4 million. The reduction 
is primarily the result of the completion of certain programs. I 
would anticipate that in order to attempt to improve our ability to 
kill fast underwater targets that this category in future years may 
show an increase. 

The division in fiscal 1957 of this requested money is for shipboard 
fire control, mostly for antisubmarine weapons, $4.5 million; for 
shipboard mounts and projectors, $1.5 million, and for degaussing 
and other equipment, $500,000. 

Mr. Suepparp. Pick up the next, ‘(Combat and support vehicles 
and related equipment.” 

Admiral Wiruinaton. I believe for the first time we can state with 
some assurance that we have a gas-warfare round that can be produced, 
and the fact this design has been completed has resulted in a reduction 
of this amount of money. 

Mr. Suepparp. Project 4F, “Ammunition and related equipment,” 
shows an increase of $2 million plus. 

Admiral WirHineton. Yes, sir. 

(Discussion off the record.) 

Mr. SuHepparD. How about “Other equipment,” where there is a 
slight increase of $381,500? 
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Admiral Wirnineron. There are three major items in this category. 
This year we are asking for $1.5 million for countermeasures develop- 
ment and expect we will have to ask for more next year, and this is 
the cause for the increase. 

The request for nets is $0.15 million, which is a reduction; the 
request for money for development of underwater detectors is 
$500,000. 

(Discussion off the record.) 

Mr. Suepparp. The next item shows a very minor decrease of 
$210,300 for military sciences. What is the effect of that reduction? 

Admiral Wirxincton. This request is for $4 million, the same 
amount as last year, for foundational research and $536,000 for 
research and development of preservatives of materials of personal 
armor and lubricants. 

In lubricants we have recently developed a successful lubricant for 
exceedingly low temperatures which is ‘mportant in aircraft machine- 
guns at high altitudes, and for other applications. 

The reduction is the reduced amount of money we expect to spend 
on personal armor. 

(Discussion off the record.) 

Mr. SHepparD. Who developed this oil you just referred to? 

Captain Hooper. The Naval Research Laboratory did the work 
on that. 

WORK DONE BY CONTRACT AND BY GOVERNMENT 


Mr. SuepparD. How much of the work is to be done in your 
contemplated program by contract and how much is to be done by 


the Government? 
Admiral Wirxinetron. The approximate percentage is 58 percent 
contract and 42 percent Government. 


EQUIPMENT 


Mr. SHeEpparD. Give me the immediate effect of the project on 
equipment now in use by the Naval Establishment, or in production. 

Admiral Wirsineton. I would like to go through the categories 
on that. 

Mr. SHepparp. Proceed. 

Admiral Wirxineron. In the first category, the successful develop- 
ment of air-to-air missiles which is almost upon us has resulted in a 
great reduction of the work in the development of new types of air- 
craft machineguns. 

Next, in the guided-missiles category this is causing results in the 
others and here we are requesting slight increases in money. 

(Discussion off the record.) 


DEPTH CHARGES 


Mr. SHepparpD. What is the status of the inventory in that category 
of depth charges as of the latest moment you can give? 

Admiral Wirnineron. I can get you the precise figure for the 
record, but I know we have a very adequate inventory now. 

Mr. SHepparpD. What is the problem in connection with that item 
relative to storage obsolescence? 
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Admiral Wirnineton. The depth charge requires batteries and we 
are now buying each year only sufficient batteries for use for target- 
practice purposes. 

Mr. SHEPPARD. In other words, you are bringing the innovation in 
there that is eventually going to obviate the use of the present type of 
depth charge? 

Admiral Wirurnaton. Yes, sir. 

Mr. SHepparD. And the committee can be assured you are safe- 
cuarding the inventory in that field and will not catch yourself with a 
big inventory on your hands; although I assume under certain military 
requirements even those you have could be used? 

Admiral Wirnineton. Yes, sir. Almost all of the antisubmarine 
ships in the fleet today are equipped with depth charges. 

Mr. SHepparD. And they have devices for ejecting them from the 
ship; do they not? 

Admiral WiTHINGTON. Yes, sir. 

Mr. SHEPPARD. Will the new system you have referred to clean the 
decks of those mechanical devices as well? 

Admiral Wirnineton. Yes, sir. 

Mr. SHEPPARD. Do you think it is going to be necessary to go into 
much of an added inventory in the present category of depth charges? 
How much money do you have in the 1957 program for the procure- 
ment of depth charges, if any, in the same category that we now have? 

Admiral WiruinerTon. I think the amount is of the order of $500,000 
for batteries. 

Mr. SHepparp. Just for batteries alone? 

Admiral Wirnrneton. That is all. 


Mr. SHepparp. Is that batttery adaptable to any other function 
of the Navy that you know of? 
Admiral Wiruineton. I believe it would be; yes, sir. 


EXPENDITURES 


Mr. SHepparp. It is not necessary for me to tell you to watch your 
inventories of that character, because you are going to do it anyway, 
but give me your estimated expenditures for 1956 and 1957. 

Mr. WitxiaMs. We expect to spend in fiscal 1956 $123,776,000. 
Our expenditures for fiscal year 1957 are planned as $127,500, 000. 

Mr. Suepparp. Would you consider that an ambitious projection 
to a figure you cannot fulfill within bounds of reason as of the expira- 
tion of the next fiscal year? 

Mr. Wituiams. No, sir. Our expenditures for the first 7 months 
of the fiscal year are $74, 187,000 and we expect to spend $49,589,000 
during the last 5 months. Therefore we feel we can make these 
expenditures. 

Mr. Suepparp. Well your figures give an indication that your 
judgment is good and we hope it is better when you reach the end 
of the year. 

Now I would like to have you submit for the committee a list of 
the projects you plan to have under study in 1957. 

Admiral Wirutncron. Is that a list of the new projects? 

Mr. Suepparp. A list of all of them 

Admiral Wirxineron. We will do so. 
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Admiral Raborn is here, if you wish to hear the details on the IRBM 
projects. 
(Discussion off the record.) 


ADEQUACY OF APPROPRIATION REQUEST 


Mr. Anprews. Admiral, your appropriation for ‘Research and 
development, budget activity No. 4, Ordnance,” in 1956 was 
$127,511,519. 

Admiral Wirnineton. Yes, sir. 

Mr. ANprews. How much carryover did you have the Ist of 
July 1955? 

Admiral WirHineton. $10,828,000, sir. 

Mr. Anprews. That gave you a total of $138,339,519 available 
for 1956; is that right? 

Mr. WituiaMs. Yes, sir. 

Mr. AnpReEws. You are asking for $138,431,000 for 1957. What 
do you expect your carryover to be? 

Mr. Wiuturams. We expect our carryover to be $8 million into 
fiscal 1957. 

Mr. AnpDrews. Even? 

Mr. Wiuuiams. Yes, sir. 

Mr. AnprEws. Which, taken with the $138 million plus, would 
give you $146,431,000 for expenditure in 1957. Is that correct? 

Mr. Wiuuiams. Yes. 

Mr. Anprews. Admiral, in your opinion, is that enough for you 
to go forward with the projects that you think you need? 


GUIDED MISSILES AND RELATED EQUIPMENT 


Admiral Wirninetron. I am concerned, sir, about the amount of 
money available in category 4—B, ‘Guided missiles,”’ and in category 
4—F, “Ammunition,” relative to nuclear weapons. 

Mr. AnpRews. That is your big money? 

Admiral Wiruineton. Yes. 

Mr. Anprews. In 4—B you have a request of $67,010,000? 

Admiral Wiruineton. Yes, sir. 

Mr. ANDREws. What was your original request for that category 
of guided missiles and related equipment? 

Admiral Wirxineron. $48 million. 

Mr. ANDREws. $48 million even? 

Admiral Wirnincton. We are speaking now of the original sub- 
mission from the Navy Department to the Secretary of Defense. 

Mr. Anprews. And from him to the budget. 

Admiral WirHincTon. Since that time we have added $15 million 
for Admiral Raborn’s project and $3.8 million for “(Lamp Light and 
Killian. 

Mr. ANDREws. So your request here to the budget is considerably 
more than your original request? 

Admiral Wirxrineton. Yes. 

Mr. ANpREws. What is the reason for that? 

Admiral Wirnineron. I would like to have more money to push the 
most urgent of our guided missile projects. 

Mr. AnpReEws. In your judgment how much do you need in this 
project? 
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Admiral Wiruineron. I could use according to my research people 
about $10 million more, sir. 
Mr. ANprREws. In other words, a total of $77 million? 
Admiral Wirutneton. Yes, sir. 
and AMMUNITION AND RELATED EQUIPMENT 
was 
3 Mr. ANDREWS. What about project 4—F, ‘‘Ammunition and related 
$ equipment”? Your request here is for $56,086,000. What was your 
of [original request? 
Ld Admiral Wirnineton. About the same, sir. 
My Mr. ANDREws. In your judgment how much more could be judi- 
ble FF ciously spent in this field of ammunition and related equipment? 
i Admiral Wirutneron. I would like to put this off the record. 
4 (Discussion held off the record.) 
hat 3 Mr. AnprREws. That is all, Mr. Chairman. 
3g Mr. SHepparD. You stated you could expend a given sum of money 
ito 6 in response to my colleague’s request of a moment ago. How would 
i} you spend it if you had it? What would you spend it on? 
a Admiral Wiruineton. Off the record, sir. 
. (Discussion held off the record.) 
lc FS Mr. SHEPPARD. Questions on budget activity No. 4, Mr. 
et? ‘ Wigglesworth? 

4 Mr. Wieeieswortu. I understand it has already been testified 
ou & that for this budget activity as a whole you are receiving some $46 
ry million more than was appropriated for the current fiscal year? 

s Admiral Wirutneton. No, sir. 
Mr. WieeL.eswortuH. It shows that in the worksheet, $46 million 
: more than was appropriated for the current fiscal year, and $41 
of ‘ million more than your original request for this year. 
ry Mr. Smrrn. All of the R. and D. 
Admiral WirxinatTon. I see. 
TRANSFER BETWEEN BUDGET ACTIVITIES 
Mr. WieeLeswortn. You can transfer among any of these nine 
ry budget activities we are considering now; can you not? 





Admiral Wirnineron. That can be done. 
4 Mr. WieeLteswortH. And there is also a President’s emergency 
4 fund which could be utilized for the purposes you just referred to? 
4 Admiral WirHinaTon. Yes, sir. It already has been so utilized in 
| part in fiscal year 1956. 
4 Mr. WieeLeswortu. That is all, Mr. Chairman. 
' Mr. SHepparp. Mr. Ostertag? 
i 









Mr. OstrertaG. On the point raised by Mr. Wigglesworth on trans- 
ferability: Is there transferability between bureaus in this whole field 
of research and development, Navy? 

Admiral Smiru. Within this appropriation there is transferability 
i between the budget activities. 

Mr. OsrertaG. Does it have to be within, for example, budget 
activities No. 4, “Ordnance,” in order to transfer moneys from any 
of these items? 

Admiral Suir. You can transfer from any one activity in this 
appropriation to any other activity. 
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Mr. Ostertac. Therefore you can transfer from “Ships” to “Ord- 
nance”’ or any other bureau so long as it is within the field of research 
and development? 

Admiral Smita. Yes, sir. 

Mr. Smiru. I would like to modify that. You are talking about 
the legal right to do it as a practical matter. It is a very difficult 
thing to do once the fiscal year is underway. 


REPROGRAMING 


Mr. WiacieswortH. There has been case after case where the 
Navy has come here and showed us a reprograming compared to what 
they originally presented. 

Mr. Smitu. Wedoreprogram. I do not want to create the impres- 
sion that this is easily done. When we do reprogram we come back 
here, we tell you what we are going to do. It is quite an involved 
process to do it although we have the legal right to do it. 

Mr. WiceLeswortuH. I would say the complaint of this committee 
has been that it has been done too often. It has been a very common 
practice from our standpoint. 

Anyway, as far as the law is concerned it can be done. 

Mr. Smiru. It can be done, yes. 

Mr. Ostertaa. I wanted to make clear at this point that within 
the $477 million appropriated to the Navy for research and develop- 
ment there is considerable flexibility in the application of such funds, 
and that the $477 million, as Mr. Wigglesworth just pointed out, is 
$41 million more than your program called for as of last July. 

Mr. Situ. That is correct. 

Mr. SHepparpb. There is a reason for that additional sum being in 
there. They have come up with an adjunct which is costing them 
more money. 

Mr. Ostertaa. I agree, Mr. Chairman. That is the point. There 
has been flexibility from the inception. 

Mr. SHEPPARD. That is right. 

Mr. Smiru. I think it is important to note that the original sum 
which is being used here by way of comparison was as of July 1955. 
Since that time technological advances, the result of studies being 
made have imposed a requirement to do additional work and the 
funds have been made available to do that work. That accounts 
for the difference between the two totals. 

Mr. Ostrertaac. I am sure, Mr. Secretary, that no one disagrees 
with, first, the fact that technological changes and other advancements 
which are developing will naturally require some degree of flexibility, 
because you cannot see ahead as to the new changes and developments 
that will take place. For that reason I think it can reasonably be 
said that with the transferability in effect, plus the fact that the 
budget itself calls for $41 million more than was originally programed 
in July of last’ year, shows not only the need for such authority but 
the fact that these adjustments have been made during the period in 
which the budget is prepared. Is that a reasonable statement? 

Mr. Smita. It is. 

Mr. OstertaGc. We do get into this record from time to time a 
picture which, first leaves the impression that more money has been 
appropriated for research and development than heretofore; secondly, 
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more money is appropriated, or is being appropriated, than originally 
was planned in July, and yet certain of these activities leave the record 
with the picture that the program is being shortchanged or reduced 
below what your vital needs might be considered to be. 

For example, we find that under the guided-missile program, 
Ordnance, Admiral Withington points out that he could use $10 
million more. Yet $67 million is requested here as compared with 
$55 million for fiscal 1956, an increase of $11,699,000. 

It is not clear to me, Admiral, what you programed for 1957 and 
what your original request called for. 


GUIDED MISSILES AND RELATED EQUIPMENT 


Admiral Wiraineton. Mr. Ostertag, of this $67 million, $15 
million is for the special project which Admiral Raborn has just been 
describing to you. This leaves a balance of $42 million for the Bureau 
of Ordnance projects proper as compared with $35.6 million actual. 

Mr. Smiru. Is it not $52 million rather than $42 million? 

Admiral WirHincton. $52 million. Excuse me. 

Mr. OstertaG. Let me apply my simple mathematics to it. You 
are getting $67 million. Is that correct? 

Admiral Wirnineton. We are requesting $67 million. 

Mr. Ostertac. Let us assume these figures stand. 

Sixty-seven million dollars for project 4—-B. Now you point out, if 
I understand correctly, that $15 million of that is for special projects, 
missions, or whatever you might call them. 

Admiral Wirxineton. That is right. 

Mr. OstertaG. Taking the $15 million from $67 million would 
leave $52 million. 

Admiral Wirnineton. Yes, sir. 

Mr. OstertaG. Therefore your true comparison is that you are 
getting only $52 million as compared with $55 million of last year. 
Is that correct? 

Admiral Wirnincron. Yes. 

Mr. Ostrertac. What was the amount of your request for budget 
activity 4—B, ‘Guided missiles and related equipment,” in July ex- 
clusive of your special request? 

«g Admiral Wirntneton. $51.9 million. 

| Mr. Osrertag. You requested $51.9 million, and that is exclusive 
of the special project? 

@ Admiral WirnincTon. Yes. 

Mr. OstertaG. But actually you are receiving $52 million instead 
of $51.9 million as you originally programed? 

Admiral Wirxineton. Yes, sir. 

” Mr. Smit. Does that take into consideration the shift of the fire 
control responsibilities over the Bureau of Aeronautics? 

Admiral Wirnincton. That is not affected in this category, Mr. 
Smith, 

ADEQUACY OF PROGRAM FUNDS 


Mr. Ostertac. All told budget activity No. 4, “Ordnance,” you are 


receiving $10,919,000 more than a year ago? 

Admiral Wiruineton. Yes, sir. 

Mr. Ostertaa. In the light of the fact that the research and 
development of the Navy is receiving $41 million more, and in view 
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of the fact that of the $41 million increase for the whole research and 
dev elopment of the Navy, Ordnance is getting practically $11 million 
of that increase, is that not a reasonable distribution of these funds, 
Admiral, and will it meet your requirements within reason? 

Admiral WirHineron. I think the answer to your question, sir, as to 
whether it is reasonable is yes 

What I would do if I had more money would be to buy time with it. 

Mr. Ostrertaa. Buy what? 

Admiral Wirnineton. Buy time. I would accelerate these pro- 
grams if I could afford it. 

The second factor which worries me very greatly is the increasing 
cost year by year of research and development talent. 

Firms like Ramo-Woolridge are hiring my best men, and this is 
happening to the Air Force and Army, too. They offer very much 
inflated pay scales over what the Government can pay. 

The cost per man for research and development is going up alarm- 
ingly every year. 

Mr. Osrertag. All of these reasons you have advanced for having 
more money if you could get it—I mean you could meet these condi- 
tions. 

Admiral Wirnineron. Yes. 

Mr. OsrerraGc. Why was your original request at least $1 million 
less than the budget calls for today? 

Admiral Wrrnincton. I have given you, sir, the official Navy 
Departure figure. Originally from the Bureau of Ordnance we re- 
quested more. This is a normal budget procedure. 

Mr. Osterrac. Then the $51 million that you originally requested 
was not your figure but it was the Navy’s figure? 

Admiral Wirnincton. Yes, sir. 

Mr. OsrertaG. Is the research and development activity in the 
Bureau of Ordnance handicapped by virtue of the fact there is no 
more than $11 million increase? Is it seriously handicapped? 

Admiral Wirxincron. | could say not say so honestly; no, sir. 

Mr. Osrertac. Thank you Admiral. That is all, Mr. Chairman. 


DISCUSSION OF BUDGETARY PROCEDURE BEFORE BUDGET BUREAU AND 
IN THE DEPARTMENT 


Mr. SHEPPARD. Pursuant to the series of inquiries which have just 
been propounded, we have before us the budget which was sent up 
here, justifications and the requirements. You had nothing to do 
with the final determination which came out of the budget procedure 
after it left your original recommendation for so much money; did 
you? 

Admiral WirHineron. We have an opportunity for reclama, sir, 
to the Secretary of the Navy which we exercised. 

Mr. SuHepparD. In the instance we have been discussing did you 
reclama? 

Admiral WirHineton. Yes, sir; on numerous items. 

Mr. Suepparp. Did your reclama do you any good? 

Admiral Wirntneron. In part, sir; yes. This is a very difficult 
process as Admiral Smith can testify as well as I. 
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Mr. Sueppard. I understand the difficult process. This is not a 
committee for political offense and defense and it never will be so 
long as I am its chairman. The budget represents exactly in dollars 
and cents what the budget finally reflects. If we want to refine it 
down to your level of responsibility, I am telling you that is an unfair 
approach because in the final analysis you have no jurisdiction over 
what eventually you are permitted to expend out of appropriated funds. 
That determination is lodged in higher echelon than yours; is that 
correct? 

Admiral Wirnineton. That is entirely correct. 

Mr. SHepparD. Under the circumstances we have a budget which 
has been trimmed in 5 or 6 instances, not only as it pertains here but 
completely throughout. It is nothing new. Occasionally the Con- 
gress does the same thing. We are all creatures of an end result; are 
we not? 

Admiral Wirnineton. Yes, sir. 

Mr. SHEPPARD. Sometimes we approve of it and sometimes we 
disapprove of it. We get along as best we can. There are times 
when those in the Bureau of the Budget have made arbitrary cuts 
and turn around less than 90 days thereafter and come back for 
supplementals. That is the history which will continue to repeat 
itself 

I presume in the rearrangement of the budget which frequently 
takes place because of many things which apply, you have elasticity 
here for the purpose of taking care of eventualities of undeterminable 
factor. That is why the transferabilities are put here. 

Admiral Wirntneton. Yes. 

Mr. SHEPPARD. It is our job to see you do nothing over the border 
and put your fingers some place where you have no business putting 
them. 

It is very rare that I have found the Navy transgressing. ‘There 
have been a few times when they have had a small portion of the 
toe-to-boot slightly over the line but never very much over the line. 
You must have agile legal capacities down there. I will give you 
credit for that, and I say it advisedly after many years of experience 
with this ope ration. There is not a member on this committee who 
is not well acquainted with this procedure. Some of them know 
more about it hap I do. 

It is a difficult situation. I do not want to lecture you because that 
is not my desire. 

One thing I am feeling very definitely is the fact I do not care too 
much about some of the “second-guessing we are getting from echelons 
who don’t know too much about what they are sec ond- -guessing on. 
I could be wrong there but I am a little concerned about it. 

When we get to points where it is done for purposes other than na- 
tional defense I will see that this transferability will be lessened. 
That is why, frankly, gentlemen, perhaps there has been a little of an 
impatient approach to this thing from your concept. We have in- 
quired into definite explanations about taking out some funds and 
transferring them, particularly on the maintenance aspect of this thing, 
because that can become a very unhappy situation in the final result. 
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MEDICINE 


BupGet Activity No. 5.— Medicine 





| 
Increase (+) 
or de- 
crease (—), 
Project 1955 actual | 1956 estimate | 1957 estimate| difference, 
1957 com- 
pared with 





Aircraft and related equipment ‘ 

Guided missiles and related e quipment.. 

Ships and small craft and related equip- 
ment 

Combat and ‘support vehicles and re- 
lated equipment_-.- 
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lated equipment 

Ammunition and related equipme nt... ee 
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Mr. SHepparp. We will pick up budget activity No. 5, Medicine, 
reflected on page 31 of our justifications. 

I see reflected in your justifications your actual appropriation for 
1955 is $4,266,200, and your estimate in 1956 is reflected as being 
$4,296,533, and in 1957 $4,500,000. That resolves itself to an in- 
crease of $203,467. 


APPROPRIATIONS, 1956, AND ESTIMATES, 1957 


I wish you would give me a brief statement of the two projects re- 
flected here on this page, the reason for the difference between your 
1956 and 1957 appropriation. 

Captain Yarsprovuau. It is true that in accord with the amount re- 
quested the congressional appropriation for medical research and de- 
velopment was $4.5 million in fiscal year 1956. 

The indicated increase in funds requested for fiscal year 1957 does 
not in fact represent an increase since it is true that a decrement of 
$203,467 was created as the Bureau of Medicine and Surgery share of 
the total Navy research and development appropriation reserve. 
Since the reserve was later reprogramed for research and development 
in high-priority research areas where the Bureau of Medicine and 
Surgery had no responsibility and thus no projects, our apportioned 
total of the original appropriated $4.5 million remained at $4,296,533. 

Mr. SHEPPARD. What will you use the extra money for that you 
did not have last year? 

Captain YarBrouGH. We have three areas in mind. 

Mr. SHrepparpD. Enumerate them, please? 

Captain Yarsproucu. No. 1, the Armed Forces have a respon- 
sibility for the development of measures to effect the care of mass 
casualties incident to nuclear-weapon warfare. In order to prevent 
duplication of research effort the Navy has sleected certain areas in 
which to contribute to the overall mass casualty problem. In the 
problem area, the preservation of whole blood continues to occupy 
& major position and is now the object of considerable study in the 
Navy program to enhance the limitation of current procedures which 
permit a maximum of about 3 weeks’ storage. 
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Previously suggested techniques for increasing this preservation 
time have been based on the addition of materials foreign to the body 
which have to be removed by processing prior to the administration 
of the blood. While conducting basic studies on the freezing of bio- 
logical tissues, scientists at the Naval Medical Research Institute 
acquired precise physiological, chemical knowledge which was later 
applied to the preservation of whole blood. This study has unequiv- 
ocally demonstrated that human red cells may be frozen to within a 
temperature equivalent to biological eternity and returned to body 
temperature intact and functioning. Further testing, together with a 
demonstration of what appears to be acceptable, practical large-scale 
procedures are now required. 

A portion of our requested money is to be spent in this regard. 


ARMED SERVICES EPIDEMIOLOGICAL BOARD 


Mr. SHepparD. What is your relationship to the Armed Services 
Epidemiological Board, and what funds are earmarked with that 
board in the budget before us and for what specific projects? 

Captain YarsprouGH. The answer is ‘None.’ 

Mr. SHEPPARD. What appropriations does this come from? It is 
reflected to us here as Department of the Navy, ‘‘Research and Devel- 
opment funds,” $230,000. 

Captain YarsrouGcH. We don’t give them any money, sir. 

Mr. SHEPPARD. Can we trace this $230,000? 

(Discussion held off the record.) 

Captain YArBRouGH. May we try to get you a complete answer 
to that? 

Mr. SHEPPARD. Yes. 

(The information requested is as follows: ) 


The Armed Forces Epidemiological Board operates by Department of Defense 
Directive 5154.8 of October 8, 1953, by virtue of which this scientific organization, 
principally civilian in membership, conducts and coordinates research in the field 
of preventive medicine to provide the military departments with scientific and 
research assistance and advice on matters pertaining to problems in preventive 
medicine. In the pursuit of their coordinating function the board considers that 
medical research in the field of preventive medicine performed in laboratories 
under management and control of the Navy Medical Department and financed 
entirely by the Navy Medical Department is a component part of their field of 
interest. The board considers this Navy medical research work performed at the 
Naval Medical Research unit No. 4, Great Lakes, Ill.; the Naval Medical Research 
unit No. 3, Cairo, Ill.; and the Naval Training Center, Bainbridge, Md., as 
being in their field of interest for purposes of edification in order to furnish con- 
sultative assistance to the conduct of the Navy medical research in this category, 
as well as to prevent duplication of effort. This research effort at the three Navy 
institutions is funded direct from the Bureau of Medicine and Surgery Research 
and Development appropriation to the laboratories without.reference or alloca- 
tion via the Armed Forces Epidemiological Board. The Department of Defense 
Form 791, “Joint activities support statement”’ therefore is misleading since the 
specimen before you has been deleted of a statement in paragraph 9, that will be 
found on the DD791 prepared by the Bureau of Medicine and Surgery and for- 
warded to the Armed Forces Epidemiological Board to the effect that the funds 
are not directly allocated to the Armed Forces Epidemiological Board. 


~~ . . se Ty we 
Mr. SHEPPARD. Questions on this budget activity No. 5? 


PROGRAM FUNDS 


Mr. Wiae.ieswortn. I did not understand what you said at the 
outset, Captain. I understood you indicated that there is no real 
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increase as compared with the funds made available for 1956, but you 
said that $203,467, appearing apparently as an increase in the table 
before us, was in fact for some reserve purpose, as I understood it? 

Captain Yarsrouen. The title, sir, was an appropriation reserve. 

Mr. Wicc.eswortu. Was there no appropriation reserve in the 
current fiscal year? 

Captain YarBrouGcH. None that we know of, sir, in 1956. 

Mr. WiecLeswortH. There was none in 1956? 

Captain YarsproueH. That was in 1956. 

Mr. WieeLeswortH. How much did you have for that reserve in 
1956? 

Captain YARBROUGH. $203,467. That was our share. 

Mr. WieGLeswortH. How much is there in here for 1957? 

Captain YArBRouGH. We are not aware of any that is in there as 
yet, sir. 

Mr. WicciteswortH. Then there is in fact an increase, is there not, 
of $203,467 in 1957 over and above 1956 including that reserve? 

Captain Yarsrovueu. Our original congressional appropriation for 
1956 was $4.5 million. 

In the apportionment procedure we were given only $4.5 million 
less our share of the appropriation reserve which was $203,467. | 

Mr. WiacieswortH. So the amount you are requesting is in fact 
$203,467, above the amount apportioned to you for fiscal 1956, no 
provision as yet having been made for the reserve? 

Captain YarBRouGH. Yes, sir. 

Mr. WiccLeswortH. That increase is for the purposes you have 
outlined to the chairman? 


Captain YarBrouanH. Yes, sir. 
Mr. WiccLeswortn. That is all, Mr. Chairman. 
Mr. SaHepparp. Mr. Ostertag? 
Mr. Ostrrertac. No questions. 


ARMED FORCES EPIDEMIOLOGICAL BOARD 


Mr. Suepparp. I am wondering if one of you can define for the 
benefit of the committee, where I do not recall a prior definition, as 
to what are the duties of this so-called Epidemiological Board? Is 
there anybody who can tell me about that function? I would like 
to have its composition, its total personnel, and what are their 
functions? 

Captain Yarsrouanu. Off the record. 

(Discussion held off the record.) 

Captain Yarsroucn. The Armed Forces Epidemiological Board 
operates by charter and is now composed of commissions for the study 
of various infectious diseases. 

Mr. Suepparp. Chartered by whom? 

Captain Yarsroucn. It is chartered by the Department of Defense. 

Mr. Suepparp. All right; proceed. 

Captain YarsroucH. The operation of the Board is by a principal 
guiding board, plus individual commissions, commissions being 
developed on the basis of individual disease entities to study. In fact, 
there are some commissions, for example, for the study of trauma, 
such as head injuries, and so forth. 

There is a commission for the study of liver diseases. 

There is a commission for the study of virus diseases. 
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There is a commission for the study of upper respiratory diseases, 
I do not know the exact number of commissions or their total budget 
per year. 

Off the record. 

(Discussion held off the record.) 

Mr. SHEPPARD. What is your contribution to this organization 
which you have just defined? 

Captain YarsrouaH. We are the recipient—— 

Mr. SHepparD. What is your contribution to this Board out of any 
portion of your appropriation? 

Captain YarsproueH. None, sir. 

Mr. SHepparD. In other words, as far as the Navy is concerned 
it is not a contributor to this function at all? 

Captain Yarsrovuau. That is right. 

Mr. SHEepparD. Neither by personnel or appropriation? 

Captain YarsrouenH. That is right. We do contribute in person- 
nel. We contribute one naval medical officer who acts as the execu- 
tive secretary to the Armed Forces Epidemiological Board. This is 
a rotating agreement among the three services, that each service fur- 
nishes for a term of years the executive secretary. 

Mr. SHepparD. Who scrutinizes, screens, or determines the total 
functions of this particular board? Do you know that? 

Captain Yarsrovuer. The Surgeons General of the three depart- 
ments and the Department of Defense. 

Mr. SHepparD. That is good enough because you have just told 
me that there is no money from the Bureau of Medicine and Surgery 


that is contributed directly or indirectly other than through the desig- 
nation of one person, so there is nothing in your budget of any nature 
appropriationwise which is taken there. 

Captain Yarsprouau. Off the record. 

(Discussion held off the record.) 

Mr. SHepparpb. We will pick up budget activity No. 6, gentlemen, 


1D 

reflected on page 36 of your justifications. 
Mr. Ostertaa. Off the record. 
(Discussion held off the record.) 


MILITARY SCIENCES PROGRAM 


Mr. Ostertac. Mr. Secretary, will you describe for the com- 
mittee the general nature of military sciences as listed and applied 
in the several budget activities under “Research and development.” 

Mr. Smirn. I will give you the brief description we have here. 
These appropriations are for studies of all types to acquire funda- 
mental knowledge which have application to the solution of develop- 
ment problems. This includes development of general materials, 
physical, mathematical, engineering, biological, social and military 
sciences and embraces such studies as military planning, strategy, 
tactics and operations. 

Admiral Bennett can give you some specific examples of those 
studies if you would like. 

Mr. Ostertaa. Primarily studies, are they not, Mr. Secretary? 

Mr. Smirx. That is correct. 

Mr. OstertaG. That is all. 

Mr. WiaGLeswortu. How many of those studies are involved? Are 
there many or few? 


74195—56——63 
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Admiral Bennett. A great many, sir. .Would you like me to read 
some titles? 

Mr. WiceieswortuH. No. I don’t know how voluminous the list is 
but perhaps you could leave it with the committee for examination. 

Admiral Bennett. Suppose I sample a few project names? 

Mr. SHepparp. [ am prone to object at this point and I will tell 
you why: If we are going to enter that I suggest you have a duplicate 
of the entire situation compiled and leave it with us so we can appraise 
it. 

There are many involved and there is no use talking about 1 or 2 of 
them. If we are going into that field we might as well know what is 
going on. 

Mr. WieeLteswortH. We should have the amounts involved in each 
case. 

Admiral Bennert. This is a classified document we will leave with 
you. 

Mr. Ostertaa. Off the record. 

(Discussion held off the record.) 


Civit ENGINEERING 


Bupcet Activity No. 6.—Civil engineering 





Increase (+) 
or de- 
| crease (—), 
Project 1955 actual | 1956 estimate | 1957estimate| difference 
| 1957 com- 
pared with 
1956 


Aircraft and related equipment 

Guided missiles and related equipment 

Ships and small craft and related equip- 
ment 

| Combat and support vehicle Ss and 
related equipment .- 

Artillery and other we apons sand related 
equipment 

Ammunition and related equipme ek... aie }. 

| F- 4. nt | $1, 958, 200° | $2, 016, 000 “$1, 726, 000° 

Military sciences-_.......-..--- Caaeaon 1, 200, 000 | 1, 116, 25 1, 570, 000 +453, 748 


/ 
| 
} 
| 











Obligational authority -- 3, 158, 200 3 132, 252 3, 296, 000 +163, 748 


Mr. Suepparp. We will pick up budget activity No. 6, “Civil 
engineering.” 

There are two items of $3,158,200 for 1955; estimate for 1956 was 
$3,132,252; your estimate for 1957 is $3 ,296,000, reflecting an increase 
of $163,748. 


APPROPRIATIONS, 1956, AND ESTIMATES, 1957 


I wish you would pick up these two items and give me the reason 
for the differential between 1956 and 1957. 

Commander Ktiay. They are divided into two categories—“‘Other 
equipment” and “Military sciences.” 

The decrease in other equipment is due primarily to the completion 
of the development of two units of amphibious transportation equip- 
ment and also due to the deemphasis placed on this hemyy Wipe 
amphibious equipment as a result of a change in concept of amphi 
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ious operation. These two pieces of equipment have been considered 
as being on the fringe benefit area and we are doing no further develop- 
ment work in that area. 

There is also a reduction of $165,000 in demineralization equipment, 
equipment to produce potable water from salt sea water. That 
program now is very active in the Department of the Interior and 
industry has picked it up, so the Bureau of Yards and Docks sees no 
reason for spending any more Government money in that area. 

We are active in meeting with them on committees and joining in 
their efforts for study purposes only. 

In the military sciences, this is an area which covers construction 
materials and techniques and methods which relate to construction, 
maintenance, and operation for naval shore establishments. 

Mr. SHepparpD. Before you leave that point, this particular type of 
function has been going on for quite some time, has it not? 

Commander Kuay. Yes, sir. 


BENEFITS DERIVED FROM PROGRAM 


Mr. Suepparp. As of the past fiscal year, and we will not go beyond 
that, what have you had beneficial emanating from the operation to 
which we are addressing ourselves under research, military sciences 
What benefits have you derived? 

Comimander Kuay. Sir, in the equipment, other equipments, or 
military science? 

Mr. SHepparp. Any field across the board emanating from military 


sciences? 

Commander Kiay. One of our greatest developments being adopted, 
going through its final evaluation at the present time, is the new pon- 
toon system. This is a new type of pontoon box that is used for 
assembly of causeways, pontoons, warping tugs, and equipment of 
that type. The new development 1 is going to be lighter, will eliminate 
a lot of jewelry, socalled jewelry, screws, nuts, bolts, and also a reduc- 
tion of some 20 catalog items, requiring approximate ‘ly 25 percent less 
manpower to assemble them and an overall saving of approximately 
$100 per assembled pontoon. During World War II Bureau of Yards 
and Docks procured approximately 500,000 of those pontoons. 

Mr. SuHepparp. Of various types and characters? 

Commander Kuiay. Of the various assemblies, 500,000 of the pon- 
toon boxes: $100 times 500,000 is $50 million. That would pay for 
our present research for 14 years. 

Mr. SHepparD. How do those recommendations come down to you? 

Commander Kray. They originate from the field as a: rule or from 
our other staff officers in the field, and are submitted to the Bureau of 
Yards and Docks for review and sc reening, through my Division. 
Then that is submitted to a Research Council in Bureau of Yards and 
Docks. That Council goes over the entire program and recommends 
for the Chief’s approval of the program for the coming year. That, 
then, is scrutinized by ONR for the overall Navy program; from there 
it goes to the Assistant Secretary or CNO first and then to the Assist- 
ant Secretary of Navy for Air, then to the Assistant Secretary of 
Defense and the Bureau of the Budget and finally to ‘you gentlemen. 

(Discussion off the record.) 
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MILITARY SCIENCES 


Mr. WicGLeswortuH. I note under the same heading, “Military 
sciences”’ on page 38 of the justifications, a statement is made that the 
tasks which compose this project amount to $1,570,000 and that 
these tasks include continued research in soils and foundation plans, 
erosion, corrosion, pest control, and marine organism controls among 
other things. Have we not been working in that field for years? 

Commander Kuay. Yes, sir. The marine borer investigation has 
been going on every since World War II. It has been a long task and 
a hard task. We believe that we have learned something this last 
year which we are going to pursue in the coming year. Miami 
University, for instance, has developed a tannin-fixed copper solution 
which in the past 2 or 3 years has proved that the teredo backs away 
from. We are sponsoring that portion of our project jointly with the 
other services to continue that study and see what happens. The 
marine borer life is a long one. | 

You cannot learn the effects of these toxics in one year. It takes 
several years. Incidentally, it only amounts to $24,000 this year. 

Mr. Wiceteswortx. How much of this $1,570,000, roughly, is in 
here for continued research in soils and foundation problems, erosion, 
corrosion, pest control, and marine organisms? 

Commander Ktay. In soils we have a total of $65,000. 

Mr. WiacLeswortH. Foundation problems? 

Commander Kuay. A total of $145,000, which is an increase of 
$85,000. 

Mr. WiceLeswortH. How much for erosion? 

Commander Kiay. Erosion we have none. We have dropped that 
this year. 

Mr. WiGcGLeswortH. How much for corrosion? 

Commander Kuiay. Corrosion we have $110,000. That covers also 
preservation. 

Mr. WicGLeswortH. How much for pest control? 

Commander Kuay. Pest control is about $30,000. 

Mr. WiecLeswortH. How much for marine organism control? 

Commander Kiay. $69;000. 

Mr. WiaeieswortH. That is about 20 percent of the total for the 
items referred to? 

Commander Ktiay. Close to 30. 

Mr. WiceLesworts. That is all, Mr. Chairman. 

Mr. SHepparpD. Mr. Ostertag? 


COORDINATION BETWEEN NAVY AND AGRICULTURE 


Mr. OstertaG. Right on that same point, Admiral, how about the 
Department of*Agriculture? They are involved in research in erosion 
and pest control and soil problems? 

Commander Kuay. Yes. 

Mr. OstertTaG. What do you do that they do not do? 

Commander Kuiay. We use their laboratories. We submit certain 
projects to the Department of Agriculture, the Forestry Division. 
The laboratory at Gulfport, I believe it is, is doing work for us in that 
area; termite control, for instance. Termite is one of our heavy 
enemies to construction and we support the lab with about 20 to 
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25 thousand dollars each year to assist in some jointly sponsored 
projects; both Navy and Army is interested. 

Mr. OsrertaG. There is a coordination of activities between Agri- 
culture and the Navy in connection with certain programs? 

Commander Kuay. Yes, sir. 

Mr. Ostrertac. But actually in a comparative sense the Depart- 
ment of Agriculture is carrying on extensive programs in this field 
rather than the Navy? 

Commander Kuay. Yes, sir. They are in the lead. 

Mr. OstrertaGc. You do have the benefit of their findings? 

Commander Kuay. Yes, sir. 

Mr. OstertaG. That is all. 

Mr. Sueprparp. You got quite a benefit out of that laboratory 
they have in Wisconsin on lamination about 2 or 3 years ago? 

ecinieede Kuay. Yes, sir. 

Mr. SHepparp. I understand it was very valuable. Please submit 
to the committee a list of the projects you plan to have under study 
for the fiscal year 1957 and the cost involved. 

(ONR has provided classified project listing for all budget activities. ) 


SUPPLY 


Bupeetr Activity No. 7.— Wlaniciubte 


' 
| Inc rease (+-) 
or de- 
j } | crease (—) 
Project | 1955 actual | 1956 estimate |1957estimate| difference 
| | 1957 com- 
| pared with 
1956 


| 


Aircraft and related equipment._-_- -_- ded Sucicdend 

Guided missiles and related equipment. iin 

Ships and small craft and related | 
equipment ____.- 

Combat and support vehicles and re- 
lated equipment... ___- ph 

Artillery and other weapons and Te- 
lated equipment. tena .| Hiscdetieaaa 

Ammunition and related equipment. aac - abies sshetoncenenan 

Other equipment. ae 182, 400 218, 000 233, 000 +15, 000 


| 


Military sciences 365, 100 | 492, 000 | 505, 000 +13, 000 





Obligational authority--..- 4 679, 200 798, 697 “$40, 000 | +41, 303 


Mr. SHepparpD. We will pick up the next item, activity No. 7, re- 
flected on page 41 of your justifications under the title of “Supply.” 
In your actual appropriation for 1955 you had $679,200; your 
estimate for 1956, $798,697; your estimate for 1957, $840,000. This 
reflects a plus of $41,303. 


APPROPRIATIONS, 1956, AND ESTIMATES, 1957 


I wish you would give the committee a brief general statement as 
to the differential in the figures reflected in your justifications 1956 
versus 1957. 

Mr. Moor. We requested in 1956 and it was approved for fiscal 1956 
the same amount as is shown in the 1957 column, Mr. Chairman. 
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Appropriated was $840,000. There has been reprogramed, however, 
the amount of $41,303 to other budget activities. 

Mr. SuHepparp. For example, out of what activities to what 
activities? 

Mr. Moor. The reprograming has taken place out of budget 
project 7C, out of 7G and 7H, and the reprograming went. to several 
a activities in the rest of the appropriation. 

Mr. SHepparb. Reprograming amounts were all small? 

Mr. Moor. Yes, sir. 

Mr. SuHepparp. And they had no end result of a detrimental char- 
acter on the projects to which they had been originally assigned. 

Mr. Moor. Nothing detrimental. 

Mr. SHepparp. Mr. Ostertag? 

Mr. OsrertaG. On this question of the reprograming the transfer 
is approximately the same amount as the increase over a year ago; is 
that correct? 

Mr. Moor. It is exactly the same amount, sir. 

Mr. OsterTAG. Is it not rather a coincidence that the same amount 
should be transferred that you requested? 

Mr. Moor. The reprograming was occasioned by a higher priority 
program in research. The effect of the reprograming was to defer 
certain programs under this budget activity. What we are requesting 
is restoration of the current level of those programs. 

Mr. OstrertAG. That is all, Mr. Chairman. 

Mr. Suepparp. All right. Please submit for the committee a list 
of projects you plan to have under study for fiscal year 1957 and the 
costs attached thereto. 

Thank you very much. 

(ONR has provided classified project listing for all budget activities.) 


Navat PERSONNEL 


BupGet Activity No. 8.—Naval personnel 


| tne mpane (+) 
or ae- 
| | crease (—)- 
Project | 1955 actual | 1956 estimate | 1957 estims ate| difference 
| 1957 com- 
pared with 


| 1956 


| 


Guided missiles and related equipment.| 
Ships and small craft and related equip- | 
ment. | 
Combat and support vehicles and re- | 
lated equipment F woul: 
Artillery and other weapons and relate a | 
equipment 
* | Ammunition and related equipment-_--_| = and 
+ | Other equipment 


| Military sciences. - hg 7, 200 | $529, 424 | - $670, 000 | +-$40, 576 


eee | 
Aircraft and related equipment : , | Sus 
| 





Obligational authority ---- a 3 , 200 | 529, 424 | 570, 000 | +-40, 576 
} | | 


We find reflected on page 46 of your justifications under title of 
‘Naval personnel’’ wherein your actual appropriation for 1955 was 
$437,200; in 1956, $529,424; your estimate in 1957 is $570,000. This 


reflects an increase of $40,576. 
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APPROPRIATIONS, 1956, AND ESTIMATES, 1957 


Mr. SHEPPARD. Give us a brief statement as to the reasons for the 
differential between 1956 and 1957 contemplated. 

Captain Neyman. The principal reason for the difference between 
the two programs is the necessity for increased research in morale and 
motivation. The other shifts in the budget are minor. 

Mr. SHepparD. Would you define the type of operations involved 
in morale and motivation and specifically the word ‘motivation”’ 
as you apply it? 

Captain Neyman. Morale and motivation has to do with the ob- 
taining and retaining of men in the Navy. An example of what the 
Congress has done to increase morale and motivation of the Navy is 
the increased budget for both pay and allowances for Navy men which 
amounted to $173 million in April of last year— 

Mr. SuHepparb. You boys did not do much research on that? 

Captain Nerman. No, sir; but we would like to make that money 
count and also we feel there are many other ways of improving morale 
and motivation of the Navy besides increasing their pay. 

Mr. Suepparp. How much of an operation do you have up in 
Alaska? 

Captain Neyman. I have none, sir. 

Mr. SHerparp. There is none of the morale aspect annoying you 
from that particular geographical area? 

Captain Neyman. There are naval people there and we have to do 
with naval people wherever they are. 

Mr. SHerparp. Now, would you pick up the so-called motivating 
factors that you speak of? 

Captain Neyman. The two terms, ‘‘morale” and “motivation,”’ are 
used together, sir, to indicate motivation for military services. 

Mr. SHepparp. I wish you would submit for the benefit of the 
committee a list of the projects you happen to have under study for 
fiscal year 1957 and cost thereof, please. 

(ONR has provided classified project listing for all budget activi- 
ties.) 

Captain NeYMAN. Yes, sir. 


MANPOWER REQUIREMENTS AND UTILIZATION 


Mr. WiGGLeswortu. I notice from a breakdown on page 48 you 
are requesting $190,000 for manpower requirements and utilization, 
$2,000 more than last year. Briefly, what is that work? 

Captain Neyman. This work, sir, is in connection with the Bureau’s 
need to classify both men and the jobs they are to occupy. This is 
a 1-percent increase in total funds in this particular area which will 
help us identify the requirements to man new weapons and systems 
which are constantly changing and upon which we have to do research 
to support. 

Mr. WicGLeswortH. What is the difference between that and item 
(2), “Selection and assignment of personnel,” for which you want 
$155,000, an increase of $13,000? 

Captain Neyman. The first item has to do with the billet which 
the people are to occupy. This is something like the problem of the 
peg and the hole, sir; the peg being similar to the manpower and the 
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hole being similar to the jobs that must be done. Procurement, 
selection, and assignment research is research on the peg and man- 
power requirements research is research on the hole. 

Mr. WiceGLeswortH. Why should these figures not be coming down 
rather than increasing? 

Captain Neyman. I am afraid our Navy is getting more compli- 
cated, sir. I am afraid our need for research will not diminish in 
the near future. 

Mr. WicGcieswortu. As far as procurement, selection, and assign- 
ment of personnel is concerned I have the impression that we have 
worked on that a number of years and I would think there was a 
limit to what you could do in the research field in that category. 

Mr. Smiru. I might answer that, Mr. Wigglesworth. The competi- 
tion for the type of manpower we have in the Navy today is getting 
greater and greater. Industry is continually looking for people that 
have been trained by the armed services. So that we have to study 
better methods of inducing people to stay on in the service rather than 
letting them go, once they have been trained, into industry. I think 
this is a useful expenditure. 

Mr. WiceLeswortH. | thought that was under the fourth item, 
morale and motivation, where you are asking $70,000, an increase of 
$27 ,576. 

Mr. Situ. I think, No. 1, dealing with utilization, certainly the 
way you use your men, as the captain has said, putting the peg in the 
proper hole, has a lot to do with the man’s desire to stay on in the 
service. I think selec ting and assignment of personnel and doing that 
properly, also, ends up—in other words, you try to match the man’s 
motivation with the work to be done. 

Mr. Wicc.LeswortuH. This is not selecting, this is research as to how 
you can do a better job of selection, is it not? 

Mr. SmitrH. That is correct. 

Mr. WieeLteswortu. I would think there would be a limit to that 
kind of research, but it rises from $108,000 in 1955 to $142,000 in 
1956 to $155,000 in 1957. 

Captain NeyMan. In the area of nuclear propulsion that is a new 
field in which we must use the best men we have in order to be sure 
to do the job efficiently. When the job is started and well underway, 
then the Navy must use not the best men but the average man, and 
to be able to use this average man better, particularly in an increas- 
ingly technical Navy, we have to measure each man’s unique capa- 
bilities so as to reduce training time, eliminate misassignment, and 
increase efficiency. I am afraid, sir, that what we have done so far 
is a mere beginning in what we need to do in this particular area. 

Mr. Wiae_rsworrtn. Is research helpful to selection as distinguished 
from selection, itself, is that right? 

Captain Neyman. I am not sure I know what you mean, sir. 

Mr. WieGieswortu. Is not your work under item 2 here, ‘‘Pro- 
curement, selection, and assignment of personnel,” finding ways and 
means the officer doing the selection can use that will be helpful to 
him in analyzing the individual? 

Captain Neyman. Yes, sir. 

Mr. Wiccteswortn. It still is not clear to me why we should need 
a continuing effort in that research field and why the amount should 
increase from year to year. I should think there would be a limit to 





995 


anything you could work out that would be helpful to the man that 
is going to make the selection. 

Admiral Bennett. Could I speak to that point? 

Mr. WiaGLeswortn. Yes. 

Admiral Bennett. Off the record, please. 

(Discussion off the record.) 

Mr. Wiccieswortu. I have always been skeptical of the value 
of these tests as compared with a little human judgment. I have 
nothing further, Mr. Chairman. 

Mr. SHepparpD. Mr. Ostertag? 


MORALE AND MOTIVATION 


Mr. OstertaG. The one and only project under naval personnel in 
8-H deals with military sciences. Here, I believe, we have a descrip- 
tion of military sciences. One deals with manpower requirements 
and utilization; two, procurement, selection, and assignment of per- 
sonnel; three, training and education; and, four, morale and motivation. 

Captain, I am sure that everyone will agree that the study of 
personnel matters is a continuing job in the Navy and every military 
service. As a matter of fact, it 1s a continuing job in every phase 
of our endeavor, whether it be economic or military. 

Take for example your No. 4 project, ‘“Morale and motivation,”’ 
this is not a new project as I understand it. This program has 
continued for some years. What have you found that is so revealing 
and how do you find it out? It would seem to me, that through your 
regular organizational structure from the admirals on down that 
certain developments or reactions take place before your eyes. The 
officers realize and understand and I assume they report so that by 
virtue of your own operations there must be some determination 
made without any special study at all as to what the factors are in 
the field of morale and motivation; is that not true? Or do you have 
to have a special scientific study made before you know how your 
men react; their motives and their habits? 

Captain Neyman. I would be presumptive to say that the admirals 
did not have a very good idea of what went on in the Navy. How- 
ever, I believe that their knowledge of what the individual man 
under them thinks about is a matter of communication and many 
times, while the admiral knows what his staff thinks, perhaps, and 
what the commanding officers of his ships think, there is really no 
way he can go out and ask the man on deck. In many cases in this 
field it is necessary to know on a sampling basis and in a scientific 
manner what attitudes and opinions prevail. 

Mr. OsrertaG. Perhaps this might clear, up the point I am trying 
to make. I am not taking issue with the program at all. How do 
you spend this $70,000 for morale and motivation? Who does it and 
10W is it done? 

Captain Neyman. There are several methods of doing it. We have 
a questionnaire that is attached to a regular survey made of the 
manpower in the Navy on a continuing basis, and by attaching ques- 
tions to this survey we get the answer back in a stratified manner, in 
a sampling manner. 

Mr. Ostertac. In other words, No. 4 project, ‘““Morale and moti- 
vation,” is primarily a questionnaire to the servicemen in the Navy; 
is that correct? 
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Captain NevmMan. Would you like to answer that, Dr. Dailey? 

Dr. Dairy. We have always worked on the morale and motivation 
problems of the fleet. In the past year we have concentrated pri- 
marily on the motivation problem of getting the man in the group 
and keeping him ijn, and more on the getting him in than ever before. 
We have had a great deal of emphasis on this. We have done studies 
to see how well we are doing in our recruiting, and what things are 
most effective in improving it. We have developed ways to predict 
how many recruits we are likely to get in the future and also to set 
up a situation where we can experiment with new ways of recruiting 
and measure how many extra recruits we get. We have done much 
the same thing for reenlistment in that we have worked out ways to 
measure just how well we are doing in reenlistment. We are also 
developing ways to predict the future reenlistment rate, which can be 
a valuable thing for planning. All these things were accomplished in 
addition to the straight questionnaire work. 

Mr. Ostertac. Are you speaking about the study of morale and 
motivation? 

Dr. Dartny. Yes, sir; that is right. 

Mr. Ostrertac. You have a project known as procurement, selec- 
tion, and assignment? 

Dr. Dattey. That is right, but that pertains to testing or screening 
the man and assigning him after we get him. That particular thing, 
sir—— 

Captain Neyman. This is motivation to the military service. 

Dr. Dattny. Item 4 covers the problem of getting him to say 
“T do”; the other is to test him to decide whether to accept him and 
where to send him after he says, ‘I do.” 

These tests are mostly very prosaic, a bread-and-butter sort of thing, 
used to answer questions, such as, ‘“‘Can he pass a certain school?” 
We have difficulty getting enough talent to pass certain schools like 
electronic technician or sonar man. Certain types of people have 
difficulty getting through certain types of school just like certain types 
of people have difficulty getting through college. We have a shortage 
of this talent. In recruiting we try to get as much talent as possible. 
However, what talent we get can be stretched farther by these tests 
with one older test we could qualify only so many people to top-level 
schools. On another better test we can qualify 15 percent more. 
By stretching that talent we, in effect, get more talent and we need 
all this talent for these very complex weapons systems. 

Mr. OstertaG. How do you make the tests? Is that the question- 
naire? 

Dr. Dattny. No, sir, these tests are tests of the normal sort, apti- 
tude tests given after the man says, “I do.”’ These are two separate 
problems: to get him in, and, then, to measure his talents and assign 
him. 

Mr. Ostertac. How often do you make a test on a serviceman? 

Dr. Dattny. The man is first tested to see if he qualifies for en- 
listment. He is later given additional tests to determine his school 
or job assignment. We have the continual problem of developing 
better and better tests. It is much the same problem of how to 
build an automobile radiator without copper or using less and less 
copper. It can be done, perhaps. It takes a great deal of research 
to do it. It is a matter of substitute materials. If you are going to 
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have a severe shortage of talent and still get people to do the super- 
man type of things, it demands better and better tests than anybody 
has developed to this point. 

Mr. OstertaG. That has to do with qualifications or abilities rather 
than morale and motivation; is that right? 

Dr. Dattey. That is right. They are two problems. We are 
working on them both. 

Mr. Osrertac. I have no desire of pursuing the subject further. 

Dr. Dattey. In addition to the questionnaire approach, there is 
also the problem of getting information not easily obtainable by 
questionnaire. This requires extensive interviewing to obtain and 
involves considerable technical personnel to accomplish. To get the 
real answers from these kids you have to talk to them, and really get 
acquainted with them. That cannot be done with 50 in a room with 
a questionnaire. It has to be done one at a time. That is why it 
takes considerable time and expense for such studies. 

Mr. OstrertaG. This comes under the heading of ‘‘Military Science,” 
is that right? 

Admiral Benner. Acc ording to the definition; yes, sir. 

Mr. OstertaG. Thank you admiral. That is ‘all, Mr. Chairman. 

Mr. Suxepparp. Please submit for the committee the list of projects 
you plan to have underway for fiscal year 1956 and 1957 and the value 
of each one. (ONK has provided classified project listing, 1956 and 
1957, for all budget activities.) 

Admiral Brenner. Yes, sir. 

Mr. Suepparp. Thank you, gentlemen, for appearing before the 
committee. 

Marine Corps 


Bupaet Activity No. 9.—Marine Corps 


| 

| Increase (+ 

or de- 

| | | | crease (—), 

Project | 1955 actual | 1956 estimate | 1957 estimate! difference 
1957 com 

pared with 

| 1956 


9A | Aircraft and related equipment. 0 0 0 
9B | Guided missiles and related equipment.| $75, 000 $1, 250,000 | +$1, 175, 000 
9C | Ships and small craft and related equip- 
ment_- 45, 000 0 —45, 000 
Combat and support vehicles and re- | 
lated equipment_. | 0 
Artillery and other weapons and related | 
equipment. -.- - 0 | 270, 341 0 | —270, 341 
Ammunition and related equipment. ‘ $534, 000 455, 711 650, 000 +194, 289 
Other a. pian Sie 1, 342, 000 3, 869, 659 3, 125, 000 | —744, 659 
Military sciences iets 64, 000 | 85, 000 | 50, 000 —35, 000 


30, 000 0 —30, 000 








Obligational authority__.- | 1,940,000} 4,830, 711 5,075,000 | 244, 289 





Mr. SuepparpD. This next activity is reflected on page 56 of our 
justifications, budget activity No. 9, ‘“Marine Corps.” 

I see your actual appropriation reflected for 1955 was $1,940,000; 
1956 estimate, $4,830,711; 1957 estimate, $5,075,000, and this reflects 
an increase of $244,289. I wish you would very briefly, if you will, 
please, give me the differentials by and between your 1956 and 1957 
estimates as reflected on the page. 
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Colonel Wa tron. The differential is reflected in project 9B, 
“Guided missiles and related equipment,”’ in the amount of $1,175,000; 
project 9F, “Ammunition and related equipment,’ an increase of 
$194,289, corresponding reductions in the other project line items. 


GUIDED MISSILES 


Mr. SHepparp. I wish you would tell us the relationship between 
the Marine Corps work in guided missiles and that of the other Navy 
services. 

Colonel Watton. The variation does not exist, sir. We are 
participating directly in the Navy programs and this permits the 
Marine Corps to participate in the research and development effort 
to meet a peculiar Marine Corps requirement, sir. 

Mr. SHepparp. As a part of the overall operation? 

Colonel Watton. Yes, sir. 


AMMUNITION AND RELATED EQUIPMENT 


Mr. SuHepparp. Under project 9F, what assurances can you give 
the committee that this research and development activity in the 
field of ammunition and related components is coordinated with that 
of the Department of the Army? 

Colonel Watton. All of the funding reflected in project 9F will be 
invested in the Department of Defense munitions program with the 
exception of that item which is unique and not included in the pro- 
gram, which does not meet the direct Marine Corps operational 
requirement involved, sir. 


MILITARY SERVICES 


Mr.WicGueswortH. Please furnish a list, such as the chairman 
requested as to other projects, showing the studies you contemplate 
making under 9H, “Military sciences,” and the estimated cost of each; 

Colonel Watton. Mr. Wigglesworth, we shall furnish the requested 
information, sir. 

(The following information was furnished :) 


Miuitary Sciences—9H 


NC 056002 Amphibious cargo packaging $30, 000 


A study to acquire fundamental knowledge and its anticipated application to 
the solutien of containerization problems associated with the helicopter assault 
concept of amphibious warfare. 


NC 261001 Survival and rescue techniques peculiar to amphibious 
CGI, Sitidic cerbiiets tintin onannm seceecsinnes alts phn hialeNai en $20, 000 


A study of special problems of medical significance which exist in amphibious 
operations to determine the best methods for treatment and prevention of after- 
effects of thermal burns, flash burns and shock. 

Mr. WiccieswortnH. That is all, Mr. Chairman. 

Mr. SHepparp. Mr. Ostertag? 
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GUIDED MISSILES AND RELATED EQUIPMENT 


Mr. OsrertaG. Colonel, if I understand correctly, the $1,250,000 
under project 9B, “Guided missiles and related equipment,” is an 
appropriation to the Marine Corps for that purpose. However, that 
money is distributed through the general activities of the Navy under 
that heading ‘Guided missiles and related equipment”’ as the Marine 
Corps share of the cost of such research and development. 

Colonel Watton. Yes, sir. 

Mr. Osrertaa. In other words, the Navy's appropriation for guided 
missiles and related equipment can be increased $1,250,000 by virtue 
of the Marine Corps’ share. 

Colonel Watton. Sir, I would address my answer in this manner: 
That substantively, yes, sir, but there are certain peculiar require- 
ments conditioned by the helicopter employment which require some 
modification and those, of course, must be assumed by the Marine 
Corps where that requirement is unique to our mode of warfare. 

Mr. OsrertaG. The helicopter would come under another project? 

Colonel Watton. Helicopter transportability is the expression I 
used, sir. The helicopter appropriately would come under another 
activity; yes, sir. 

Mr. Ostertac. Do you mean that you may need more money for 
the hellicopter project? 

Colonel Watton. No, sir. I could best illustrate by inviting your 
attention to the picture of the helicopter on the wall. The parameter 
established by that vehicle means where we take our guided-missile 
appliances and use that as the transport medium we must alter the 
geometry somewhat over that of the shipboard installation, to wit, 
or the vehicular installation unique to the Department of the Army. 

Mr. OstertaG: But for all intents and purposes there is $1,250,000 
for guided missiles and related procurement in’ the Marine Corps 
appropriation for this field within the Navy? 

Colonel Watton. It is the contribution within the Navy appropria- 
tion and this is not direct Marine Corps. We are in the Navy R. 
and D. funds; yes, sir. 

Mr. OstrertaGc. Thank you, Colonel; that is all, Mr. Chairman. 

Mr. SHEPPARD. Please submit for the committee a list of projects 
you plan to have under study for fiscal year 1957 and expenditures 
associated therewith. 

(ONR has provided classified project listing for all budget activities. ) 

Colonel Watton. Yes, sir. 

Mr. SHepparp. Thank you very much for the presentation, 
gentlemen. 
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Program and financing 


| 1955 actual | 1956 estimate 1957 estimate 


PROGRAM BY ACTIVITIES | 


Direct obligations (volume of obligations for service account): 
. Supply distribution system $193, 781, 105 | $187, 826, 000 
. Material control system 69, 643, 044 74, 289, 000 
3. Cataloging 14, 486, 000 
. Servicewide finance f 21, 027, 000 
. Departmental administration ' 6, 635, 000 


Total direet obligations ; 304, 263, 000 


Reimbursable obligations (volume of obligations for other 
accounts): 
1. Supply distribution system 
2. Material control system..-_-........------------ : 
5. Departmental administration 


Total obligations payable out of reimbursements 
from other accounts 


Total obligations.--..........--..- J 
FINANCING 


Comparative transfers from (—) or to other accounts... -_- -- 20, 799, 272 
Unobligated balance brought forward (anticipated reimburse- 

ments to be earned from. military assistance fund reserva- 

Ch boa dh cd kao eed - didn ebb ers buen ce dcbp baths or Us tssida , ‘ —55, 158 
Advances and reimbursements from other accounts. - J —7, 500, 000 7, 900, —5, 944, 842 
Future years’ anticipated reimbursements from current: year 

military assistance fund reservations- -- -- — 155, 158 
Unobligated balance carried forward (anticipated reimburse-_ 

ments to be earned in future years from military assistance 

fund reservations) 155, 158 8 ee 
Proposed transfer from “Ships and facilities, ee” = to | 

pay increase ae : . a | —7, 400, 000 
Unobligated balance no longer available 


Appropriation , 300, 295, 600, 000 289, 720, 000 
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Obligations by objects 


Object classification 


DEPARTMENT OF THE ARMY 
Summary of Personal Services 


Total number of permanent positions -- 
Average number of all employees. hecivet 
Number of employees at end of year. --- ---- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade_-__- 
Ungraded positions: Average salary. 


Personal service obligations: 
Permanent positions _- 
Regular pay above 52-week base - - 
Payment above basic rates 


Total personal service obligations - 


| 
| 


Direct obligations (volume of — ions for service account): 


01 
02 
03 
04 
05 
06 
07 


Personal services ---- 

Travel 

Transportation of things. _--_.-_-- 

Communication services 

Rents and utility services 

Printing and reproduction - 

Other contractual services , i 
Services performed by other agencies 

Supplies and materials 4 ie ele 

Equipment. . fats 

Refunds, aw ards and indemnities___- 

Taxes and assessments... 


08 
09 
13 


15 
Total direct obligations 


Reimbursable obligations (volume of obligations for other 
accounts): 
01 Personal services 
03 Transportation of things- 
07 Other contractual services. -- -- 
08 Supplies and materials 


Total reimbursable obligations. _--- 
Total, Department of the Navy 


DEPARTMENT OF AGRICULTURE 


Total number of permanent positions 
Average number of all employees. _...-......-.-------- ‘ 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 


Personal services: 
Permanent positions. - -- 
Regular pay above 52-week base-_-..-----..---- 4 


EE EE Eick nin cnnscdcqopeneecaseerde i 
Travel 
Transportation of things-_---- 8S a Ce ae 
ee cele « deuoenean 
Rents and utility services 
Other contractura! services.....----- 
Supplies and materials 


Total, Department of Agriculture 





TOGA) CREIRIIIA, J, « 40h bo chide niki dis so Seed es fk . 


1955 actual 


50, 720 
48, 575 
46, 575 | 


| 
| 
| 
| 


$3, 674 | 
GS+4.4 
$3, 895 


$185, 278, 624 
712, 610 
4, 632, 107 


190, 623, 31 


189, 561, 261 
1, 109, 060 | 
36, 141, 644 
2, 262, 048 
6, 698, 409 
3, 915, 849 
17, 062, 000 
27, 020, 600 
14, 549, 806 
3, 017, 487 
178, 157 | 
752, 969 


302, 269, 290 





1, 062, 080 
465, 000 


2,008,000 | 


3, 964, 920 | 


7, 500, 000 
309, 769, 290 | 


$4, 707 
GS-6.6 
$3, 739 





17, 095 
66 


1956 estimate 


47, 
46, 476 
44, 725 


$3, 947 
GS-44 


_$3, 901 | 


$182, 608, 600 | 


1957 estimate 


949 | 


| 
| $3, 969 
| GS-4.4 
$3, 926 


$174, 341, 080 


725, 900 | 


6, 214, 990 


’ 


"189, 


549, , 490 


187, 011, 490 | 


1, 
38, 
6, 
3, 


328, 500 


171, 000 
548, 000 


17, 915, 000 
28, 381, 700 
15, 192, 310 
2 


9, 000 


701, 000 


304, 213, 000 


2, 538, 000 


3, 462, 000 
8, 000, 000 
312, 213, 000 


746, 000 | 


759, 000 | 


, 450, 000 | 


2, 000, 000 | 


5, 615, 283 

| "179, 956, 363 
| 

178, 269, 363 

1, 275, 000 

34, 301, 000 

2, 081, 000 

6, 400, 000 

3, 602, 000 

17, 614, 000 

28, 037, 000 

15, 099, 637 

2, 360, 000 

9, 000 

672, 000 

289, 720, 000 


1, 687, 000 


2, 000, 000 
2, 313, 000 
6, 000, 000 
295, 720, 000 





17, 161 | 


55 | 


18, 750 | 


309, 788, 040 | 


500 


2, 500 
100 
1, 000 
2, 000 | 


312, 263, 000 | 


|-- 


295, 720, ‘000 
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Budget authorizations, expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - -_-- 

P roposed transfer from “ Ships : and facilities, Navy’ 
increases _- 

Obligated balance brought forward (appropri: ations and reim- 
bursements earned) 

Increase in prior year obligations 


| $340, 300, 000 
’ due to pay | 


| 


Reimbursements earned from prior year military assistance | 


fund reservations - - 


Total budget authorizations available from appropria- | 


tions and reimbursements earned 
Unobligated balance brought forward (anticipated reimburse- 


ments to be earned from military assistance fund reserva- | 


tions) _- 


Future years’ anticipated reimbursements from current year | 


military assistance fund reservations 
Total budget authorizations available_- 
EXPENDITURES AND BALANCES 
Expenditures— 
Out of current authorizations -- -- 
Out of prior authorizations___--- 


Total expenditures 


| 
| 
| 
| 


Obligated balance transferred to “Research and develop- 


ment, Navy” (act June 30, 1954 (68 Stat. 345)) - 


bursements earned) 


Obligated balance carried forward 1 (appropriations « and reim- | 


Balance no longer av ailable: 
U oN aiapee wane for ie eeegaion,) rs 
Other- 


Total expenditures and balance from appropriations | 


and reimbursements earned : 
Unobligated balance carried forward (anticipated reimburse- 
ments to be earned in future years from military assistance 
I RT iid Sittin deredce coedssce eee 


Total expenditures and balances-----.........-.--.-.--- 


1955 actual 


25, 585, 819 | 
2, 428, 678 | 


368, 314, 497 | 


155, 158 | 
368, 469, 655 


| $295, 600, 000 | 


| 1956 estimate | 1957 estimate 


$289, 720, 000 


7, 400, 000 |. 


31, 010, 049 


— 100, 000 


333, 910, 049 


155, 158 


334, 065, 207 


34, 010, 049 


323, 674, 891 


55, 158 





292, 412, 034 
26, 853, 863 





319, 265, 897 
390, 385 | 
31, 010, 049 





17, 212, 688 


435, 478 |_. 








368, 314, 497 


155, 158 


368, 469, 655 





334, 010, 049 


55, 158 


334, 065, 207 


Mr. SuepparD. We have before us this morning Rear Adm. Ralph 
J. Arnold, Chief of the Bureau of Supplies and Accounts. 
Have you a statement you wish to present to the committee, 


Admiral? 


Admiral Arnotp. Yes; I do, Mr. Chairman. 
We will not interrupt you 


Mr. SHeprarpD. Make your statement. 


until you have completed it. 
Admiral ARNoxp. 


Thank yowr Mr. Chairman. 


GENERAL STATEMENT OF CHIEF OF THE BUREAU OF SUPPLIES AND 


ACCOUNTS 


Mr. Chairman and members of the committee, I appreciate this 
opportunity to present and explain the programs and budget of the 
Bureau of Supplies and Accounts for fiscal year 1957. 

The programs of the Bureau of Supplies and Accounts are important 
and integral elements of the logistics system of the Navy. 


The first echelon of Navy supply is afloat. 
mobile; an example is the carrier task force. 


The fleet is highly 
We have designed the 


logistic system to assure mobility and to provide the essential afloat 


staving power which worldwide operations require. 


of combatant ships, 


The storerooms 
the supply ships, and the tankers are all vital 
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support elements of the fleet. This direct supply capability, together 
with a backup pipeline, extends the endurance capacity of Navy 
combat forces. 

Fleet mobility and endurance are completely dependent upon the 
ready availability of a wide range of afloat stocks carefully balanced 
as to depth. It is the responsibility of the Bureau of Supplies and 
Accounts to maintain these afloat stocks of material. We exercise 
control of afloat inventories through material allowance and load 
lists which are prepared and distributed by the Bureau of Supplies 
and Accounts. 

The supply pipeline of the Navy provides continuous replenishment 
of the inventories consumed by the fleet. One end of this pipeline is 
with the fleet; the other end is the industrial capacity of the country. 
There are hundreds of thousands of separate items of supply which 
flow through this common pipeline. It is the job of the Bureau of 
Supplies and Accounts to keep this complex flow of material in com- 
plete balance as to place, time, type, and quantity. 

In fiscal year 1957, the Navy is determined to improve further the 
afloat endurance capability of the fleet. We will place emphasis on 
self-maintenance of combatant vessels. We will increase mobile sup- 
port through supply ships. New and more complicated weapons and 
equipment will increase further the range of afloat stocks. The supply 
programs for fiscal year 1957 have been planned to meet this wider 
range. 

The second level of Navy supply is composed of the tidewater fleet 
support supply outlets. These coastal supply activities function as 
shore aaiek extensions of fleet storerooms. They are in the center of 
the supply pipeline, looking outward to the fleet and inward to the 
industrial capacity of the Nation. Located all over the world, they 

rovide fast and complete replenishment of fleet requirements. They 
hold the inventories received from industry and integrate the millions 
of demands, for hundreds of thousands of items, into a coordinated 
flow of material to the fleet. 

To sustain the advanced task forces located in the Far East and in 
European waters, we are expanding specific overseas supply bases. 
Aunédies program to which we will give added emphasis in fiscal year 
1957 has as its objective increasing the ready availability of parts in 
ships and speeding up of material replenishment in port. These 
objectives will be accomplished through a program of converting from 
the “‘spare parts box”’ method of stocking material on ship to a method 
of consolidated bin loading by individual items. Under this method 
all like items from all spare parts boxes will be removed, reduced in 
number, and binned for ready access. Further, replacement bins will 
be prepared in advance for rapid replenishment upon demand. This 
program which will be done at the tidewater supply outlets requires 
the turning and breakdown of spare parts boxes and the buildup of 
consolidated bin loadings. 

The Navy logistics system is integrated, for all repair parts, at the 
fleet level and also within the common supply pipeline at tidewater 
outlets. Controlling the flow of material from industry to operating 
consumer in the Navy is the function of Navy inventory managers. 
All inventory managers for repair parts and cemmon use material in 
the Navy report to the Bureau of Supplies and Accounts. They are 
responsible for maintaining item allowance lists and supply guides, 

74195—56——64 
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for requirements determination computations, for positioning of ma- 
terial, for procurement, for cataloging, and for standardization of the 
hundreds of thousands of essential supply items. 

In fiscal year 1957, the inventory managers will be placing great 
emphasis on the modernization of fleet allowance lists, fleet issue 
shipload lists, and all collateral supply guides which provide supply 
intelligence afloat. Increasing importance will be given to the pro- 
gram for standardization, which has as its objective the elimination 
of the unnecessary item of supply. Concurrently there will be con- 
tinued the program for transferring items from technical bureau 
control to the control of the specialized inventory managers. Stock 
purification programs will receive added impetus through expanded 
interservice agreements and continued disposal effort. The program 
for Federal cataloging will proceed on schedule. 

Coordination of all levels of supply is accomplished through central 
administration at the departmental level. The plans of all inventory 
managers are integrated centrally to determine overall workload, 
manpower, and fund requirements for the supply outlets. System- 
wide procedures and methods are developed for uniform application 
throughout the world. Active and continuous contact is maintained 
with supply administrators of other services and the Secretary of 
Defense. 

Supply control of inventories in the Navy is integrated closely with 
accounting control. The Bureau of Supplies and Accounts operates 
area and regional accounting offices where consolidated reports are 
prepared on material usage and inventory values. These offices pay 
dealers’ invoices, prepare and disburse civilian and military payrolls, 
and account for thousands of fund authorizations throughout the 
Navy. In addition, the Navy Finance Center, under the manage- 
ment of the Bureau of Supplies and Accounts, administers and makes 
payment for approximately 900,000 military allotment accounts. 

This budget classifies these supply and accounting programs into 
budget projects. The budget projects and the programs consist of 
over a hundered operating functions. In each function we try to 
develop and administer the most effective and most economical sys- 
tem of operation. We measure and evaluate the work being accom- 
plished within each function: We measure and evaluate the cost of 
performing work in each function. 

The development of our budget requirements consists of three 
broad steps. The first step is the determination of how much work 
we will be called upon to accomplish. The second step is the determ- 
ination of how much the current volume of work is costing. And the 
third step involves an evaluation of planned improvements in methods, 
procedures, and productivity, and the effect of such improvements in 
reducing the future cost of operations. 

To determine how much we will be called upon to accomplish, we 
conduct a continuing market analysis within the Navy. Our primary 
job is to furnish material to operating consumers in the Navy. The 
market analysis technique tells us who our customers are, what 
material they are using, and their relative future size. The customers 
of the Navy supply system are the ships, planes, and men of the Navy. 
We relate the consumption of technical ship material to the size of the 
fleet; the consumption of technical avaiation material to the size of 
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the air fleet; and the consumption of food, clothing, and medical 
material to the military strength of the Navy. Such relationships 
have proved very accurate and provide a sound method of forecasting 
future workload. As adjusted for special programs, this is the means 
by which we determine the size of our job in the budget year. 

We have comprehensive reporting systems which tell us what our 
current cost is for each function. Cost data includes total functional 
costs as well as unit costs and expenditure of manpower. It it is 
necéssary for us to determine how these current costs will vary in the 
budget year. Improvements in materials handling methods, storage 
methods and mechanized document processing are contributing factors 
in reducing cost. System procedures which change and shorten the 
supply distribution lines likewise reduce cost. Evaluation of these 
improvements results in a lesser future budget requirement. For 
fiscal year 1957 these improvements as reflected in our estimate 
result in a saving oi almost $6 million under the fiscal year 1956 
requirements. It is our intent to make this anticipated saving an 
actuality during fiscal year 1957. 

In summary, our job of supply management is getting more and 
more complicated every day. Any change in military technology 
has an immediate effect on our system. Any change in financial 
management techniques likewise affects our workload. In this con- 
nection, I have prepared a presentation on the extension of the Navy 
stock fund to new categories of material. With your permission, I 
would like to make this presentation after we have completed discus- 
sion on the annual appropriation estimate. 


VALUE AND STATUS OF INVENTORIES ON HAND 


Mr. SHEPPARD. Very well. I would like to have you comment in 
general, if you will, as to the value and status of your inventories on 
hand, as well as disposal actions you have taken or that are in progress 
of being taken. 

Admiral ArNoup. The value of Navy inventories as of December 31, 
1955, was $14,519,582,469. With a stable price index and with 
current material readiness requirements we expect that the value of 
inventory holdings will decrease during the next year and one half 
as the disposal program continues on its purification effect. 

Mr. SHepparp. I wish you would supply for the record a tabulation 
showing the value of the various inventories on hand divided:as to 
what is under your control and that under control of the various 
bureaus, setting out composition of inventories, reserves, obsolete 
items, and those in process of disposal. 
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Can you supply us with that general information? 
Admiral ArNnoLp. Yes, Mr. Chairman. 
(The information requested is as follows: ) 

Stratification of Navy inventories as of June 30, 1955 


{In millions of dollars} 


Under control of Bureau of Supplies and Accounts: 
Operating stock $1, 847. 
Mobilization reserve 1, 565. 
1, 511. 
850. 


5, 774. 


Under control of technical bureaus: 
Operating stock 2, 875. 
Mobilization reserve 5, 152. 
Economic and contingency reserve____._._._...------ 177. 
NN oi ea in i, As le A Ge ths hhc alaid 549. 


ia a aa Naa tears Soria Rae eet 8, 754. 5 
Inventories in transit, ete 417.7 


Grand total 14, 947. 0 
NAVY MATERIAL USAGE BY FISCAL YEAR 


Mr. SuHepparD. Would you supply for the record and give the com- 
mittee at the present time a general idea of the total Navy material 
usage and procurement of material by fiscal years for the past 4 years, 
please? 

Admiral ArNotp. In fiscal year 1952 we issued for use 
$2,883,131,000. In the same year we received from purchase 
$2 753,349,000. 

In 1953 we issued for use $3,036,951,000 and received from purchase 
$2 561,257,000. 

In 1954 we issued for use $3,045 million and received from purchase 
$2,906 million. 

In 1955 we issued for use $2,739 million and we received from 
purchase $2,534 million. 

Mr. SuepparpD. That does not indicate you have cut into your 
inventory very much. What is the reason for that? 

Admiral ArNoup. There are other factors which affect the inven- 
tory, Mr. Chairman. 

Mr. SuepparD. The reason for the question is because of the situa- 
tion shown on this chart. Give us the explanation, please. 

Admiral ArRNoLD. Disposals are one of the things that affect it. 
In the statement we gave you we mean actual consumption within the 
Navy and those are the figures you see before you. There are other 
factors, perhaps the largest of which is disposal. Price changes have 
an effect, also. 

In order to give you a picture of what has happened to the inven- 
tory we would have to give you a complete tabulation, which we can 
do to the extent you desire it. 

Mr. SHepparp. I think you had better have that and set that up as 
a followup behind this for continuity purposes. 

Admiral ArNoLD. We will do so. 

(The information requested is as follows:) 
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Analysis of inventory changes, fiscal year 1955 
{In millions of dollars] 
Opening inventory (June 30, 1954) 
Total increases 


Receipts from procurement 
Other receipts 


Increases due to repricing to reflect market value (net) 
Increases due to transfers without ae from other services, and 
returned from ships and overseas bas 


Total decreases 


Issues for use 
Decreases due to disposal (excluding aircraft, vessels and con- 
tractor) 
Net increase 470 


Closing inventory (June 30, 1955) - - -- . 14,947 
Note.—Excludes Marine Corps, 


Inventory rotation and turnover, fiscal year 1955 


{In millions of dollars] 


| Rotation: Turnover 


Inve analysis ; 
nventory analysis rates against— 





Peace- 
time 
| Operat- 
Economic} &ycess| Sales | Me | ing stock 


Inventory category Peace- are | | Peace 


time : 
zation | 
operat- : reserve | Operat- : 
. reserve | land mobi- 
ock , 
ing stoc ing stock lization 


j | reserve 








| | 
Navy stock fund material___| 1, 542. 268. 0| 385. 381.6) 207. 4/1, 016.7 3. 78 1.07 
Appropriation purchase | | 
account: | 
Material under inven- 
tory management of 
Bureau of Supplies and 
Accounts , 231. , 579. 2) 9. , 280. ! 343. 762. 7} 
Material under manage- 
ment of technical 




















CATALOGING PROGRAM 


Mr. AnprREws. How are you coming with the cataloging program 
and when do you expect to finish it? 

Admiral Arnotp. It will be finished at the end of calendar year 
1958, November 30 of 1958. We are on schedule now. 

Mr. AnpreEws. How long will the length of time be that you have 
worked on it? 

Admiral Arnoup. The Federal cataloging time will have taken 
about 3 or 4 years, possibly longer. We began in 1954 and we will 
finish in 1958, which would be about 4% years. 

Mr. ANDREws. What size of book will that be, Admiral? 

Admiral Arnotp. It is impossible to tell, Mr. Andrews. I should 
like to point out that the size of the book is really not an indication, 
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perhaps, of the extent of the cataloging program. In some areas, 
perhaps, there may not be a consolidated Federal catalog. If we take 
the example, perhaps, of submarine parts, there would be no point in 
having a Federal catalog for submarine parts. We would continue 
to use the Navy catalog we have now with a cross index of information 
between the two in order to avoid the additional cost of printing the 
Federal catalog for submarine parts. 

Mr. AnpreEws. Will that work be completed or will it be a con- 
tinuing project? 

Admiral Arno.p. There will be a continuing project in the sense 
that as each new item of supply comes into the system we will identify 
it. We will determine its characteristics, tabulate those charac- 
teristics, and we will submit those characteristics to the Department 
of Defense for the assignment of a Federal cataloging number. 

If that should be an item which is used widely in all three depart- 
ments, then it might be incorporated in 1 combined catalog for all 
3 services. 

If, on the other hand, it was an item used only by the Navy it 
probably never would enter a large combined catalog, although it 
would have a Federal catalog number. 


LOSSES FROM OBSOLESCENCE OR DETERIORATION 


Mr. AnprEews. How much are you losing from the inventory 
because of obsolescence or deterioration? 

Admiral ArRNoLpD. We don’t have figures, Mr. Andrews, on exactly 
how much is due to obsolescence because we put all of our material 
losses together. 

Mr. AnprReEws. What are those losses due to? 

Admiral ARNoLD. Obsolescence is one cause. Disposal is another 
cause; we do not recover as much from the sales. 

Mr. AnprEews. Why do you have sales? 

Admiral ArNoLp. Because we don’t need the material any more. 
If that material becomes excess to our needs we get rid of it even 
though we have to accept a low price. 

Mr. Anprews. Is that due to the fact that those items are over- 
stocked? 

Admiral ArNoLp. It may have been from overstocking, yes. We 
may have bought them excessively in World War II or in some cases 
in the Korean police action. It is difficult to separate the question 
of obsolescence from, let us say, long supply. 

Mr. Anprews. How often do you check your stock for bad 
materials? 

Admiral ARNoLD. You mean as to whether it is any longer required 
in the Navy? 

Mr. ANprEws. Yes. 

Admiral Arno.p. It varies between our inventory control points. 
Generally once a year, sir, that is for the purpose of determining—— 

Mr. Anprews. Is your loss from obsolescence and other reasons 
declining or increasing? 

Admiral ARNOLD. I would say it is 

Mr. Anprews. Take as of 1955 compared with 1954 and 1953. 

Admiral Arnotp. Yes. I think our loss due to obsolescence is 
declining because about a year ago we started what was called ‘“Pro- 
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gram clean sweep,” to make a thorough analysis of our stocks and go 
through them and see what items no longer were required because 
of obsolescence or long stock. 

A considerable part of that program has been completed, but the 
situation changes with regard to the program of the Navy because an 
item which was not obsolete last year may be, due to design changes 
or introduction of new equipment, obsolete this year, so we have a 
continuing program of examining our stocks and getting out the 
material which is either obsolete or in supply in excess of our needs. 

Mr. Anprews. Carrying a stock of approximately $14 billion worth 
of thousands of articles you are bound to suffer some loss. 

Admiral ARNOLD. Yes, sir. 

Mr. ANprREws. I am interested in whether or not the loss is increas- 
ing year after year or whether it will Jevel off. I would like to know 
what you are doing to insure that you will not have any losses for 
any reason, for example overbuying, incidentally, that is the basis of 
all your losses; is it not? 

Admiral ARNoLp. In the sense we buy more than we use, yes. For 
one thing in all of our buying, and this applies particularly to spare 
parts, we are examining very closely the parts we are going to buy to 
see and try to judge at the time we make the buy whether ‘those parts 
will be actually required or not, and in what quantities. 

As you can understand, the prediction of that demand is a very 
complicated thing, because in some instances these items are new and 
we have no previous experience on that particular item, although in 
many cases we may have experience with a comparable item. 

Mr. ANpREws. Over what period of time have you carried a $14- 
billion stock? You use about $3 billion a year? 

Admiral ARNoLp. Yes. 

Ever since the end of the war when we began to capitalize our 
inventories. 

Mr. Anprews. That is too big a stock, Admiral, is it not? It is 
better than 4 to 1. 

Admiral ARNoxLp. Yes, it is. We have a turnover of about 25 
percent a year. 

Mr. Anprews. Don’t you think that is too big a stock for you to 
carry? 

Admiral ArNoLp. No, sir. In the common use categories, such as 
general stores materials, fuel and provisions, we have consistently 
brought our inventory down. Where we have the ability to do so 
we have brought it down. 

We are getting, Mr. Andrews, into very expensive and complicated 
equipment, and as the equipments cost more so dv the spare parts. 

I feel so long as we have to buy those complicated equipments we 
will have to buy stock in spare parts that go with them and they will 
cost us money. 

INVENTORY CONTROLS 


Mr. SHEPPARD. One of the major factors having to do with control 
of the $14.5 billion we have been discussing w ould in my opinion be 
closely related to, first, your issuance against any w arehouse inven- 
tory; secondly, immediately after that it flows through procurement, 
so procurement is advised of depletions to the degree they do not 
overbuy. 
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Admiral Arnotp. That is right. 

Mr. SuepparpD. There is a close relationship there to take care of 
any slippage. Those communications potentials would resolve itself 
into potential expenditures which should not be effected. Isn’t that 
reasonably true? 

Admiral Arnotp. That is right, sir. In determining the amount 
of material that we are going to buy, particularly for consumable 
material, we get every 3 months from our depots and our holding 
activities in the field, an inventory report of how much we have on 
hand, how much they have issued, and how much they owe out, and 
also how much is due in. 

That report is received every 3 months by the central inventory 
manager who has the Navy inventory control of that item. 

Based on that he estimates how much he should buy for future 
consumption. 

There are a great many factors which may influence that up or down. 
For example, clothing. If we were to base our replenishment solely 
on past issues and made no allowance for the estimated recruit intake, 
or for a reduction or increase of the men in the Navy, we would be 
buying in error, either up or down. That is typical of the thing we 
must take into account when we determine how much we will buy. 
Just as a man in the mercantile business estimates sales so we have 
to apply everything we can gather which might have an influence on 
future sales. 

Mr. Suepparp. I think you will agree with the fact that he figures 
he carries between 1% and 2% percent of commonly known extremely 
slow moving items. He watches the slow moving items very care- 
fully because there is a factor in the slow mover which reflects back 
lack of necessity comparatively speaking. 

Admiral Arnotp. Yes. A factor influencing us there is that even 
in some of those slow moving items, we must keep our mobilization 
reserve against M-day. A typical example of that would be the drop 
tanks used in aviation on the ends of the wings. In normal operations 
we would use them slowly. In case of military operations we might 
need them quickly. 

Mr. SHepparp. Out of the $14.5 billion how much would you say 
is in the M-day requirement or reserve program? 

Admiral ArNoLpD. $6.72 billion. 

Mr. SuHepparp. Out of the $14.5? 

Admiral ARNOLD. Yes, sir. 

Mr. SHepparp. Out of that 6-plus billion how much do you keep 
in revolving status because of a potential shelf life? 

Admiral Arno.p. I would have to furnish that for the record, sir. 
I am not prepared to say. 

Mr. Suepparp. I think you should because to look at that $14.5 
billion in your percentage withdrawals, to the average person without 
followup explanations, it would create too much of a differential. 
They just don’t balance. You have 25 percent going out and carrying 
this percentage up here, there is some explanation required. You 
should go into that detail in your report, because if you do not it will 
create some confusion. 

(The information will be found on pp. 1006 and 1007.) 

Admiral Arnowp. I[ assure you we do carefully consider it on an 
item-by-item basis. 
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For example, paint, a short-life item, we cannot afford to carry that 
on long supply. 

On the other hand, a casting, as far as shelf life is concerned, we 
can carry it indefinitely purely from that consideration. 

Mr. SHepparD. What amount of perishables would be involved, 
I mean, those commodities literally determined as perishable in the 
M-day operation? 

Admiral ArNoLp. None. 

Mr. SuepparD. No perishables in there? 

Admiral ArNnoup. None that are highly perishable in the sense of 
only a few months shelf life. There are none at all. 

Mr. SHEepparD. How much of that 14 billion 5 would you consider 
today percentagewise might be subject to inactivation and disposition 
by declaration? 

Admiral ARNOLD. Based on the criteria we have today, sir, of the 
equipment we know will be operated in 1957 which would be necessary 
for a mobilization, it would be $1.4 billion. 

Mr. SHEpparD. That is projecting into 1957. What would be 
your experience in the past tense? This is what you are anticipating 
will occur in 1957. What has occurred prior? 

Admiral Arnoip. Through December 31, 1955, the Navy disposed 
of $2% billion worth of material and equipment. 


DECLARATION OF SURPLUS 


Mr. SHEPPARD. Once you have declared hypothetically $1 billion 


worth of surplus, how long does it take that surplus to get out of your 
inventory, off your shelves, and completely out of your cognizance? 

Admiral ArNoLp. Averages? 

Mr. SHEPPARD. Yes. 

Admiral ArNoLp. About 8 months. As the committee knows, in a 
good many of our declarations they must clear through other activities 
of the Department of Defense and the General Services Administration. 

Mr. SHEPPARD. That is a procedure mandatory in the law, of course? 

Admiral ARNOLD. Yes, sir. 

Mr. SuHepparD. Would you take the average of 8 months as 
predicated to about 55 or 60 percent in that area of getting the 
disposition effectuated through rotation in the respective departments? 
Eight months is too long. There is something wrong with that 
length of time. Somebody is not doing the job. It is not passing 
through these respective divisions as rapidly as it should. 

One item was a popular commercial requirement. It happened 
to be in that instance. It took 1 year and 4 months after you people 
had declared it before it got around and got into disposal status. 

That means the departments making the surveys are not on the 
job, or else they are taking too long to get on the job, or they cannot 
do it within a reasonable length of time. There is something wrong 
there. 

If my assumption is right, and I think it is to a degree, do we have 
a material man here from the Secretary’s office who can explain that? 

Admiral ArRNoxtp. In the Navy it is my responsibility. 

Mr. SuHepparp. Then if we have some slow spots in the Navy it 
would be well to get this thing rolling. 
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In other departments of the Government it would be their vested 
responsibility because this has to go through the chain of Government 
agencies. 

Admiral ArNoup. That is right. 

Mr. Suepparp. I would like this called to the attention of whoever 
has jurisdiction in that field. We can get that stuff out much more 
rapidly. It is one of those things where we find our departments 
are not making up their minds to say yes or no fast enough. It is 
costing us money in the warehouse operation. There is no question 
about that. 

I wish you would call it to the attention of the proper people. I 
would like an answer on this matter. 

Mr. WiacieswortH. Admiral, I understood you to say to Mr. 
Andrews that you have pulled this inventory down steadily? 

Admiral Arno.tp. In the consumable categories particularly, Mr. 
Wigglesworth. 

Mr. Wiac.Lesworru. | notice that the figure, overall navywide 
last year, was $14,477,000,000, and it seems to be somewhat higher 
rather than lower at the present time, $14,519,000,000. 

Admiral ArNoxp. Yes, sir. 

Mr. Wiace.eswortu. I did not understand why you feel you have 
to carry a 4-to-1 inventory. 


MOBILIZATION RESERVE INVENTORY 


Admiral ArNo.tp. In the main it is because we must carry, Mr. 
Wigglesworth, in our inventory, a mobilization reserve which will 
carry us through the period from M-day until production can catch 
up with consumption. 

If, for example, in the field of clothing we were to go to full mobili- 
zation tomorrow, we would have to have a stock of clothing con- 
siderably in excess of our current usage to take care of the men who 
would come into the service within the first month, the first few weeks 
after M—day. 

That is typical of the reason why we have such a slow turnover 
against the total inventory. 

This total inventory of $14-plus billion includes our mobilization 
reserve. That is the reason why our rate of turnover during peacetime 
is slow. 

Mr. Wiecieswortu. Of course you must have a mobilization re- 
serve, but the question is whether we haven’t an excess over that in 
the inventory? 

Admiral Arnoup. To the extent I indicated to you, sir, which was 
1 billion 4. 

Mr. WieGeiesworts. I was seeking light on why you need a 4-to-1 
inventory in terms of usage. I thought you told me it is because of 
the mobilization requirement, and you used clothing as an example. 

Admiral ARNOLD. Yes. 

Mr. WiaeLeswortH. My question now is this: On that assumption 
is it your opinion that we do not have an overall inventory in excess 
of what is required for that mobilization reserve? 

Admiral Arnotp. There are some items in which we do have 
deficiencies. 
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Mr. WieGLteswortuH. Are there any excesses? That is what I 
want to know. 

Admiral ArRNoLD. On the basis of the latest estimate we have, as 
I believe I said before, 1.4 billion we estimate is in excess of what 
we expect to keep. 

Mr. Wiac.teswortu. In excess? 

Admiral ARNOLD. Yes. 

Mr. Wiceieswortu. $1.4 billion is in excess? 

Admiral ARNOLD. Yes. 

Mr. WiacLeswortu. I am sorry, I didn’t understand that. 

Admiral ArRNoLD. Based on our last determination. 

Mr. Wiaciteswortu. We were told last year that the then overall 
inventory of $14,477,000,000 was expected to generate about $3 
billion worth of excess property and that you expected to be able to 
clean that up largely in 1956. Was that prediction realized? 

Admiral Arno.tp. No, it was not. We did not go as fast on that 
disposal program as we thought we would. 

Mr. Wiaaiesworts. How fast did you go and what is the situation 
confronting you right now? 

Admiral Arno.tp. Through 1957, sir, we estimate we will have 
disposed of $4.8 billion. That includes the 2.5 which I mentioned 
to you before. That would leave us 2.3 to go through between now 
and the end of fiscal 1957. 

Mr. Wiac@LeswortH. 2.5 is the estimate for 1956? 

Admiral Arnoup. No, 2.5 is what we have done throughout the 
disposal program since we began it, sir. 

Mr. WiccLeswortH. The overall of your estimate is 4.3 today and 
a year ago it was about 3 billion? 

Admiral ARNoLD. Yes, sir. 

Mr. WicGLeswortH. You have 2.3 left to do in fiscal 1957? 

Admiral ArNoLp. Between now and the end of 1957, sir, we will 
have 2.3 to do. 

Mr. WiaccieswortuH. That is what you expect to do in that period? 

Admiral ArNoLp. We will do our very best to try to clean it up 
in that period. 

Mr. Wicc.LeswortH. That is all, Mr. Chairman. 


TRANSFER OF FUNDS 


Mr. SHEPPARD. I wish you would explain the comparative transfer 
of $1,263,000 set forth on page 2 of the green sheets. 

Mr. Moor. We have a detailed statement which we can furnish for 
the record. 

(The information referred to is as follows:) 
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Appropriation servicewide supply and finance, Navy—Comparative transfers, 1957 
budget 
Transferred from— 
Naval personnel, general expenses -_---__-__..--------------- $442, 000 


Transfer of financial reponsibility of custodial maintenance 

at Firefighter School, Manchester, Wash +18, 000 
Transfer of financial responsibility of Central Industrial 

Relations Office in Great Lakes area +26, 000 
Transfer of shop stores function at naval supply depot, 

Great Lakes +41, 000 
Cost of supply department, naval station, Pearl Harbor --- +11, 000 
Transfer of financial responsibility of Forms and Publica- 

tions Supply Office +346, 000 


Ships and facilities, Navy 1, 036, 000 


Transfer of fiscal function at naval supply depot, San 

Diego — 59, 000 
Assumption of supply depot functions at naval supply 

depot, Subic Bay +1, 010, 000 
Transfer of financial responsibility for maintenance cost of 

cranes, hoists and elevators at naval supply depot, Yoko- 


+18, 000 
Transfer of financial responsibility of Forms and Publica- 
tions Supply Office + 67, 000 


Ordnance and facilities, Navy 23, 000 


Transfer of financial responsibility of Forms and Publica- 
Se I SIO cc cease t-cecbingn gut gs On spaoonaerteile + 23, 000 


Medical care, Navy_--.. 13, 000 
Transfer of financial responsibility of Forms and Publica- 


tions Supply Office +98, 000 
Traneter of medical care costs..._.-..-s.-~~-.-----<<- — 85, 000 


Civil engineering, Navy 66, 000 


Transfer of financial responsibility of Forms and Publica- 
tions Supply Office +66, 000 


Transferred to: on 
Aircraft and facilities, Navy 67, 000 


Transfer of cold storage function to Marine Corps Air 
Station, Miami — 67, 000 


Servicewide operations, Navy 


Cost of departmental salaries of Military Pay System 

Division and Accounting Numbers Section to Comp- 
troller of the Navy — 223, 000 

Assumption of civil service retirement function for Navy 
Finance Center, Cleveland — 12, 000 

Transfer of position classifiers from Navy Finance Center, 

Cleveland, to Branch Area Wage Classification Office, 
Cleveland___- — 19, 000 
+4, 000 


+1, 263, 000 


Mr. Moor. The primary reason for the comparative transfers are 
two: First, a functional transfer from the Executive Office of the 
Secretary to the Bureau of Supplies and Accounts for control of forms 
and publications within the Navy; second, the establishment of a 
supply depot in the Philippines which was previously a repair facility 
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of the Bureau of Ships and is now a supply depot. They are the 
two primary reasons. 

Mr. SHepparp. In making those transfers what occurred in the 
depreciated appropriation for which you originally made your justifi- 
cation? What has been the result of making these transfers? 

Mr. Moor. Under the comparative transfer method, Mr. Chair- 
man, the money remains in the appropriation for which it was justi- 
fied during its appropriation life. 

Mr. SHEepparD. It does when you cover the waterfront within 
your transferability. I grant that. I am just asking what happened 
to the original presentation, because when you came before the com- 
mittee in your item requirements you justified it for a specific pur- 
pose and not for transferability. e 

Mr. Moor. That is right. 

Mr. SHepparp. Now my question is directed to what happened 
in the field where you originally made the justification. Did you go 
out of business in that factor, did you have a lesser requirement, or 
what occurred? 

Mr. Moor. The answer, Mr. Chairman, is that during the period 
of the appropriation which we justified we continued that function. 
What we are requesting now is a realinement of the function for 
fiscal year 1957. During 1956 we continued those functions which 
were our responsibility and in the case of the Bureau of Ships they 
continued their Philippine responsibility, such as was budgeted for 
by them. 

Mr. SHepparpD. This is not reprograming. I fully understand that. 

Mr. Moor. That is right. 

Mr. SHepparp. However, whether it is reprograming or not, there 
is a difference of the function within confines of transferability. 

What I am trying to do is to get the relationship and change of 
policy, shifting of philosophy and procedure which might be affected 
in transferability. Obviously there has to be some there. 

Mr. Moor. That is right. 

Mr. SHepparp. What do you attribute that to? What is the firm- 
ness of your original presentation? That is all it has to do with. 

Mr. Moor. I think there is no change in our operation as compared 
with our previous justification. The function is continued. It is 
being realined to get a different management control, because as the 
function changes within the Navy then the appropriation responsibility 
changes. 

Mr. SuHepparD. Out of this you are getting more efficiency and a 
closer check on the expendable dollar? 

Mr. Moor. That is correct. 


OBLIGATED BALANCES 


Mr. Suepparp. I notice a rather steady position in the amount of 
obligated balances carried forward, $31 million in 1955, $34 million 
in 1956, $33 million in 1957, despite a rather sharp increase in total 
expenditures from $19.2 million in 1955 to $356 million and $290 
million in 1957. Give us the reason for this lack of decrease in the 
obligated balance carried forward. 

Mr. Moor. Our obligated balances stay relatively stable through- 
out the years because we are not a heavy material procurement bureau. 
Our obligated balances are composed primarily of bills of lading for 
outstanding transportation bills, ocean transportation bills, and for 
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accrued but unpaid labor. These things remain relatively stable. 
We are, however, estimating a decrease in our carried forward balance 
at the end of fiscal 1957 which is indicated on page N-9-8. The 
figure is $33,730,000. 

Mr. Suepparp. What is the status of your funds as to uncommitted, 
committed, obligated, and expended as of the most recent reporting 
dates? 

Captain MrssENHEIMER. As of January 31 our total commitments 
were $239,083,000, our obligations totaled $185,861,000, our expendi- 
tures $166,539,000. The uncommitted balances, $71,917,000. 

Mr. Sueprarp. Would you furnish for the record a tabulation 
showing breakdown of the obligated balances you estimate to be 
carried forward by budget activity as of the end of 1956 and end of 
1957? 

Captain MrssuNHEIMER. Yes, sir. 

(The information requested is as follows.) 


Obligated balances by budget activity 


End year End year 
fiscal year fiscal year 
1956 1957 


eer inn CN a Saas ae ne cacnnn nce cesnpedoncosccesl A | Se eee 
Material control _- bs eases ; £23. bid Se 15, 400, 000 ae 
Cataloging a ae ni cen tO taal cian ll 900, 000 800, 000 
Finance i a fedWadepebedennwredlgews 1, 900, 000 | 1, 900, 000 
Departmental ‘administration sidkinniinate= sae besiinmianiewdeeaiketincananae 300, 000 | 


BO i ctieipecndess bs SSL SERL Eb elise oe bd 34, 010, 049 | 33, 730, 049 


REPROGRAMING OF FUNDS 


Mr. SHepparp. I wish you would please explain the need for each 
of the reprogramings set forth in your report to the committee. 

Mr. Moor. Reprogramings as reported to your committee for this 
Bureau were for two reasons. One, a realinement occasioned by a 
change in workload, and secondly a realinement because of a func- 
tional change within our appropriation. 

Mr. SHepparD. What was the shifted workload involved? 

Mr. Moor. The workload shift was occasioned by the following 
circumstance, sir. When the President’s budget was submitted for 
fiscal 1956 it had a military strength figure included for the Navy 
which is the primary workload factor for our finance activity under 
this appropriation in payment of allotments and payment of military 
personnel, which was subsequently changed with the approval of 
your committee. That workload effect was not included in our 1956 
appropriation. Therefore, with the military change and the change 
in the workload we had to reprogram money from deferred programs 
in the other areas in order to cover this workload. 

Mr. Suepparp. And the original areas were not suffering or had 
no detrimental repercussions from the transfers; is that, generally 
speaking, correct? 

Mr. Moor. That is correct. 


JUSTIFICATION OF THE ESTIMATES 


_ Mr. Suepparp. At this point we will insert pages 2 to 5, inclusive, 
in the record. 
(Information referred to follows:) 
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JUSTIFICATION OF ESTIMATES FOR FiscaL YEAR 1957 
APPROPRIATION INTRODUCTION 


The scope of funding under “‘Servicewide supply and finance” 

This appropriation finances the cost of servicewide supply and fiscal functions 
of the Navy. The primary functions are: 

Supply distribution.—The supply distribution system of the Navy is designed 
to provide direct retail supply support to the active fleet. Under this concept, 
supply outlets of the Navy are located almost entirely at tidewater and function 
as shore-based logistic elements of the afloat operating forces. There are 50 
supply outlets and all but a few are at. tidewater locations. The servicewide 
aspect of the system results from the necessity of centrally controlling the stocks 
of material held at fleet supply outlets. Because of the mobility of the Navy, 
one characteristic of supply is the constantly shifting demand and changing 
priority of need. From the military viewpoint, it is mandatory that stocks 
held at fleet-supply outlets be centrally controlled in order that inventory levels 
may be adjusted in accordance with overall fleet operational plans. Centralized 
direction and financing of the servicewide distribution system assures such mili- 
tary responsiveness to operational need. The cost of issuing material from 
system supply outlets to support the operating forces, therefore, is funded under 
this appropriation. The consumption of material in fleet operations results in 
an inventory drawdown of stocks held at supply outlets of the system. The cost 
of receiving material for inventory replenishment in the system is financed under 
this appropriation. In addition to the cost of issuing and receiving material, 
there is the cost of holding material in storage. In a military supply system the 
inventory level of material is determined by the need for material under war con- 
ditions rather than under normal peacetime conditions. Stocks are held against 
the requirements of a mobilized combat consuming fleet and are rotated through 
normal peacetime operational use. The cost of holding these mobilization stocks 
at supply outlets of the system is financed under this appropriation. 

Material control system.—Centralized knowledge of the material consumed by 
the operating forces of the Navy is essential in making the determination as to 
future material requirements. Current usage of material on an item by item 
basis must be related to the program which causes the demand on an overall 
Navy basis. The computation of requirements for peacetime and wartime 
purposes must be accomplished centrally for each item and each category of 
material. Further, the vital supply management programs of allowance list 
determination, supply identification research, standardization, inventory rebal- 
ancing, and inventory purification must be accomplished centrally. The Navy 
material control system provides for the performance of these centralized func- 
tions. There are 13 supply demand control points organized on commodity lines 
to accomplish this responsibility. The cost of operating these offices is financed 
under this appropriation. Also included in the funding scope of the material 
control system is the cost of commercial transportation of material between 
supply outlets of the supply distribution system. Material moves within the 
system as a result of the distribution requirements of overseas outlets and as a 
result of the changing demand of continental tidewater outlets. This material 
movement is controlled, for the most part, by the supply demand control points 
and the cost of the transportation is a part of the funding under this subhead. 

Cataloging.—Item identification and the dissemination of accurate descriptions 
to all users of material is an integral part of the Navy material control system. 
This is a continuing cataloging operation. The complete change from one 
identification and description system to another is a nonrecurring job. This 
changeover is the Federal catalog conversion program which requires the use of 
new identification media at all levels of supply for all categories of material. 
The cost of both the cataloging operation and the conversion program as it 
affects the servicewide supply system is included in this appropriation. 

Servicewide finance.—Throughout the Navy, there are accounting and dis- 
bursing functions which are servicewide rather than local in nature. Such func- 
tions include the regional disbursing for dealers’ invoices, the regional consolidation 
of Navywide costs in the accounting system, the regional payment of military 
personnel and the military allotment system of the Navy. There are 59 field 
offices engaged in these functions and the operating cost of these offices is included 
in this appropriation. 

Departmental administration.—The central direction of all functions which are 
the responsibility of the Bureau of Supplies and Accounts is provided from the 
administrative organization in Washington. This management direction is 
Navywide in scope rather than being limited to the areas financed under this 
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appropriation. The Bureau of Supplies and Accounts is responsible for technical 
control of supply distribution throughout the Navy. The cost of operating the 
organization at departmental level is included in this appropriation. 


Budget assumptions for fiscal year 1957 


The requirements of each budget project in this estimate are based on author- 
itative assumptions. The Bureau of Supplies and Accounts prepares annual 
program objectives and budget assumptions which provide guidance for develop- 
ment of the annual operating plan of the Bureau. The program objectives of the 
Bureau are, in turn, based on the written objectives of the Chief of Naval Opera- 
tions and the budget instructions of the Secretary of the Navy. Throughout 
this budget estimate, within approved security limitations, the budget assumptions 
which have governed requirements are stated for each project. 


Summary of obligations by budget activity 





| | 
| Increase (+) 


or 

pe | rr decrease (—), 
1956 estimate | 1957 estimate 1957 com- 
pared with 
1956 


1955 obliga- 


Budget activity tions 


Supply distribution system $193, 781, 105 | $187, 826, 000 | $183, 284, 000 — $4, 542, 000 
Material control] system - 69, 643, 044 | 74, 289,000 | 69, 306, 000 | — 4, 983, 000 
Cataloging _ _- : 11, 752,049 | 14, 486, 000 9, 768, 000 —4, 718, 000 
Servicewide finance 20, 653, 250 | 21, 027, 000 | 20, 779, 000 — 248, 000 
Departmental administration. 6, 458, 592 6, 635, 000 | 6, 583, 000 —52, 000 
Total obligations payable from 
appropriated funds-.-- > 1 302, 288,040 | 23 304,263,000 289, 720, 000 —14, 543, 000 





| Includes net comparative transfer of —$20,799,272. 
2 Includes net comparative transfer of +$1,263,000. 
3 Includes proposed transfer from the appropriation ‘‘Ships and facilities, Navy’’ of +$7,400.000. 


Mr. WicGLeswortu. What was the other portion of the repro- 
graming? 

Mr. Moor. The other portion was occasioned by a functional re- 
alinement within our appropriation. We took the cost of operating 
the Navy Central Freight Control Offices which was budgeted under 
budget activity No. 1 last year and changed the administration to 
budget activity No. 2. It involved no change in dollars, simply a 
functional realinement. 

Mr. Wicc.ieswortu. This request contemplates a reduction in 
terms of appropriation of $6 wlilion and in terms of availability of 
about $11 million, and in terms of expenditure of about $10 million; 
is that correct? 

Mr. Moor. That is correct, sir. 

Mr. WieeieswortnH. That is all, Mr. Chairman. 


SuppLty DistrisuTIon SysTEM 


Mr. Suepparp. All right, gentlemen, we will turn to page 6 of your 
justifications, budget activity No. 1, “Supply distribution system.” 

I find your actual appropriation for 1955 was $193,781,105, and 
your estimate for 1956 reflected as $187,826,000 and for 1957 estimate 
$183,284,000. That is reflected as being a minus $4,542,000. 
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Bupeet Activiry No 1.—Supply distribution system 


| Increase (+-) 
or de- 
| crease (—), 
1957 estimate | difference, 
1957 
compared 
with 1056 


1955 actual | 1956 estimate 


Direct fleet supply support $0, 536, 4 $76, 300,000 | $73,614,000 | —$2, 686, 000 
Direct aviation supply support 15, 824, 35: 16, 633, 000 16, 163, 000 —470, 000 


Direct military personnel supply ‘sup- 34, 521, 862 35, 703, 000 34, 380, 000 —1. 323, 000 


port. | 
Material custody | 65, 745, 953 63, 838,000 | 61, 888, 000 


| 


Capital investment 3,887,400 | 3,052,000 | 2, 939, 000 


Gross obligations. - - -- 200, 516,205 | 195, 526,000 | 188, 984, 000 
Reimbursable obligations.............--| —6,735,100 | —7, 700, , 000 —5, 700, 000 | 


—1, 950, 000 
—113, 000 





—6, 542, 000 
— 2, 000, 000 





Obligations payable from appro- | 1 193, 781, 105 | 2 187, 26, 000 | 183, 284, 000 | —4, 542, 000 
priated funds. 


1 Includes net comparative transfers of +$4,596,450. 2? Includes net comparative transfers of +$976,000. 





COMPARISON OF 1956 AND 1957 ESTIMATES 

I wish you would pick up the items and give me the differentials 
and the reasons for them by and between 1956 and 1957, please. 

Admiral Arnoup. The differentials by function are on the individ- 
ual pages. This is a summary here, a recap. I believe, if you want 
it by individual items, perhaps you might prefer to take up each 
individual project covered by separate pages. 

Mr. SHeprarD. That is what I am asking you to do. You have 
1A, “Direct fleet supply support.” Pick them up. You have 1A, 
B, C and D. 

Admiral ArNoxp. 1A, a projected workload decrease of approxi- 
mately 1 percent and a projected cost of operation decrease of 3 
percent. By cost of operation we mean a cost per unit of workload. 

Mr. SHepparD. Yes. All right, next item. 

Admiral Arnotp. Next one was decrease of about 3 percent in our 
cost of operation of about a level workload. 

On 1C, projected workload decrease of 1 percent and projected cost 
of operation decrease of 3 percent. 

On 1D, reduction of projected workload, decrease of approximately 
1 percent and projected decrease in cost of operations of 3 percent. 

On 1E, lower requirements for equipment replacement amounting 
to $41,000. 

Requirements for essential improvements to physical facilities which 
are less than the comparable amounts for 1956 by $72,000. 

Mr. SHepparpD. I note you changed your programing of activities 
reflected here and I think it is beneficial, and I like it better than the 
old method. However, I find you have eliminated your former project 
of maintenance. Where has that gone; out the window or lost in the 
shuffle? 

Mr. Moor. We are requesting funds in fiscal 1957 for maintenance 
under budget project 1D, ‘Material custody.” For fiscal year 1956 
these funds. 

Mr. SHepparD. We will come to it in sequence. I had just missed 
it here. 

OBLIGATIONS BY FIELD ACTIVITY 


Please insert in the record tables similar to those shown on page 
1077 of the record last year. 
(The tables referred to follow:) 
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Mr. SHEPPARD. Questions on this item, Mr. Andrews? 
Mr. ANDREws. No, sir. 


JUSTIFICATION DATA ON BUDGET ACTIVITY 


Mr. SHEPPARD. Insert pages 8, 9, 10, 11, 13, 14, 16, 17, and 19. 
(Information referred to follows:) 


Bupeetr Activiry No. 1—Suprrty DistrisuTion System 


Prosect No. 1A—Direct fleet supply support 
Justification of Funds Requested 


Fiseal year Fiscal year Fiscal year 
1955 1956 1957 
actual planned estimated 





Material issues___- Soca 9, 487, 700 | 8, 954, 000 8, 892, 000 
Unit cost of support per material issue Bs ial $8. $8. 52 $8. 28 





| | - 
po ERE ae ee a eee og $80, 536, 837 | 76, 300,000 | $73, 614, 000 


Supply costs and functions.—Fleet supply support requires the performance 
of eight broad functions. Each of these functions is measured in terms of a 
selected work uhit and costs are collected and evaluated against each furction. 
The cost of making an individual issue as shown above is indicative of the aggregate 
support cost. The detail of this cost, function by functior, is reflected in the 
following table: 


Functional requirements for direct fleet supply support 


| Fiscal year 1955 Fiscal year 1956 | Fiscal year 1957 


Function Workload unit >| -—— 


|Workload| Funds |Workload; Funds |Workload| Funds 


Warehouse operations.| Thousand | 4,016, 284/$17, 904, 586) 3, 792, 000|$17, 026, 000) 3, 771, 000/$16, 498, 000 
tons. | | | 

Terminal] operations._.|.....do_......-_| 4, 904, 186] 12, 082,034) 4,640,000) 11, 423, 000) 4, 618, 000) 11,074, 000 
Waterfront operations. PD dissing | 3, 624, 996) 11, 884,001) 3, 439,000) 11, 310, 000) 3, 365, 000} 10, 843, 000 
Packing_-. Units | 3, 925, 732| 10, 416, 423) 3, 708, 000 9, 885, 000) 3, 684,000) 9, 595, 000 
Fueling operat ions____| Barrels_____- _ |88, 529, 480} 3, 451, 066/82, 679, 000 2, 000 |82, 263, 000} 3, 106, 000 
Stock control Line items ---_|11, 737,178} 9, 339, 410/11, 101, 000 8, 482, 000 
Movement control d | 9, 202, 460/ 11, 014, 425; 8, 679, 000) 1¢ 5 10, 014, 000 
Procurement and in- sonip oman ee 4, 444, 892) 1, 511, 000 | 4, 002, 000 

spection. 





73, 614, 000 





1955 actual oie $15, 824, 353 
1956 estimate 16, 633, 000 
1957 estimate 16, 163, 000 


Purpose and scope of work 

This project provides funds to finance the issue and receipt of material to support 
aviation operations of the fleet. Just as in the case of the ships and fleet support 
material, the shore-based supply outlets serve as extensions of afloat storage space 
to support the planes of the fleet. Material issued for direct aviation supply 
support includes technical and general aviation material and aviation fuel. 


Justification of funds requested 

The budget assumptions for fiscal year 1957.—The requirements for this project 
are based on the assumption that aviation support issues of material parallel the 
strength of operating aircraft. Navy statistics demonstrate the validity of this 
assumption. The program objectives of the Chief of Naval Operations state the 
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budget year level for operating aircraft of the Navy. With this information it is 
possible to project accurately the volume of aviation support issues and replenish- 
ments for the budget year. Overall workload data and fund requirements are 
as follows: 





| Fiscal year | Fiscal year | Fiscal year 


1957 esti- 


1955 actual | 1956 planned | mated 


rs oa a 


Material issues_____ g3 ; Oui thee 1, 797, 400 | 1, 886, 000 | 1, 886, 000 
Unit cost of support per material issue_.______. $8. 80 | $8. 82 | $8. 57 


I soveesnscigseaetepetiaediteatiiccine 
Aviation support funds bathte sivas <5 -snensesece| “$15, 824, 8 | $16, 633, 000 | $16, 163, 000 


Prosect No. 1B.—Direct aviation supply support 
JUSTIFICATION OF FUNDS REQUESTED 


Supply costs and functions.—Aviation supply support requires the performance 
of eight broad functions. Each of these functions is measured in terms of a 
selected work unit and costs are collected and evaluated against each function. 
The cost of making an individual issue as shown above is indicative of the ag- 
gregate support cost. The detail of this cost, function by function, is reflected 
in the following table: 


F wnctional noguiroments. for direct aviation supply support 


! 
a. | Fiscal year 1955 | Fiscal year 1956 Fiscal year 1957 
| | a ee ee ee . a ce te 
Function | Workload unit | eai | ick 
| | ‘ork- . : Work- . a Work- | . 
| head Funds load Funds load | Funds 


| | | 
Warehouse operations_...| Thousand 761, 123) $3, 530,052; 799, 000 (83, 730,000; 801, 000) $3, 665, 000 
| tons. 
Terminal operations___-- en akan 929, 389) 2,418,257) 977, 000! 2, 537, 000 981, 000! 2, 502, 000 
Waterfront operations._--_|.....do__...-_- 686, 970) 2, 328, 491 725, 000! 2, 462,000; 715,000} 2, 373, 000 
i a 743, 968; 1,971,152) 781,000) 2,083,000) 783,000) 2,001, 000 
Fueling operations. ......| Barrels__--..--|16, 612, 421) 649, 952/16, 575, 000; 643, 000/16, 255,000! 612, 000 
Stock control. JUl7. 2 Ai. cot 2; 224) 304! 1,818, 075| 2,339, 000) 1, 902) 000! 2, 330,000) 1, 839; 000 
Movement control. ------|----.d0.........] 1, 748, 952 2; 168, 006| 1,829, 000) 2 282, 000) 1,808, 000} 2, 210, 000 
Procurement and inspec- |_....do.........| 3038, 543 940, 368) 318, 000 994,000, 308,000, 961, 000 
tion. 
| 


.|15, 824, 353. 16, 633, 000). ae 16, 163, 000 


| 
| | ab ssé pasiaesiinalaaas 
| 
| 
| 


PRUNE... ccualaccavescensanntatat 


Prosect No. 1C.—Direct military personnel supply support 


JUSTIFICATION OF FUNDS REQUESTED 


| Fiscal year | pee ret vay 


| 
1955 actual planned estimated 





Material issues---.- - en iis 4, ae 800 4, 625, 000 4, 584, 000 
Unit cost of support per material issue. -...- : $7. 50 


Personne] support funds..-.......-.-..-- . | $34, 380, 000 


Supply costs and functions.—Personnel supply support requires the performance 
of nine broad functions. All of the functions of personnel support are measures 
in terms of selected work units and costs are collected and evaluated against each 
function. The cost of making an individual issue as shown above is indicative 
of the aggregate support cost. The detail of this cost, function by function, is 
reflected in the following table: 
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Functional requirements for direct personnel supply support 


Fiscal year 1955 


Work- 
load 


Fiscal year 1956 Fiscal year 1957 





Work- | Work- 
load | load 


| 
| Workload unit | 


Function 


Funds Funds 


| 
7 
| 
} 


I | 


Warehouse and resale | Thousand tons.| 2, 018, 335) ($7, 228, 587| 1, 958, 000)$9, 049, 000} 1, 941, 000/$8, 726, 000 

operations. 
Terminal operations--_.--|----- | 2, 464, 5401 4, 267, 243| 2, 396, 000) 4, 164. 000) 2, 377,000} 4, 045, 000 
Waterfront operations_. | 1,821, 699) 4, 874, 865) 1, 776,000) 4, 802,000) 1, 731,000) 4, 610, 000 
Packing. Sceciie aui ~~ 1, 972, 829) 5, 235, 856| 1,915,000) 5, 139,000) 1, 895,000) 4, 933, 000 
Stock control__. * ‘ | 5, 898, 379) 3, 995, 355| 5, 733, 000) 3, 896, 000) 5, 646,000) 3. 748, 000 
Movement control. __ ee ..| 4, 624, 586) 4, 383, 098) 4, 481, 000) 4, 272, 000) 4, 380,000) 4, 114, 000 
Procurement and inspec- | 804,929) 876,265) 781, 000) 856,000) 747,000) 814,000 

tion 
Household goods hand- | Shipments 128, 972| 3, 660, 393! 125, 100) 3, 525,000! 124, 100) 3, 390, 000 


Funds 
“| 








ling. | 


eens | ome L aeeeeiiadaesistens seen ff ceeermememstane | consnanessaseante 


Project totals... wane [oeennnen--[8 521, 662|..__.__ |35, 703, 000| |34, 380, 000 
| 


Prosect No. 1D—Material custody 
JUSTIFICATION OF FUNDS REQUESTED 


Material custody workload and cost.—The volume of material in store for the 
3 budget years as a result of issues and receipts is as follows: 


Fiscal year Fiscal year 
1956, 1957, 
planned estimated 


Fiscal year 
1955, actual 


Average measurement tons in store Senet tons -..- 11, 785, 000 11, 716, 000 11, 623, 000 
Cost to store per thousand tons per year - a ere $5, 58 $5. 45 $5. 32 


Material custody funds. --............--..---..-..--.-- -| $65,745,953 | $63, 838, 000 $61, 888, 000 








Supply functions and costs—Custody of material in store involves the per- 
formance of six broad functions. Each function is measured by a selected work- 
load unit and costs are collected on the same basis. Specific functional data is 
included in the following table: 


Functional requirements for materiol custody operations 


Fiscal year 1955 Fiscal year 1956 Fiscal year 1957 
Workload | Sotiris i emmnieeah 


Function unit 


Workload! Funds wosima Funds |Workload| Funds 
ciaiendagipnalaman 
| | | 
Warehouse operations.| Thousand tons_| 2, 158, 889) $10, 221, 325 2, 083, 000! $9, 924, 000) 
Preservation and | Uni 15, 035, 064| 14, 162, 152/14, 950, 000! 13, 751, 000 
maintenance of ma- | 
terial in store. | 
Physical inventory....| Line items_- 5, 563,651) 4,179, 231) 5,530,000; 4, 057, 000) 
Police and fire protec- | Ame /aaeee 196, 648, 000) 8, 884, 408/96, 519, 000! 8, 629, 000) 
tion. t). | | 
Leased tankage and 
storage. 
Maintenance and re- | Area (square 
pair of physical fa- feet). 
cilities. 
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Project No. 1E.—Capital investment 
JUSTIFICATION OF FUNDS REQUESTED 


| 
Total obligations joan (+) 
or de- 
| crease (—), 
difference, 
1957 com- 
pared with 
1956 


Description 


Pi 
| 1955 actual | 1956 estimate 1957 estimate 
} 


Materials handling equipment. - - | $716, 322 |... Le Poe .k ddaceimness 

--| Automotive equipment. net hedie 265, 458 | $561, 000 $550, 000 —$11, 000 

| Construction, maintenance, ~ heavy | 278, 632 234, 000 223, 000 —11, 000 
weight handling equipment. 

..| Railroad equipment i a ate a 

5..| Industrial batteries and rectifiers. - 37, 666 10, 000 10, 000 

Shop equipment... ._. - ‘ 172, 025 151, 000 151, 000 |... 

Mess equipment. - __. 102, 625 165, 000 165, 000 

Laboratory and testing erence ce 122, 653 250, 000 250, 000 

| Laborsaving devices... _. ae 650, 851 499, 000 | 483, 000 — 16, 000 

Other equipment... 2 ba 186, 149 | 110, 000 107, 000 —83, 000 


Oe io 0) Oe lee 





1, 980, 000 1, 939, 000 | —41, 000 


Subtotal, ear aeacenteh duce 2, 532, 381 
1, 072, 000 1, 000, 000 | —72, 000 


| Improvements. . ptt 355, 019 


Total obligations payable from 3, 887, 400 3, 052, 000 2, 939, 000 | —113, 000 
appropriated funds. 


Mr. SHepparpD. Questions upon the item, Mr. Wigglesworth? 


REDUCTIONS IN OPERATION COSTS 


Mr. WicGLeswortH. You have referred to a reduction in operation 
costs in several items involved here. Is that due to the increased 
productivity per man that we have discussed at times in the past 
or what does it reflect? 

Admiral Arnovp. It reflects several things, Mr. Wigglesworth. 
It reflects, first, changed procedures and easier ways of doing things 
which take less manpower to accomplish the same item of work. 
In some cases it includes an increased use of equipment rather than 
manpower. In other words, using what is called automation today. 

Another one is in better supervision. Just ordinarily getting more 
work out of the same man for the same amount of time. I think 
those are the three basic elements. 

Mr. WiaGieswortH. Your personnel remains at about the same 
figure, but due to these improvements you are getting better results? 

Admiral ArNnotp. The personnel has come down, sir. 

Mr. WiceieswortH. How much? 

Admiral ArNnotp. That is contained in the green sheets, sir. 

Mr. Moor. Personnel employment for 1955 to the end of 1957, 
Mr. Wigglesworth, shows a decrease of 2,800. 

Mr. WiGcGLeswortu. Give me the two figures, please. 

Mr. Moor. The figure at end of 1955 was 46,575 and for the end 
of 1957 will be 43,873. 

Mr. Wicc.eswortu. That is for the overall figures for the Bureau? 

Mr. Moor. That is ri nt, sir, under this appropriation. 

Mr. WIGGLESWORTH. C hairman, we have about 19 pages of 
detailed explanation of this ‘activity in the justifications and I do not 
think I care to ask any further questions at this time. 


MAINTENANCE AND REPAIR OF PHYSICAL FACILITIES 


Mr. Suepparp. Very well. Please refer to page 17 in the justifica- 
tions. While it is already in the record, looking over your “Mainte- 
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nance and repair of physical facilities,” I notice that you reflect 
approximately $1.4 million reduction since 1955 and a direct reflection 
of $700,000 for 1956. What do those decreases indicate here so far 
as the interpretation of the committee pertains? Is that a series of 
new buildings that do not need repair or what is happening in the 
field? 

Admiral Arno.p. It reflects principally, Mr. Chairman, what I 
would call austerity. I do not mean letting buildings and equipment 
godown. As an example of the things we would do, we would reduce 
cleaning of nonwork areas, less attention to such things as lawns and 
shrubs which we have considered in the past enough of a morale 
influence 

Mr. SHepparp. When the Office of the Secretary of Defense gets 
through with their eliminations you will not have them anyway. 
What else? 

Admiral Arnotp. Cutting down on building service, janitor service, 
a more austere program on such things as janitor service. 

Mr. SHepparD. That has to do with the beautification of the place 
and sanitation. What are you doing outside the buildings such as 
painting, and so forth? 

Admiral Arnold. We will not neglect that. We will discontinue 
some interior painting perhaps but not exterior painting. 

Mr. SHEPPARD. How current do you consider your maintenance 
program and what w ould be the backlog you will have to take care of 
in the next fiscal year? 

Admiral Arnoxp. It is negligible. 

Mr. SHepparp. How long has it been since you have made an on- 
the-spot inspection .of some of the stations under your jurisdiction? 

Admiral ArNnotp. Three months, sir. 

Mr. SHEepparD. Did you not find any of them that appeared to 
you to be in arrears in their maintenance? 

Admiral ArNo.tp. No, sir, not in the Bureau of Supplies and 
Accounts. 

Mr. Suepparp. I happened ‘to look over a few of them and I am 
going to sénd a report down to you as soon as I get time and see what 
you think of it. 

Admiral ArNno.p. I will be glad to see it. 


MATERIAL CoNTROL SYSTEM 


Bupcet Activity No. 2.—Material control austen, 





Increase (+) 
or de- 
|; crease (—), 
Project 1955 actual | 1956estimate 1957 estimate! difference, 
| | 1957 
compared 
with 1956 


Central control of inventory { 2. 157, 821 $23, 716,000 | $23, 305, 000 | —$411, 000 
Technical examination of items-__-_-.----- 11, 708, 479 12,027,000 | —11, 700, 000 | —327, 000 
Inland intra-Navy transportation. . __- 20, 077, 216 18,733,000 | 16,999,000 | —1, 760,000 
Ocean intra-Navy transportation. 15, 649, 091 17, 713, 000 15, 222,000 _ —2, 465,000 
= | Military mail transportation 715, 337 | 2, 300, 000 | 2, 280, 000 | —20, 000 


Gross obligations | 70,307,944 | 74,489,000 | 69, 506, 000 | 
| Reimbursable obligations 564, — 200, 000 — 200, 000 
| NE, 


Total obligations payable from | 
appropriated funds_--._-.--..-- 1 69, 643,044 | 774, 289,000 | 69, 306, 000 





* Includes net comparative transfers of —$25,314,822. 
2 Includes net comparative transfers of $600,000. 
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Mr. Suepparp. We will pick up the next budget activity, No. 2, 
reflected on page 20 of our justifications. 

Your appropriation actual for 1955 was $69,643,044; your estimate 
in 1956, $74,289,000; your estimate for 1957, $69, 306,000. This 
reflects minus of $4, 983 ,000. 

Pick up the subjec ts under title 2A, 2B, 2C, 2D, and 2E and give 
me the changes reflected in the differential category and explanation 
therefor. 

Admiral ArNo.p. Under 2A, projected reduction in workload of 1 
percent and projected reduction due to reduced cost of operation of 
1 percent. 

CENTRAL CONTROL OF INVENTORY 


Mr. SHepparp, We will insert pages 22 and 23 in the record per- 
taining to budget 2A. 
(Information referred to follows:) 


Prosect No. 2A—Central control of inventory 
JUSTIFICATION OF FUNDS REQUESTED 


The workload for central inventory control is expressed in terms of supply 
actions which are necessary to assure that the right material is in the right place 
at the right time. The overall workload data and fund requirements for the 3 
budget years are as follows: 


Fiscal year 


1957 esti- 
mated 


Fiscal year Fiscal year 
1955 actual | 1956 planned 


| 


Soctlanet . meetin 3 am 


Supply actions at central inventory control + pels uae nan waiee 5, 654, 066 5, 445, 000 5, 380, 000 
Cost of central control - - shsow<tdGnat wngutdnubhbn 1 $3.92 1 $4. 36 1 $4. 33 


eT NPI 664+ ncn nce neemmaiondcmniscesemel Meee $23, 716, 000 $23, 305, 000 








1 Per supply action, 


Central control costs and functions.—Central control of inventory requires 
the performance of four broad functions. Lach of these functions is measured 
in terms of a selected work unit and costs are collected and evaluated against 
each function. The cost of accomplishing an individual supply action as shown 
above is indicative of the aggregate control cost. Specific functional costs are 
shown in the following table: 


Functional requérements for central control of inve avery 


Fiscal year 1955 Fiscal year 1956 Fiscal year 1957 
Function Workload unit cae oan oe Gar ae 
| Work- | ‘. Work- _ | Work- | 
load | load Funds | load Funds 

— 


L/Items.____._|5, 654, 066|$11, 117, om 445, 000 “3, 764, 000|5 5, 380, 000! $12, 628, 000 
Actions. - \1, 062, 678] 7, 223, 290/1,035, 000} 7, 194, 000/1, 001,000! 6, 957, 000 
Documents... 743, 847 817,033] '716,000| 803,000] ' 712, 000 798, 000 
L/Items. 1, 535,993} 3,000, 220/1, 482,000} 2,955, 000/1, 465,000) 2, 922, 000 


System stock control. 

System procurement_ -- 

Traffic control_. 

System planning | “and. 
financial control. 


-| | 
ie 
fees 21, 23,716, 000) =f 23, 305, 000 


ft 
Project total. - - sof 
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Mr. SHEPPARD. Proceed with the next. 


TECHNICAL EXAMINATION OF ITEMS 


Admiral ARNoLD. On 2B, sir, combined workload and cost reduction 
of 3 percent. It is not practicable for us to make a breakdown 
between the two. 

Mr. SHEPPARD. Please insert tables on page 25 in the record. 

(Information referred to follows:) 


Prosect No. 2B—Technical examination of items 


JUSTIFICATION OF FUNDS REQUESTED 





Fiscal year | Fiscal] year Fiscal year 


7 1957 esti- 
1955 actual | 1956 planned mated 


Total items of supply controlled by supply demand control 
points | | 1, 240, 000 1, 270, 000 
Techaical cost per item of supply 68 $9. 70 $9. 21 


Fund requirements for technical examinations._.......-| 11, 708, 479 | 12, 027, 000 | ll, 700, 000 


Technical examination costs and functions.—Technical examination consists of 
two primary functions. Comparable 3-year data with workload and cost for each 
function are included in the following table: 


F wnetional pegepromanie f for technical examination 


| 
Fiscal year 1955 | Fiscal year 1956 | Fiscal year 1957 


Function Workload unit | 
Work- | Work- | 
ape load load 


| 
Work- | » 
Funds load | Funds 


| 
od 





——— | —$—_____. 


Fleet allowance and load | L/items_----- 8, 621, 040) $5, 867, 448 8, 837, 000/$6, 084, 000) 9, 052, 0085, 919, 000 
list development. | 

Standardization and pro- | Items of sup- | 2, 210, 000} 5, 841, 031 1, 240, 000) 5, 943,000) 1, 270,000) 5,781,000 
visioning. ly. | 


Project total 111, 708, 479) _- 12, 027, 000! iu. 700, 000 





Mr. SuepparD. We will now pickup project 2C. 

Admiral Arnoup. A reduction here in inland transportation 
requirements from a projected decrease in workload of 9 percent, sir. 

Mr. Suepparp. Allright. Give me the response on 2D, please. 

Admiral ArNnoup. Reduction of ocean transportation requirements 
from a projected decrease in workloads of 14 percent. 


TRANSPORTATION COSTS 


Mr. SHepparD. What is the date of the rates you used in computing 
transportation costs and how do they compare with rates in existence 
at the present time and those estimated at the end of fiscal year 1956? 

Mr. Moor. Rates included in our 1957 estimate for transportation 
are the same as those we have experienced to date for 1956. We 
anticipate no change in our ocean transportation rates as determined 
by the Military Sea Transportation Service. 

Mr. SuerrarD. How about your freight rates? 

Mr. Moor. As of March 7, sir, there has been an approved rate 
change affecting land transportation amounting to 6 percent. It is 
not reflected in this budget. 
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Mr. Suepparp. How are you going to get the money? 

Mr. Moor. That is Admiral Arnold’s question, sir. I do not think 
he has solved it yet. 

Mr. Sueprarp. It might be well to discuss it at this point, because 
apparently this is another place we will have to do some shifting to get 
our money, if you pardon the expression. I would like to see where 
you feel there is a soft spot in the budget so I can look at it with you. 

Admiral Arno.p. I feel there are not many. As a matter of fact, 
we have some unbudgeted costs in 1956 and this is one that is un- 
budgeted in 1957 and we admit that. This is a tight budget in 1957. 

r. SHEPPARD. | hope it will evidence that when the shifting is done 
next fiscal year. 
» Admiral Arnotp. As you know, when we actually get into a fiscal 
vear we find the programs shift inevitably between some of these 
things and it may be that we will be able to develop it. 

Mr. SHepparp. | wonder if you can give me a recap on how this 
additional freight rate dollarwise may influence your budget. 

Mr. Moor. We have an idea. The rate increase amounts to 6 per- 
cent, Mr. Chairman, and it is calculated to have the following effect: 

For the balance of fiscal year 1956 we estimate that the additional 
cost will amount to $400,000. For fiscal year 1957 we estimate that 
the additional cost will be $1,100,000. 

Mr. SuHepparp. That means you are going to have to look for 
$1,500,000? 

Mr. Moor. That is right. 

Mr. SuepparpD. Pretty sizable slice. 

Admiral ARNOLD. Yes, sir; it is. 

Mr. SHepparD. Where do you think you are going to get it? 

Admiral ARNOLD. Somewhere in this whole budget we will have to 
make some adjustment in program in order to take care of this, in 
order to meet that, to get that money. I do not believe we could say 
right now, sir, until we get into the fiscal year, in what area we will 
find it. 

Mr. Suepparp. Admiral, you see you are up here selling a tight 
budget and that is proper. The next question that obviously I 
would want to ask is, How tight is it? 

Mr. Moor. Admiral Arnold has stated in terms of his thinking 
that if necessary in terms of transportation, we will have to curtail 
what is normally an essential military readiness function of reposi- 
tioning our material within the system in order to have it where it 
is necessary to have it for mobilization purposes. For a temporary 
period of time to the extent that this additional cost cannot be covered 
any other way, one of the ways of covering it is simply not to reposition 
to the extent that we consider is necessary and desirable from a 
military readiness viewpoint. 

Mr. SHEPPARD. Would this particular operation fall within the 
category that I hear frequently referred to as “‘reclama-ing’’? 

Admiral Sarru. If it is found impossible by this Bureau to absorb 
the increased freight-rate costs there is the avenue of the supple- 
mental request. We will come to the Congress if we find it is im- 
possible to absorb it. We would come to the Congress next year for 
a supplemental to cover these costs. 

Mr. Suepparp. There is no source other than a supplemental? 

Admiral Smiru. There is only the source, sir, of the emergency 
funds available to the Secretary of Defense. 
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Mr. Suepparp. What money was held out of this particular budget 
by the Bureau of the Budget last year? 

Adniral Smirx. None, sir. This budget has all its money appor- 
tioned to it now, and there is a supplemental at the moment to 
increase this, 


OBLIGATIONS FOR INTRANAVY TRANSPORTATION 


Mr. WiecieswortH. Have you obligation figures or an expendi- 
ture figure for projects 2C and 2D? 

Captain MrsseNHEIMER. As of January 31 we obligated for proj- 
ects 2C and 2D. 

Mr. WiaGieswortH. Do you have them separately? 

Captain MrssENHEIMER. No, sir. We transferred this money to 
the Navy management fund and the fund pays the bills. 

Mr. WicGLeswortu. This is a lump figure? 

Captain MrssENHEIMER. Yes, sir, $24,902,000. 

Mr. WiecLeswortH. Against a total of $36,400,000, roughly? 

Captain MrssENHEIMER. That is correct, sir, 

Mr. WiceLeswortH. And you expect a reduction in item 2C of 
something like 9 percent in workload and in 2D of something like 
14 percent? 

Captain MrssENHEIMER. That is correct, sir, for 1957. 

Mr. WiceGLesworrn. | have no further questions, Mr. Chairman, 


CATALOGING 


BupGet Activity No. 3.—Cataloging 





Increase (+) 
or de- 
crease (—), 
Project | 1956 estimate 1957 estimate —, 
| 1957 
compared 
with 1956 


3A | Cataloging, and conversion of Federal | 
stock numbers. - ------ . a $11, 752, 049 | $14, 486, 5, 000 $9, 76 768, 8, 000 —$4, 718, 000 


Total obligations payable from | | 
appropriated funds-_- 111, 752,049 | 14, 486, 000 9, 768, 000 —4, 718, 000 





i Includes net comparative transfers of +-$302,000. 


Mr. SHepparp. We will pick up budget activity No. 3 reflected on 
page 32 of your justifications. 

Please give the committee a brief general statement as to the status 
of the cataloging activity, including the progress you have made and 
what remains to be done in that field. 

Admiral Arnoup. As of December 31, 1955, the Navy, Mr. Chair- 
man, is 95 percent complete on the identification phase of the Federal 
catalog program. By “identification” we mean the detailed descriptions 
of these items to the extent that a Federal number can be assigned. 
There will be a continuing job, however, in cutting over those numbers 
actually to Federal numbers and correcting our stock records. 
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CATALOGING AND CONVERSION OF FEDERAL STOCK NUMBERS 


Mr. SHEPPARD. Insert in the record at this point pages 33 and 34. 
(Information referred to follows:) 


Project No, 3A,—Cataloging, and conversion of Federal stock numbers 


Purpose and scope of work 


Within this project there are two primary functions. The first function in- 
volves the onetime job of converting Navy identified items to the Federal identi- 
fication system. The conversion program which is under Department of Defense 
direction, follows the timetable of the established conversion schedule. This 
schedule provides for the orderly conversion of all items of supply. The second 
function covers the continuous revision and refinement of existing Federal identi- 
fications, and development of item identifications for all new items entering the 
system, and the development, printing, and distribution of catalog documents. 


Justification of funds requested 


The budget assumption for fiscal year 1957.—The requirements under the first 
function of this project, that of converting to the Federal system are based on the 
conversion schedule of the Department of Defense. The requirements under the 
second function, that of continuous cataloging of existing and new items, are 
based on the number of items in the supply system. Overall item data and fund 
requirements are as follows: 


Fiscal year | Fiscal year | Fiscal year 


1956, | 1957, esti- 
1955, actual planned | mated 


Total items of supply- Sees Lgeaksee 1, 210, 000 1, 240, 000 1, 270, 000 
Unit cost of cataloging 1 $9. 71 1 $11, 68 1 $7. 69 





1 Per supply item. 


Cataloging functions and unit costs—The cost accounting system provides unit 
costs for each function of cataloging. The following table compares functions 
and costs for the budget years: 


Functional requirements for Federal cataloging 


Fiscal year 1955 | Fiscal year 1956 | Fiscal year 1957 
Function Wotan eancalbliediauns 


Work- . Work- . 5 Work- | x : 
load Funds load Funds | load Funds 


Group patterns Saas 8,462 | $700, 818 » $265, 000 6, 000 $235, 000 
Item identification , 747, 454 |6, 639, 567 5, 362,000 | 475,000 | 3, 135, 000 
Secretary of Defense ai 7 34: 
Offices for Processing 
and Coordination. 
Conversion of records....-| Records....--. 1,024, 000 |1, 300,000 | 1,000,000 
Printing, compilation | Pages. -_------ 3, 53 4, 059, 000 100, 000 | 4,055, 000 
and illustration. 
Physical con version 





Project total.......-|.....--..---.-- 


CENTRAL OFFICE FOR PROCESSING AND COORDINATION 


Mr. Suepparp. Under this activity I notice you are programing 
$1.3 million for Secrerary of Defense Offices for Processing and Coordi- 
nation. What do you mean by this function? In other words, you 
are taking out of your appropriation, funds for functions within the 
Office of the Secretary of Defense. I want to know exactly why that 
money is going over there. 

74195—56——66 
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Mr. Moor. The Central Processing Office is an office established by 
the Secretary of Defense but physically located in New York City at 
the Navy Material Catalog Office, which is an activity under manage- 
ment control of the Bureau of Supplies and Accounts. It is the func- 
tion of the Central Processing Office to maintain manufacturers’ parts 
numbers for the entire Department of Defense. Every part brought 
from every manufacturer has a manufacturers’ reference pumber and 
it is compiled and collected by this office and kept in a master file in 
order that all future procurements may be tested against this file to 
assure there is not a new number assigned to a part that already 
entered the system. This is a three-service office but financed by the 
Bureau of Supplies and Accounts. Its cost is included in our basic 
justifications. 

Admiral ArNoLp. It is a combined three-services job. The other 
services, to the best of my knowledge, have no counterpart for it. 

Mr. SHepparp. Yet there is a certain portion of the $1.3 million, 
however, that Navy is assuming on behalf of the Army and Air 
Force? 

Admiral ArNotp. That is right. 

Mr. SHEPPARD. Why are you not being compensated for it? 

Mr. Moor. I might add, for fiscal year 1958 it is our understanding 
that the Secretary of Defense plans to finance this operation with a 
joint three-service contribution so that the suggestion you are making 
is currently under study. 

Mr. SuHepparp. I wonder why it was not studied out in the first 
place. Does that emanate from a level above your ability to com- 
ment upon? 

Mr. Moor. We considered the reason it was assigned to the Navy 
is the Navy is generally considered ahead in the cataloging program 
and more able to handle it. 

Mr. SHepparp. If that is correct you will probably find other 
things where you are paying for other services. 

Mr. Moor. We have only these two. 

Mr. Suepparp. I was talking about the reasons, not the action. 
This does not contribute very much, Mr. Secretary, to the so-called 
performance budget from the identification point of view of responsi- 
bility, does it? 

Mr. Franke. I think the plan of making a contribution from each 
service in 1958 will improve the performanc e budget aspect of it. 

Mr. Suepparp. All right, questions on this activity, Mr. Andrews? 

Mr. ANDREws. Off the record. 

(Discussion off the record.) 

Mr. Sueprparp. Mr. Wigglesworth? 

Mr. WicGLeswortH. You stated, Admiral, that as far as identifi- 
cation is concerned the work is 95 percent done, but that there will 
be continuing work in conversion and so on. 

When will that work be down to a current basis? 

Admiral Arnotp. November 1958, sir. It is a program which is 
being carried on on a planned basis by all three services together. 

Mr. WiceLeswortH. Looking at the table on page 34 of your justi- 
fications, I see work for 1957 broken down into 5 items, one of which 
is $1,343,000 for Secretary of Defense Offices for Processing and 





1037 


Coordination with no indication of any workload either in the cur- 
rent year or in fiscal 1957. What is that work? 

Mr. Moor. This is the office, Mr. Wigglesworth, that the Bureau 
of Supplies and Accounts operates under direction of the Secretary of 
Defense for all three services. It is engaged in collecting and keeping 
a file of all manufacturers’ parts numbers. The reason we do not 
show a workload here is because the level of operation is directed by 
the Secretary of Defense. 

Mr. WiaeLesworta. That will be a continuing work, presumably 
indefinitely. 

Mr. Moor. It is our understanding that it will be indefinitely 
continued but under a different financing arrangement. You will 
probably see a lesser amount of money in our appropriation for fiscal 
1958 and a corresponding increase in the Army and Air Force for 
this purpose. 

ITEM IDENTIFICATION 


Mr. WiaGLeswortu. Is the item of $3,135,000 for “Item identifica- 
tion’ the only item in here for the identification of work? 

Admiral Arnoup. That is the only item in the budget for item 
identification work. 

Mr. WiaeLeswortH. That item will presumably be eliminated in 
another year? 

Admiral ArNoup. No, sir; it will not be entirely eliminated because 
new items keep coming into the system which will have to be iden- 
tified. For example, parts for new equipment which will be bought. 

Mr. WiaeLeswortu. It would presumably come down to a current 
basis? 

Admiral ARNoLD. Yes, sir; I would presume so. 


PRINTING, COMPILATION, AND ILLUSTRATION 


Mr. WiGgGLeswortH. What is included in the item of $4,055,000 
for “Printing, compilation, and illustration’’? 
Admiral AkNoLp. That is the actual printing of the catalog 


= 


sir, 
including all of the copies that must be prepared for distribution to 
all of our activities. It includes getting the catalog sheet ready to 
print, developing whatever illustrations are necessary, and making 
the distribution. 

Mr. WiaeLeswortH. How often will you print that? 

Admiral Arnoup. There is no set schedule for it. When the 
catalog will no longer hold up for practical use, we change it. 

Mr. WiIGGLESworRTH. I see that roughly you have the same amount 
of money in the last 3 years to put out a new catalog. Do you put 
out a new catalog each year? 

Admiral Arnotp. No, sir. 

Mr. Moor. The continuing workload reflects the Federal cataloging 
progress, because the development, printing, and distribution of the 
Federal catalog parallels the conversion schedule of the Federal 
catalog program, which will continue through the fiscal year 1958. 

Mr. WiaeLeswortn. I think that is all, Mr. Chairman. 





1038 


SERVICEWIDE FINANCE 


Bupcet Activity No. 4.—Servicewide finance 


| | Increase (+-) 
| or de- 
| erease (—), 
Project | 1955 actual | 1956estimate 1957 estimate | difference, 
| 1957 
| compared 
| | with 1956 


4A | Servicewide military pay system. ----_- $2,857,881 | $2,964,000 | $2,890,000 —$74, 000 
4B | Servicewide military allotment system - 4, 670, 388 | 4, 562, 000 | 4, 472, 000 —90, 000 
4C | Regional accounting and disbursing - - --| 6, 748, 754 | 6, 961, 000 | 6, 959, 000 —2, 000 
4D | Area accounting and payrolling | 6, 376, 227 6, 540, 000 | 6, 458, 000 —82, 000 


Total obligations paves from 
appropriated funds -__- 120, 653,250 | 221,027,000 20, 779, 000 —248, 000 
| | } 


1 Includes net comparative transfers of —$258,900. 
2 Includes net comparative transfers of —90,000. 


Mr. SHEPPARD. We will pick up the next budget activity, No. 4, 
reflected on page 35 of the justifications. I find from this table that 
your actual appropriation in 1955 was $20,653,250; your estimate for 
1956 was $21,027,000, and your estimate for 1957 is reflected as 
$20,779,000. This reflects a decrease of $248,000. 

Will you pick up the different items and give us a general explana- 
tion? 

SERVICEWIDE MILITARY PAY SYSTEM 


Admiral Arnoup. The reduction in project 4A results from a pro- 
jected decrease in the cost of operation of 2 percent with a level work- 
load. 

Mr. SHepparD. We will insert pages 36 and 37 of the justifications 
in the record at this point. 

(The matter above referred to is as follows:) 


Prosect No. 4a.—Servicewide military pay system 


Purpose and scope of work 

The servicewide military pay system provides centralized disbursing service 
for military personnel in assigned areas. These assigned areas are so situated 
as to provide prompt and efficient service to the military personnel. The primary 
service rendered is the payment of pay and allowances. The collateral services 
are maintenance of pay accounts and the preparation and payment of travel 
claims. Military personnel served are those of the Regular Navy and Naval 
Reserve on extended duty, Naval Reserve personnel on training duty and 
Organized Reserve personnel entitled to drill pay. 


Justification of funds requested 

The budget assumptions for fiscal year 1957.—The requirements for this project 
are based on the assumption that the workload for providing payment for mil- 
itary personnel will parallel the total strength of military personnel in a pay 
status. With this assumption it is possible to compute workload in the project 
once determination. as to military personnel in a pay status has been made. 
This figure is a part of the annual program objectives of the Chief of Naval Op- 
erations. Overall workload data and fund requirements are as follows: 





Fiscal year | Fiscal year Fiscal year 
1955 actual 1956 planned | 1957 estimated 


Average pay accounts on hand_-__- ; ; 366, 275 364, 079 362, 254 
Unit cost per year (per pay account) -_____- $7. 80 | $8.14 $7. 98 


Military pay system fund requirements. .- oie $2, 857, 881 $2, 964, 000 $2, 890, 000 


Servicewide military pay system functions and costs.—The costs of accomplishing 
servicewide military pay service are determined from the cost accounting records. 
A comparison of functions and costs for the budget years is as follows: 


Functional requirements for military pay system 


Fiscal year 1955 | Fiscal year 1956 Fiscal year 1957 
Function Workload unit 4 
Work- 

load 


Work- 
load 


W ork- 


Funds Funds ho Funds 
oad 


Military pay fiscal dis- | Dis»ursing ac- |4, 060,035 | $274, 865 |4, 036,000 | $285, 000 4, 015, 000 $278, 000 
bursing. | tions. 
Voucher disbursing | Voucher prep- | 212, 804 450,999 | 211, 500 468,000 | 210, 500 456, 000 


aration and | 


examina- | 


tions. | | 
Maintenance active-duty | Pay accounts 219, 500 1,619,042 | 21 1, 679, 000 | 217, 085 
military personnel. 
Maintenance Naval Re- do : | 146,775 512, 975 | 5, 915 532, 000 145, 169 
serve pay records. 


Projects total | 2, 857, 881 2, 964, 000 000 


Mr. Suerparp. Now pick up the next item. 
SERVICEWIDE MILITARY ALLOTMENT SYSTEM 


Admiral ArNotp. In 4B the reduction results from effecting a 
decrease in the cost of operation of 2 percent, with a comparatively 
level workload. 

Mr. SuHepparp. We will insert the tables on pages 38 and 39 of 
the justifications in the record at this point. 

(The matter above referred to is as follows: ) 


Prosect No. 4B.—Servicewide military allotment system 


1955 Actual : sake = $4, 670, 388 
1956 Estimate_____- x ; _.-. 4, 562,000 
1957 Estimate_____-_ j oe 4,472, 000 


~ | 


Fiscal year | Fiscal year | Fiscal year 
1955, actual |1956, planned) 1957,estimated 


Average allotment and bond accounts in force 958, 45 929, 967 | 922, 029 
Unit cost per year ‘ per account__| $4. 87 $4. 91 $4. 85 


Allotment system fund requirements ; $4, 670, 388 $4, 562, 000 $4, 472, 000 


Servicewide military allotment system functions and costs.—The cost of accom- 
plishing servicewide military allotment services is provided in the cost accounting 
records. A comparison of functions and costs for the budget years is as follows: 
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Fiscal year 1955 | Fiscal year 1956 Fiscal year 1957 


Function Workload unit 





Military allotment fiscal Disbursing ac- |5, 142, 499 | $197, 340 |4, 962,000 | $192,000 |4,913,000 | $187,000 


disbursing. | tions. 


| essed. 
Allotments and bonds....| Accounts in| 958, 450 |2, 495, 023 | 929, 697 2, 438,000 | 922,029 | 2,391,000 
force. 
Maintenance of reserve | Account ac-| 121, 958 | 462,874 | 118, 300 | 452,000 | 117,300 443, 000 
and retired accounts. tion. 
Processing closed pay | Pay records |2, 060, 193 636, 529 |1, 998,000 | 622,000 he 982, 000 610, 000 
records. reviewed. | | 


Pe ee 
Claims and discrepancies_| Cases proc- 96,385 | 878, 622 : 93, 500 | 858, 000 92, 700 841, 000 
| 











Project total _----0/4, 562, 000 | 4, 472, 000 
Mr. Suepparp. Pick up the next soled, 4C. 


REGIONAL ACCOUNTING AND DISBURSING 


Admiral Arnoup. In 4C, the projected decrease in cost of operation 
is 2 percent with a comparatively level workload. 

Mr. SHepparD. We will insert pages 41 and 42 of the justifications 
in the record at this point. 

(The matter above referred to is as follows:) 


Prosect No. 4C.—Regional accounting and disbursing 





Fiscal year 
1957, esti- 
mated 


Fiscal year | Fiscal year 
1955, actual | 1956, planned 


Vouchers paid for dealers’ invoices 2, 502, 043 2, 435, 000 | 2, 468,.000 
Unit cost of payment and accounting er voucher-- $2. 70 $2. 86 $2. 82 


Accounting and disbursing fund requirements --.....-- $6, 748, 754 $6, 961, 000 | $6, 959, 000 








Regional accounting and disbursing functions and costs.—The cost of accom- 
plishing regional accounting and disbursing is provided on a functional basis in 
the cost accounting records. A comparison of the functions and costs for the 
budget years is as follows: 
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Functional requirements for regional accounting and disbursing 





} 
Fiscal year 1955 | Fiscal year 1956 Fiscal year 1957 
' 


Work- | Work- 
load 


Function | Workload unit | 
| Work- | = : 
| |} Funds 


| 
load | Funds | load | Funds | 


= | 2 on — ha inane Manan — 
Regional disbursing Vouchers paid_| 2, 502, 043/$2, 750, 951} 2, 435, 000| $2, 838, 000) 2, 468, 000 $2, 837, 000 
Regional accounting EAM cards 8, 982, 749| 1, 233, 512) 8, 740,000) 1, 272,000) 8,857,000) 1, 271, 000 
Regional examination__-_- ns ex- | 2,780, 785) 1,038, 248) 2, 706,000) 1,071,000) 2, 742,000' 1,071, 000 
amined. | | 
Audit of stores return....| Documents --| 5,418,422) 647,721) 5, 272, 000 668, 000) 5,342,000 668,000 
Special audit service Verchers au- | 1,979,481, 1, 078,322) 1, 926,000) 1, 112,000) 1,951,000) 1, 112, 000 
ited. | | 


Project total -| 6, 748, 754|..........| 6, 961, 000 








6, 959, 000 





AREA ACCOUNTING AND PAYROLLING 


Mr. SuHepparp. Now explain project 4D, ‘Area accounting and 
payrolling.” 

Admiral Arnotp. In project 4D, the decrease in cost of operation is 
2 percent, again with a comparatively level workload. 

Mr. SuHepparp. We will insert pages 43 and 44 of the justifications 
in the record at this point. 

(The matter above referred to is as follows:) 


Projsect No. 4D.—Area accounting and payrolling 


1955 actual $6, 376, 227 
1956 estimate § 6, 540, 000 
1957 estimate 6, 458, 000 


Purpose and scope of work 


This project provides funds for accounting and payrolling services rendered 
naval activities by area fiscal offices. These services include preparation of pay- 
rolls and pav checks and maintenance of leave records for all civilian employees in 
the area. These fiscal offices perform accounting services for activities in the area 
consisting of cost, obligation and allotment accounting, maintenance of plant 
account records and are responsible for furnishing local managements with timely 
financial reports on their allotted funds. The fiscal office also renders financial 
accountability for stores in the accounts of supply officers in the area. 


Justification of funds requested 

The budget assumptions for fiscal year 1957.—The requirements for this project 
are based on the assumption that the workload of rendering accounting and pay- 
rolling services for the area is best measured by the number of fund accounts serv- 
iced. Fund accounts serviced by fiscal offices in general parallels Navy expendi- 
tures. With this assumption it is possible to compute workload in the project 
once determination as to the level of Navy expenditures has been made. Overall 
workload data and fund requirements are as follows: 





Fiscal year Fiscal year Fiscal year 
1955, | 1956, 1957, 
| actual planned estimated 





Fund accounts for payrolling, accounting, and reporting — { 8, 338 8, 458 
Fund requirements for area accounting and payrolling._......| $6, 37 6, $6, 540, 000 $6, 458, 000 


Area accounting and payrolling functions and costs.—The functional costs of 
accomplishing area accounting and payrolling services are provided in cost ac- 
counting records. A comparison of functions and costs in the budget years is as 
follows: 


Functional laiicttiate od for area accounting and ondhuntiied 


Fiscal year 1955 Fiscal year 1956 Fiscal year 1957 
Function Workload unit; = | | 


or Funds | 


Work- 
load 


| Funds | vend | Funds 


Payrolling_ _.___- . Personnel pay- 78, 847| $2, 009, 966; 76, 000|$2, 058, 000 74, 000) $2, 009, 000 
rolled. 

Stores and property ac- | Documents_-_-| 7,049, 723) 1, 745, 139) 6, 803, 000) 1, 788, 000) 6, 726,000) 1, 771, 000 
counting. | 

Funds, accounting and |._...do___. | 2, 157, 8 2, 621, 122] 2, 077, 000 2, 604, 000) 2, 064, 000) 2, 678, 000 
reporting. | |“ 

Project totals _~. _- ini i -| 6,376, " 


6, 540, 000)..........| 6, 458, 000 


FUND ACCOUNTS FOR PAYROLLING, ACCOUNTING AND REPORTING 


Mr. SHepparpD. What is the basis for the rather slight increase in 
“Fund accounts for payrolling, accounting, and reporting” as shown 
on page 43 of the justifications? 

Mr. Moor. That results from what has happened in the Navy 
accounting system and reflects a generally tighter control of funds 
throughout the Navy. As a consequence, our fiscal offices in the 
field find they are maintaining a greater number of fund accounts. 
We are adjusting those in this budget to the workload indicated. 
The detail of the workload measure indices are shown on the next 
page and there the workload indicators are the number of people 
we have to pay, the amount of Navy expenditures we have to keep 
account of, and the value of Navy inventories that we have the stores 
return for, where we are predicting a slight decrease. 

Mr. Suepparp. How does this increase which is reflected in fund 
accounts for payrolling, accounting, and reporting tie in with the 
workload in each activity reflected on page 44? What is the 
relationship? 

Mr. Moor. The relationship is this: Part of the decrease shown 
on page 44 was decreased workload resulting from a lesser number 
of people to pay, a slight decrease in the total expenditures, but all 
within the framework of this funds accounting and reporting. This, 
of course, became of increasing concern to us, that the accounting 
was somewhat increasing while the extent of the total workload 
‘should decrease. 

Mr. SHepparp. In other words, am I to interpret from your state- 
ment that we are getting an increase in the paperwork to accomplish 
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the end result which you have referred to? Would that be a logical 
conclusion, or an illogical conclusion? 

Mr. Moor. We would not phrase it that way. We would say that 
tighter accounting control in the Navy is resulting in more fund 
accounts in the Navy. I think that normally follows from manage- 
ment refinement. As you want to find out more about your costs, 
it is necessary to break the fund accounts down to a greater degree. 

Mr. SHEPPARD. Does that have some reflection on the personnel 
requirement? 

Mr. Moor. Yes, sir, it does; but in this instance, with the normal 
productivity increase that we are achieving in our fiscal offices, it is 
not resulting by and large in less people; it is resulting in those man- 
years we are saving doing a broader, deeper type of work. In other 
words, it is getting more work with the same number of people. 

Mr. SHepparp. Are there any questions on this budget activity? 


LOSSES FROM EXCHANGE OF FOREIGN CURRENCY 


Mr. AnprEews. Admiral, you state on page 38 that 

Included under this project is an estimate of funds to cover losses in the ac- 
counts of Navy disbursing officers arising from exchange of foreign curreucy and 
acceptance of counterfeit currency, 

What do you mean by that? 

Admiral ArNoLp. If it becomes necessary, in the exchange of 
foreign currency sometimes the disbursing officer buys foreign cur- 
rency and, in case he has to change it back, sometimes there is a loss 
in the exchange and he musi take the loss. 

Mr. Anprews. Do you find much counterfeit currency? 

Admiral ARNoLD. No, sir. 

Mr. Moor. The rate of loss in this particular account averages 
from $3,000 to $7,000 a vear. 

Mr. Anprews. Do vou still give the man a $2 bill when you pay 
him off with currency? I know I got quite a few of them when I was 
in the service. What is the reason for that $2 bill? 

Admiral ArNoxp. It decreases the bulk. If he had to carry it 
all in $1 bills, he would have to carry a bigger volume, and it is quicker 
to pay off with the bigger bills you can use. 

Mr. ANpREws. But you only get one $2 bill; is that right? If you 
pay him off in cash, my remembrance was you always got one $2 bill. 
I have often wondered why the Navy and only the Navy, so far as I 
know, used that one $2 bill. 

Admiral Arnoup. Usually these people are anxious to get the 
payday over with in a hurry and anything the disbursing man can do 
to step that up they are glad to do and, if he can get them paid off 
faster by giving them a $2 bill, he will do it. 

Mr. AnpreEws. But is it not kind of an unwritten law to give the 
man one $2 bill? 

Admiral Arnotp. Not to the best of my knowledge. 

Mr. Anprews. While I was in the Navy, I tried to find out why 
they used the $2 bill, and I was unable to do so, and even now I am 
unable from the Chief of the Bureau of Supplies and Accounts to find 
out why you use the $2 bill. 
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Mr. WiceieswortH. What is your most recent obligation figure 
against the $21,027,000 which you expect to spend this year? 

Captain MessenHEIMER. The total obligations were $12,622,000. 

Mr. WieeLteswortH. As of what date? 

Captain MressennErmer. As of January 31. 

Mr. Wiae.tesworta. That is all, Mr. Chairman. 


DEPARTMENTAL ADMINISTRATION 


Buveet Activity No. 5.—Departmental administration 


Increase (+-) 
or de- 
crease (—), 
Project | 1955 actual | 1956 estimate | 1957 estimate | difference, 
1957 
| compared 
| with 1956 


5A | Personal services.......................| $68, 782,732 $6, 003, 000 $5, 951, 000 

5B | Other costs Sena 775, 860 732, 000 32, 000 
Gross obligations.-............... 6, 558, 592 6, 735, 000 

Reimbursable obligations — 100, 000 — 100, 000 | 


Total obligations payable from | 
appropriated funds-__.........-- 16,458,592 | 26, 635,000 





| 


! Includes net comparative transfers of —$124,000. 
2 Includes net comparative transfers of —$223,000 


Mr. SHepparp. Pick up budget activity No. 5, “Departmental 
administration,’ which appears on page 45 of the justifications. 

This table shows your actual appropriation in 1955 was $6,458,592; 
your estimate in 1956 was $6,635,000, and your estimate for 1957 is 
$6,583,000, which reflects a decrease of $52,000. 

I wish you would give the same general explanation as you have 
given for the other activities. 

Admiral Arnotp. The reason for the decrease is in the projected 
improvement of methods and procedures. In this particular area, it 
is difficult to establish any workload decrease, because the work is 
so varied. 

PERSONAL SERVICES 


Mr. SHEPPARD. We will insert in the record the tables on pages 47 
and 48 of the justifications. 
(The matter above referred to is as follows:) 


Prosect No. 5A.—Personal services 


JUSTIFICATION OF FUNDS REQUESTFD 





| 
1955 actual 1956 estimate 1957 estimate 


Man- | | } Man- 
years | years 


Amount 


Servicewide supply functions | $3, 775 | $3,771,000 
Servicewide finance functions- --- --- | 2, 285 | 453 , 448 2, 180, 000 


1, 223 5, 951, 000 
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Prosect No. 5B.—Other costs 





| 1955 Actual |1956 Estimate|1057 Estimate 


Servicewide supply functions. - -.--- 5 commis $534, 585 $511, 000 $511, 000 
Servicewide finance functions 241, 275 221, 000 | 221, 000 


ls nee siiccichiiariaincas 775, 860 | 732, 000 732, 000 





AVERAGE CIVILIAN EMPLOYMENT BY BUDGET ACTIVITY 


Mr. SHepparp. We would also like the usual personnel tables that 
heretofore have been presented to the committee. 

Mr. Moor. Yes, sir. 

(The tables are as follows: ) 
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Navy Srocx Funp 


Mr. SHepparD. Now I believe you have some charts here that have 
to do with this Navy stock fund? 

Admiral ARNOLD. Yes, we do. 

Mr. SHEPPARD. You may proceed with the presentation. 

Commander Futuer. This presentation will show 

1. Why we need a stock fund. 
. How the stock fund works. 
. How Congress controls the stock fund. 
. What the stock fund has done for the Navy. 
5. What extension to other material areas will do. 

1. Why do we need a stock fund? 

Before we had a stock fund, all supplies were bought directly from 
the bureaus’ annual appropriations. 

Each bureau independently bought hand tools, lumber, paint, metal 
bars, and shapes, and other consumable supplies to carry on the work 
for which it was responsible. 

When these materials were received in ships and stations, they were 
stored separately according to the appropriation of the Bureau which 
had paid for them. Thus, the same material would be carried in 
several storerooms. 

All this resulted in unnecessary duplication of purchasing, duplica- 
tion of storage and records. 

The Navy proposed the stock fund to correct this situation, and 
in 1893 Congress granted $200,000 for this purpose. 

The initial stock-fund grant by Congress provided money to buy the 
hand tools, lumber, metals, and other everyday consumables for 
eventual use by any ship or station department. 

2. How does the stock fund work? 

The basic idea is simple. 

To begin with, the cash in the stock fund does not have a time 
limit as to when it must be obligated or expended. 

The money in the stock fund pays bills for certain kinds of supplies. 

These supplies are placed in “central’’ storerooms throughout the 
Navy, in anticipation of the daily needs of our workers and sailors. 

At any given moment, we have these principal assets: Cash (a 
credit in the treasury), inventories of supplies. 

A ship or station department head “‘pays’’ for stock-fund supplies 
which he draws from the central storeroom for use. This is how he 
does it: 

The Navy bureaus give allotments of their annual appropriations to 
ships and shore stations to spend for day-to-day operations. 

The commanding officer sets up a quarterly budget for each de- 
partment. 

The budget provides money for stock-fund supplies. 

For example— 

The gunnery officer of a ship budgets for the maintenance of bis 
part of the ship. 

In a large aircraft carrier, his budget is about $6,000 a quarter. 
The gunnery officer and his assistants plan the spending of this 
money to get the most out of it. 

They earmark so much for paint, so much for rope and cordage, so 
much for lumber and hardware for boat maintenance, so much for 
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replacement of old life jackets, and so on, arranged in the order of 
importance to their ship. 

Then, during the quarter they watch the spending critically to be 
sure the money will last. 

When the gunnery department needs paint, or lumber, or any other 
stock fund article, one of these officers writes an order slip, which asks 
for the article; tells the accounting officer to charge the department 
budget; transfers the money value of the article from the appropriation 
to the stock fund. 

The stock fund is a revolving fund. It spends for purchases, and it 
is replenished by payments from annual appropriations. 

The stock fund is a big operation. 

The assets: Cash and inventory in the stock fund are worth $2 
billion. 

There are 235,000 different supply items in the stock-fund inventory. 

The management of the stock-fund operation requires mastery of 
many details. 

For example: 

Supplies are damaged in storms, transfers between ships at sea, 
other accidents. 

In time, the replacement of these could reduce the buying power of 
the fund. 

We “self-insure”’ against accidental losses through a system of 
standard prices. 

Each standard price includes a calculation for this kind of loss. 
This “‘surcharge’’ provides enough input of cash to pay for replacement 
of accidental losses. 

Or, another example: 

We transfer new categories of supplies to stock-fund operations 
from time to time. 

We have to do this without disturbing the flow of supplies to the 
fleet, and without upsetting the financial planning of the bureaus. 

When we transfer a category of supplies to the stock fund, this is 
what happens: 

The former ‘“‘owner’’ of the supplies gives up the stocks he bought 
with the annual appropriations of past years nearly always without 
reimbursement from stock fund cash. 

He has to budget thereafter only to meet day-to-day consumption. 

The stock fund is a very effective way to finance military supplies. 

Is there a way to control it? 

Yes; through congressional review. 

3. How does Congress review the Navy stock fund? 

Each year the Navy reports the details of the past year’s stock- 
fund operation. Each year the Navy prepares a plan for the coming 
fiscal year’s operation. These reports cover all aspects of the cash 
transactions and of the inventories bought by the stock fund. 

Congress studies these reports to see if the Navy is running the 
stock fund properly. 

Before Congress examines this data, it is reviewed critically by the 
Chief of the Bureau of Supplies and Accounts, the Navy Comptroller, 
the Department of Defense Comptroller, the Bureau of the Budget. 

Sometimes the Congress grants more money for the stock fund. 

For example, during the expansion just after the Korean outbreak, 
Congress granted an additional $450 million for the stock fund. 
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At other times, Congress “takes back” money. In 1955 Congress 
took $429 million back from the stock fund. 

4. What has the steck fund done for the Navy? 

The stock fund has been the starting point for a number of important 
management improvements in the Navy. 

The stock fund brought two kinds of buying improvements: 

1. We consolidate our requirements of ‘“‘wide use” items and 
buy large lots, wherever this practice is good business. 

2. We select the best time and quantity for each purchase, 
because the annual appropriation cycle does not govern stock- 
fund buying. 

How we do our buying is important, but the decision as to what and 
how much to buy is even more important. 

We recognize this and are giving more and more attention to deter- 
mination of all requirements—stock fund and otherwise. 

Good requirements determination is the very heart of effective 
inventory management. 

The Navy has 10 inventory-control offices which manage stock-fund 
materials. Each inventory-control office manages a segment of the 
total inventory—a specific list of items. 

For example: There are 4,450 items of common handtools in the 
Navy’s inventory. 

The General Stores Supply Office in Philadelphia is the managing 
inventory control office. 

The Chief of Naval Operations and the bureaus give the inventory 
managers advance information on the size of the fleet, the numbers of 
men, the types of ships, guns, and aircraft, new equipment, ship 
alterations, and the like. 

Each inventory manager reviews the status of all of his items once 
a quarter. He compares quantities on hand with expected needs and 
buys to fill deficiencies. 

We give these inventory managers allotments of stock-fund money 
to finance their purchases. 

The stock fund has its own special incentive, or pressure, to make 
these inventory managers particularly careful about what and how 
much they buy. 

Somebody has to use the stocks: If they don’t, they deplete their 
cash; they build up inventories. 

The stock fund applies its own never-ending pressure on day-to-day 
requirements decisions. 

The stock-fund buying program is tied to the consumption needs of 
the Navy, and not to the appropriation cycle. 

The stock fund contributes a great deal to Navy cost accounting. 

Each stock fund inventory manager has to recover the cost of each 
article used, in order to stay in business. He pays particular atten- 
tion to the prices shown in the catalog for his items. 

Accurate stock prices give accurate material costs—essential in the 
management of shipyards and ordnance plants. 

The stock funds of the four services make it much easier to transfer 
supplies between the services. 

‘The stock fund makes these interservice transfers easier because 
nobody’s annual program is involved. 

Administration of the stock fund has sharpened an understanding 
and mastery of purchasing, inventory control, finance, and accounting. 

The stock fund has proved its worth. 
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The stock fund has financed food and “general stores” in the Navy 
through four wars. 

It is adaptable to any number of conditions and demands. 

We know it works and we know how to use it. 

However, we use it to finance only a part of our inventory of supplies. 

5. Extension of the stock fund to other material areas. 

The Navy started the stock fund as a device to improve the manage- 
ment of common, everyday consumable supplies * * * those used 
in two or more programs. 

There were conspicuous benefits. 

We have tried this technique for widely used repair parts, such as 
electronic tubes, automotive parts, and ball bearings. 

The benefits of stock-fund financing of this material have followed 
the same pattern. 

1. We have better requirements determinations because of the 
pressure to generate cash for future purchases. 

-2. We buy these materials in a more orderly manner through- 
out the year. 

3. We have more thoughtful use of these parts hecause every- 
one knows what they cost—the operating people have to “pay” 
for them out of their budgets. 

A logical question, then, is, Can we get some or all of these advan- 
tages by using the stock-fund method for repair parts which support 
specific weapons or equipments? 

We are convinced that the stock-fund method will be of great 
advantage in managing our so-called “technical repair parts.” 

The pattern of benefits for widely used repair parts will apply 
equally to repair parts which support only 1 or 2 equipments. 

Another really important reason for extending the stock fund to 
“technical repair parts” is to separate the management of technical 
programs—shipbuilding, ship modernization, ship repair, aviation, 
ordnance—from the management of inventories and to put inventory 
management of all supplies under one professional manager. 

The technical bureaus should be concerned about how much their 
shipyards, air stations, ordnance plants, and the fleet need to use, 
but not what they need to stock or when to buy it 

The extension of the stock fund will make it possible for the “‘techni- 
cal” bureaus to concentrate on ships, weapons, aircraft, and large 
equipments. 

On July 1, 1956, the Navy proposes to add these categories of 
supplies to the Navy stock-fund operation: 


Value 
(millions) 


Items 


Repair parts for ships_.._-..----~---- ‘ tape diincioa tase — 190, 000 $450 
Repair parts for submarines_ -_ - ‘ 41,000 | 40 
Repair parts for electronic beeen a lacciebannl pe dle te dei ewneo) 150, 000 | 230 
Repair parts for vehicles_-. asihddpishectichan ' 3, 10 
Photographic supplies_---------.-.---.------ : een 5, 10 


Sk er 400, 000 750 


_ We propose, in time, to add over 1 million items to the stock-fund 
inventory. These technical items are on hand now. They are worth 
over $4 billion. 


74195—56——67 
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- This proposal to extend the Navy stock fund will change the budgets 
of every Navy bureau. 

The bureaus will exclude estimates of the cost of buying spare parts 
for stock. 

The bureaus will add to their maintenance and repair estimates 
the costs of spare parts to be used in the coming year. 

We have to proceed in several stages because of the size of the task. 


| 


Number of Value of 
items | inventory 


Thousands Millions 
235 $1, 500 


We 006 DOR NOW. oc oo no ORs ee LE eh Es 4 
SE OR TORO ON oto whine sh own dc fancies oe “ 
Add later___.--- > 


400 750 
600 3, 350 
In summary: Extension of the stock-fund method to other material 
areas will give us— 
“Pressure” to determine our requirements more closely ; 
More orderly buying ‘‘cost consciousness’ in the use of all 
consumable material; 
Professional management of all phases of inventory control; 
More meaningful annual budgets for ship construction, ship 
alteration, ship repair, aircraft, and weapons; 
Better inventory management; 
Savings to the taxpayer. 

Mr. SuHepparp. I want to compliment you on that presentation. 
Who prepared that chart? 

Commander Futuer. This was a joint effort. Admiral Arnold 
prepared a great deal of it. 

Mr. SHEepparD. It is very well prepared and very explanatory. 
There is something left out, however. While this operation has 
been a splendid attribute, it does somewhat accentuate the obsolescence 
that might become involved in the time between the origin up to the 
final analysis. Is that not correct? 

Admiral ARNoLp. You mean it accentuates the obsolescence? 

Mr. Sueprarp. To a degree. 

Admiral ArNoxp. I say it highlights it; but I do not think it 
exaggerates it. Perhaps I do not understand. 

Mr. SHepparD. About a year from now, I think your end result 
will come out to a more pronounced degree than it does at present, 
and there is to me that potential in there. I do not mean it over- 
accentuates the obsolescence derived from it, but it has that potential. 

Admiral Arno.p. Thank you. 


ANALYSIS OF FUND 


Mr. SHepparp. Now your total liquid assets on hand as of June 30, 
1956, are reflected as being $476.9 million. Your purchases and ex- 
penses for fiscal 1957 are $871.9 million. Your ready cash needs, 40 
days at 2.425 million, $97 million. Your safety factors are reflected 
on my breakdown as being $46.5 million. Your total needs are 
reflected as being $143.5 million, budget transfer to Navy Public 
Works, $200 million, and total requirement, $343.5 million. An 
apparent excess is indicated of $476.9 million minus $343.5 million, 
which reflects $133.4 million. 





1053 


How much is this appraisal out of step with your analysis? 

Admiral Arnoutp. Based on past. experience in the categories in- 
cluded in the stock fund today, I would consider we would perhaps 
not need all we are proposing to be retained; but, as we have indicated 
we are going into a new field of purchase of technical equipment and 
I think our performance in the stock fund mdicates, over the last few 
years, that we have been very careful in the management of it and 
consistently we have issued more for use and have generated more 
cash than we did 

Mr.-Suepparb. I think that is true; but do you have any specific 
disagreement with the compilation I just read to you? 

Admiral ArNo.p. I find it hard to make any specific disagreement, 
because we are not quite sure on these technical materials exactly 
what we are going to get into. 


ESTIMATED STOCK TURNOVER IN CATEGORIES TO KBE FUNDED 


Mr. SHEPPARD. You are planning to transfer certain items to the 
stock fund during fiscal year 1956. Tell the committee the items that 
are involved and furnish for the record the amount of inventory being 
transferred, and the sales compared to the 1957 sales in those cate- 
gories. 

Admiral ARN oLp. We will furnish that for the record. 

(The information requested is as follows: ) 


Estimated stock turnover in categories to be Navy stock funded, July 1, 1956 


[Millions of dollars] 





| Ratio of 
} fiscal | Ratio of 
Esti- year | fiscal 
Mobili-| ‘ Eco- mated _195; | year 
zation | nomic | | Excess | Total a oo ll 
reserve | | reserve | year time total 
| 1957 | operat- | inven- 
| } ing tory 
stock | 


| 
— ee — -+ -;\;----—_— Trt ae jo o-oo 


Vehicular repair parts_ - . 9 $7. 20 $2. 40 | | $10 53 | $3.30) 3. 555 | 0. 318 
Electronic repair parts. 36, 3.83 | 131.71 | 48.83 | 225.83 | 27.50 | 2.396 | 122 


Ships repair parts__-..- --- . 6 ’ a | 448.18 | 79.30! 1.401 | .177 


Photographic .t ‘ 2. 83 “2 10.13 4.60 | 1,048) , 454 
Submarine parts ___- ; ¢ 42. 23 8. 60 . 566 - 204 


Total... .- aed | 736.90 | 123. 30 








Admiral ArNno.p. The categories of material concerned are, first, 
ship spare parts; second, submarine spare parts; third, electronic spare 
parts beyond the scope presently carried and, fourth, the photographic 
supplies. 

Mr. SuHepparp. This reflects mathematically, when you work it 
down to the end result, that you are transferring a total of $736.89 
million with estimated sales in 1957 of $125 million. So while your 
sales are $125 million, you transfer in equipment $736.89 million. 
That is quite a lift, is it not? 

Mr. Moor. The transfer will be from existing stocks with the value 
of inventory currently on hand. And, of course, there is the same 
combination of factors you would look at in the total] inventory, the 
amount of mobilization reserves, as well as the amount in stock. 
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Mr. SHepparp. It appears your inventory is in pretty good shape 
on the items involved. Is that right? 

Admiral Arnotp. You mean in the sense of having the inventory on 
hand to meet requirements? 


OBSOLESCENCE IN INVENTORY 


Mr. Suepparp. That is right. I note that your overall inventory 
at the beginning of fiscal year 1957 is estimated to be $1,434,006,000, 
increasing to $2,009 million at the end of the fiscal year. What is 
the status of that inventory as to obsolescence, if you can give it to us? 

Mr. Moor. The amount of the total value of inventory as of the 
end of the fiscal year 1957 that is estimated to be excess for all reasons 
is $93,545,411. 

Mr. SHEPPARD. What was the value of the inventory loss through 
disposal action during fiscal year 1955 and what return was derived 
from the sales thereof? 

Captain Pariires. The disposals in 1955 were a book value of 
$120 million. We netted $16 million. Our losses were $104 million. 

Mr. SHepprarp. What are the estimates for fiscal years 1956 
and 1957? 

Captain Puitiires. We are expecting a return of $5 million on 
disposals of some $50 million. 

Mr. SHepparp. Is that for 1956, or cumulative for 1956 and 1957? 

Captain Puriurpes. That is for 1956. 

Mr. SHepparp. What is the situation in 1957? 

Captain Puiiurps. In 1957 we are expecting a return of $3 million 
on a book value disposal of $30 million. 

Mr. SHEeppaArD. You are estimating that as close as you can from 
past experience in the general field? 

Captain Puitures. Yes, sir. That indicates a lesser estimate per 
dollar than we have experienced in the past. 

Mr. SHEPPARD. Why do you expect that? 

Captain Pariuies. The items we are now disposing of are of a lesser 
value and a less common type item. Items of clothing and hand tools 
and general stores and things like that we have been able to get a 
much higher return on. In the technical areas, we are getting rid of 
now they are of lesser value. 

Mr. SHepparp. As you go into the field of disposal, meaning by 
that the actual sale to the consumer, whoever and wherever he may 
be, the expected return on the dollar is largely controlled by the 
commodities application to the current production in the ordinary 
field of action? 

Captain Puriirps. Yes, sir. 

Mr. SHepparpD. When you find in any setup that you have a little 
used item in that field, obviously the demand goes down and you 
have a difficult time disposing of such an item? Is not that true? 

Admiral Arnotp. And at a good price; that is true. 

Mr. SHepparp. I think it is important at this point to ask the fol- 
lowing question: What steps are you taking to control the obsolescence 
factors? 

Admiral ArnoLp. An example is in the field of photographics. We 
will not buy any photographic material of the more expensive pieces 
of equipment; also, as indicated to you in the chart presentation, we 
intend, as we price this material, to put a surcharge on there which 
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we estimate will cover reasonable obsolescence. That varies with the 
category of material. In our common materials today, that ranges 
from less than 1 percent up to-as high as 5 percent. That admittedly 
would not take care of a very rapid rate or some circumstance that 
occasioned a very high degree of obsolescence all of a sudden; but we 
do feel it will be adequate to cover normal obsolescence. 

Mr. SHepparp. Would you give us some idea of the turnover rate 
for the items you plan to transfer into the stock fund for fiscal year 
1957? 

Admiral Arnoup. In other words, the issue as well as the inventory? 

Mr. SHepparD. That is right. 

Admiral ArNoup. We will furnish that. 

(The information requested appears on p. 1053.) 

Mr. SHepparp. What is the present overall status with reference 
to mobilization material readiness position and what if any plans do 
you have for a review of the requirements in this specific field? 

Captain Pxituirs. The number of months of readiness we calculate 
on an average for all categories in the Navy’s stock fund is 3.2 months, 
and the end readiness in the 1956 fiscal year will be 3.2 months. ‘The 
end readiness in fiscal year 1957 will be 2.92 months. This results 
from the policy that we will draw down our mobilization reserve 
stocks which are in excess of M plus six force requirements. There 
will be a slight drawdown in each of the years 1956 and 1957. ‘The 
latest calculation of our deficiencies, which was made prior to budget 
time, was $584 million. We have on hand mobilization reserves in 
the amount of $808 million at the present time in the stock fund. 


Mr. SHepparp. Are there any questions upon the stock fund 
aspect? 

Mr. WicGLeswortu. I think you have covered it, Mr. Chairman. 

Mr. SuHepparp. Thank you very much, Admiral. You have made 
a very fine presentation. 

Admiral Arnotp. Thank you. 


Turspay, Marcu 20, 1956. 
MARINE CORPS STOCK FUND 


WITNESSES 


BRIG. GEN. CHESTER R. ALLEN, USMC, EXECUTIVE OFFICER, 
SUPPLY DEPARTMENT 

MAJ. GEN. DAVID M. SHOUP, USMC, FISCAL DIRECTOR 

COL. RALPH B. DeWITT, USMC, MATERIAL DIVISION,* SUPPLY 
DEPARTMENT 

LT. COL. ROBERT B. FARRELLY, USMC, STORES ACCOUNTING 
MANAGEMENT SECTION, SUPPLY DEPARTMENT 


OFFICE OF COMPTROLLER 
RADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 
STATUS OF FUND 
Mr. SHEPPARD. We have before us this afternoon from the Marine 


Corps Brig. Gen. Chester R. Allen and his associate officers! with 
relation to the Marine Corps stock fund. 
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Relative to a résumé pertaining to the stock fund situation I find 
the following: 

Your total liquid assets as of June 30, 1956, are $80,247,000. 
Purchases and expenses for fiscal year 1957 are $50 million. Ready 
cash needs are $5,555,000. Safety factor is $6,692,000. That resolves 
itself into a total requirement of $12,247,000 and would ‘appear to 
reproduce for us $68 million in excess. What do you plan to do with 
this apparent excess? In the first place do you agree with us in our 
compilation of the figures I have just given you? 

General ALLEN. Mathematically they are correct, sir. 

Mr. SHepparD. Your answer to that would be indicative of the 
fact that you are questioning the excess. 

General ALLEN. Not to question retaining the excess, sir; however, 
to point out where the requirement is still there in order to capitalize 
the additional item in motor transport and ordnance and which we 
wish to capitalize within the stock fund. 

Mr. SHepparp. [n other words, General, the way the figures are 
set up we are in agreement with them. 

Next is the discussion as to the application of the $68 million. Is 
that it? 

General ALLEN. That is correct. 

Mr. SHepparp. What do you plan to do with this apparent excess? 
Let us put it that way. 

Colonel Farretiy. Of the apparent excess we have offered $20 
million to be rescinded. Later in the fiscal year there will be a poten- 
tial rescission of $15 million if we feel it is logistically sound. 

Mr. SHepparp. In your answer you said you have already conceded 
$20 million in the preparatory status of the budget. Is that correct? 

Colonel Farretiy. Yes, sir. 

Mr. SHepparp. It is contemplated that somewhere later on in the 
fiscal year, I presume in 1957, there may be another $15 million? 

Colonel Farretiy. Yes, sir. 

Mr. SHepparD. There is a question in your mind at the moment 
relative to the $15 million? 

Colonel Farretty. There is, Mr. Chairman. 

Mr. SHepparD. However,-that $20 million you refer to as having 
been your concession to the budget operation does not in any manner 
change the figure of $68 million before us presently ; does it? 

Colonel Farretiy. No. 


MOBILIZATION RESERVE 


Mr. SHepparD. The data which has been presented does not 
indicate any plans to purchase for mobilization reserve. What do 
you have in mind in that field? 

Colonel Farretiy. This program is not yet complete. As far as 
we have gone we have developed an M-plus 3 deficiency in the neigh- 
borhood of $44 million. This has alarmed us to some extent. We 
made extimates somewhere in the neighborhood of $40 million last 
year. It was a calculated guess. Actually we developed a deficiency 
now of $44 million. 
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That is not taking into‘account the complete inventory, either, and 
for that reason we may have to retain anything in our cash reserve 
beyond what we have profferred in the budget. 

A SHEPPARD. Can you supply us, in the absence of having a 
security aspect to it, a breakdown on ‘what you contemplate in this 
mobilization function we are now discussing? 

Colonel Farretty. Yes, sir. It would be classified. 

Mr. Suepparp. Then you will supply it to the clerk for the purpose 
of the committee? 

Colonel Farre.uy. Yes, sir. 

Mr. SHepparpD. What review have you made of your requirements 
m this field so that you can assure the committee they are up to 

ate? 

Colonel Farretty. That is why we have not proceeded on mobili- 
zation procurement. We have even been concerned with our peace- 
time procurement. We have procured less than we have sold for 3 
years. We have the same conservative attitude in our mobilization 
shortages. The very question you raise is one we raise ourselves, 
and I think possibly by May we will have satisfied ourselves that 
our requirements determinations are valid. 

This is the first try at the stratification program. We are having 
subsequent tries in April. We will make no procurement until we 
are sure of the requirements. That is subject to review through the 
review echelons, of course. 


TRANSFER OF INVENTORY TO FUND 


Mr. Suepparp. You are planning to transfer an inventory of only 
$350,000 to this fund in the fiscal year of 1957. I wish you would 
identify the items to the committee and explain the needs for the 
transfer and what the estimated sales of these items in the fiscal year 
of 1957 are expected to be. 

Colonel Farretity. That is in our engineering category in the 
spare-parts area. I am not prepared to give the estimate on the sales 
at this time. We would have to furnish the information subsequently. 

Mr. SHepparp. Supply it for the record, please. 

(The information requested is as follows:) 


The impact on sales volume will be minimized due to late delivery and confined 
to an initial issue of approximately 25 percent of capitalization or $75, 


INVENTORY LOSS ON DISPOSAL 


Mr. SuepparD. What was the value of the inventory loss due to 
disposal action in fiscal year 1955 and what return was derived from 
the sale thereof? I would like to have the same for fiscal year 1956 
and fiscal year 1957. 

Colonel Farretty. I have only a portion of those figures available. 

Mr. SHeprarp. Will you assemble them in accordance with my 
request and supply them ‘for the record so when we review the hearings 
we will have it before us? us? 

Colonel FarreE.uy. Yes, sir. 

(The information requested is as follows:) 
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Marine Corps siock fund 


1955 actual 

1956 actual (July to December 1955) 
1956 budget estimate 

1957 budget estimate 


OBSOLESCENCE FACTOR 


Mr. SHEPPARD. What steps are you taking to control the ob- 
solescence factor which invariably creeps into an action of this type? 

General ALLEN. The obsolescence, because of the newness of our 
program, is practically nil. As an item becomes obsolescent it is still 
being used to some extent at posts and stations, reserves, it may be 
disposed of through MDAP, or some other disposal in order to reduce 
any great losses within the stock fund. We do not anticipate with 
proper monitoring of the stock fund we will lose any great amount 
through obsolescence. 

However, as the stock fund grows older and we have equipment 
in there which was capitalized in the stock fund and does become 
obsolete, that will present itself as a problem, but we do not anticipate 
any problem in that area in the next 2 or 3 years at the present time. 

Mr. Suepparp. That leaves you in a good position; doesn’t it? 

General ALLEN. Yes, sir. 


Mr. SHepparp. In other words, you can lay down a format of pro- 
cedure to protect yourself against an accumulation of obsolescence 
because you are getting a kickoff to begin with. You don’t have to 
hear too much of it as of now? 

General ALLEN. That is right. 


TURNOVER RATE 


Mr. SuHepparp. Would you give us an idea of the turnover rate of 
the items you transferred into the fund m the fiscal year 1956 and 
those you plan to transfer in fiscal 1957? 

Colonel Farreutiy. I believe you relate that to the new capitaliza- 
tion? 

Mr. SHepparD. That is correct. 

Colonel Farretiy. The actual effect in 1957 would have to be 
analyzed more closely. We actually show a slight increase. 


ON-HAND INVENTORY CAPITALIZATION 


_ Mr. Sueprarp. Do you have at this time any contemplated items 
that are going to be put imto the fund and their specific values? Do 
you have that shopping list category at all? 

Colonel Farretity. We have the categories of capitalization by 
dollars. 

Mr. SHepparD. Would you supply that in.response to this interro- 
gation, please? 
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Colonel Farre iy. Yes, sir. For 1957, sir? 

Mr. SHuprarp. 1956 and contemplated im 1957. 

Colonel Farretiy. This is on-hand inventory capitalized during 
the current year—$1.6 million of electronics material, $350,000 of 

tenants material, $1.9 million of motor-transport material, $53 

million of ordnance material, and $20,000 in fuel supply. Actually 
we will have a decapitalization of $2 million in subsistence for a total 
net capitalization of $54.8 million. 

By the same: token we will receive an additional capitalization of 
$25 million of material on order, which also comes in as a charge to 
the fund. 

Mr. Wieeiesworts. [t is not clear to me why, if you have an 
eet excess of $68 million, your maximum concession is $35 
million. 

Colonel Farretity. We don’t have exact data available. The 
mobilization deficiencies we have calculated to date, which I would 
say are on about 50 to 60 percent of our program, are in the neighbor- 
hood of $44 million. That would be within our authorized budget 
program. 

In addition to that, we have some deficiencies in our day-to-day 
operating stock. Those combined, plus the fact that we capitalized 
$180 million inventory without additional cash (voluntary capitaliza- 
tion on our part without increasing cash reserve), it would be hard to 
calculate exactly but I would say we could not go safety below $68 
million, sir. 

Mr. Sheppard had made mention of somewhere in the neighborhood 
of eleven to twelve million dollars for our every day cash needs. 

Mr. WicGLeswortH. With a 100-percent safety factor? 

Colonel Farreuiy. Yes, sir; I realize that. But in addition to 
that we have the $44 million of calculated deficiencies in mobilization, 
just in areas where we have stratified our inventory. We feel addi- 
tional deficiencies will account for the difference. 

Mr. Wiaea.eswortu. [ did not understand that. 

Colonel FarrEe ty. We feel additional deficiencies will account for 
the difference, sir. 

Mr. WiaeLeswortH. By. the end of April you expect to be able to 
give us a more definite picture? 

Colonel Farreiiy. Not in the categories we are missing now, sir, 
but I hope that by the early part of May we will have additional runs 
in two of the categories. 

Mr, WiacieswortH. What figure is subject to change in the table 
Mr. Sheppard gave you? Is it the estimate of purchases and expenses 
in 1957? 

Colonel Farre.iy. If I understood you correctly, sir, the estimate 
of mene excluded any funding of deficiencies, even in peacetime 
stoc 

Mr. SHepparp. I want you to feel free to answer these questions. 
If one has an immediate answer instead of the other, go ahead and 
answer the question. 

These figures set forth here are yours. Your own figures are $50 
million in this category, gentlemen. 
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Colonel Farre.iy. If we were to fund the deficiencies we have, Mr. 
Sheppard, we would be increasing that possibly in the neighborhood 
of $50 million. 

Mr. Wiac.Leswortu. Increasing what? 

Colonel Farre tty. Total purchases. Our expenses then ‘possibly 
would be $110 million. 

General SHovur. The explanation that is intended to be made is 
this: Of the $50 million figure referred to in that sheet, it refers to 
expenses related to doing the business that is contemplated without 
purchasing this mobilization reserve requirement, which has not been 
definitely determined. 

Mr. Wiee.esworts. Did you make any purchases in fiscal 1955? 
Are you making any purchases in fiscal 1956 for mobilization reserve 
purposes? 

Colonel Farre.uy. No, sir; we hope to have our program satis- 
factorily completed by the next fiscal year. We hope to purchase in 
the next fiscal year but that is not in the budget figure of $50 million. 

Mr. Wiectxeswortn. That is all, Mr. Chairman. 

Mr. SHeprarD. Thank you very much for your appearance, 
gentlemen. 


SE i a 
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Tugspay, Marcu 20, 1956. 


SERVICEWIDE OPERATIONS, NAVY 
WITNESSES 


VICE ADM. GEORGE L. RUSSELL, USN, DEPUTY CHIEF OF NAVAL 
OPERATIONS (ADMINISTRATION) 

CAPT. PHILIP K. SHERMAN, USN, COMPTROLLER, OFFICE OF THE 
CHIEF OF NAVAL OPERATIONS 

ERNIE W. NORDLAND, ASSISTANT COMPTROLLER, OFFICE OF THE 
CHIEF OF NAVAL OPERATIONS 

COMDR. WILLIAM W. HOBGOOD, USN, HEAD, SERVICEWIDE PRO- 
GRAM BRANCH, OFFICE OF THE DEPUTY CHIEF OF NAVAL 
OPERATIONS (LOGISTICS) 

COMDR. JOSEPH P. FITZ-PATRICE, USN, PROGRAM COMPTROLLER, 
NAVAL COMMUNICATIONS DIVISION, OFFICE OF THE DEPUTY 
CHIEF OF NAVAL OPERATIONS (FLEET OPERATIONS AND READI- 
NESS) 

CAPT. JOE B. COCHRAN, USN, HYDROGRAPHER OF THE NAVY 

COMDR. TAYLOR W. GRAY, USN, DEPUTY SUPERINTENDENT, 
NAVAL OBSERVATORY 

CAPT. MICHAEL P. RUSSILLO, USN, ASSISTANT DIRECTOR PAN 
AMERICAN AFFAIRS, NAVAL MISSIONS AND FOREIGN NAVAL 
TRAINING DIVISION, OFFICE OF THE DEPUTY CHIEF OF NAVAL 
OPERATIONS (PLANS AND POLICY) 

CAPT. C. H. CRICHTON, USN, ASSISTANT |DIRECTOR FOR SHORE 
ESTABLISHMENT MAINTENANCE, OFFICE OF THE DEPUTY 
CHIEF OF NAVAL OPERATIONS (LOGISTICS) 

COMDR. L. GORDON FINDLEY, USNR, HEAD, CIVIL AFFAIRS, MIL- 
ITARY GOVERNMENT BRANCH, OFFICE OF THE DEPUTY CHIEF 
OF NAVAL OPERATIONS (ADMINISTRATION) 

KEWEUN L. LEMAY, DIRECTOR, ADMINISTRATIVE SERVICES AND 
MANAGEMENT DIVISION, OFFICE OF THE DEPUTY CHIEF OF 
NAVAL OPERATIONS (ADMINISTRATION) 

REAR ADM. WILLIAM R. SHEELEY, USN, ASSISTANT JUDGE AD- 
VOCATE GENERAL OF THE NAVY 

REAR ADM. RAWSON BENNETT, USN, CHIEF OF NAVAL RESEARCH 

REAR ADM. C. G. WARFIELD, USNR, ASSISTANT COMPTROLLER, 
NAVY (AUDIT: 

CHARLES H. COX, ACTING ADMINISTRATIVE ASSISTANT TO THE 
SECRETARY OF THE NAVY 

A. N. SPENCE, DIRECTOR, PUBLICATIONS DIVISION, ADMINISTRA- 
TIVE OFFICE, NAVY DEPARTMENT 

CAPT. C. J. STUART, USN, ASSISTANT DIRECTOR, ADMINISTRATION, 
OFFICE OF NAVAL INTELLIGENCE 

HON. W. B. FRANKE, ASSISTANT SECRETARY OF THE NAVY 
(FINANCIAL MANAGEMENT) 

REAR ADM. H. P. SMITH, USN, DEPUTY COMPTROLLER 


Evegrem and financing 


1955 actual] | 1986 estimate 1957 estimate 





Fina incing: g: Unobligated bance t no no longer available..______- $1, 640, 743 |__. tala 

Appropriation - - é oreaty 104, 570, 000 | "$04, 320, 000 | ~ $102, 508, 000 
ee ee from non-Federal sources represent revenue colle cted for unofficial use of 
Government communication facilities. 
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Obligations by objects 


; 
Object classification 1955 actual | 1956 estimate | 1957 esti mate 


DEPARTMENT OF THE NAVY 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. - 
Number of employees at end of year.. 





Average saluries,and grades: 
General schedule grades: | 
Average salary ___- ‘ $4, 497 $4, 940 
Average grade. _.. Z GS8-4.3 GS8-6.4 GS-6.5 
Ungraded positions: Average salary _%, 495 | $4, 457 $4, 460 


Personal service obligations: 
Permanent positions .| $50, 819, 923 $56, 227,996 | $56, 575, 546 
Positions other than permanent sea 76, 686 104, 000 104, 000 
Regular pay above 52-week base : 203, 842 221, 466 
Payment above basic rates : 2, 261, 370 2, 751, 112 


Total personal service obligations meat 53, 361, gal |} 59, 304, 574 59, 495, 050 
Direct obligations (volume of obligations for service account): 

01 Person: panne. StS ATA Si | 52,240, 482 57, 048, 774 | 58, 262, 850 
02 : 1, 625, 061 2, 204, 550 2, 528, 550 
03 Transportation of things ___ a tS 117, 002 201, 100 179, 500 
04 Communication services. anaes. sheila aii 3, 148, 597 3, 380, 000 3, 625, 600 
05 Rents and utility services. sm : ae 1, 733, 845 | 1, 978, 000 2, 334, 400 
06 Printing and reproduction Riis. 2 2, 001, 301 1, 917, 100 | 1, 888, 800 
07 Other contractual services. 37,176,216 | 10, 507, 561 10, 731, 650 
Services performed by other agencies . : 663, 488 637, 300 | 742, 100 

Labor contracts with foreign governments ! 63, 800 168, 000 168, 000 

08 Supplies and materials a 6, 512, 316 7, 189, 515 7, 866, 450 
09 Equipment-_-_--- 2 TLIO. LS. 3,800,307 | 11, 217, 000 13, 787, 800 
10 Lands and structures - ne eae 38, 156 53, 000 28, 000 
1! Grants, subsidies and contributions __- 207, 607 298, 800 302, 400 
15 ‘Taxes and assessments... ___ | 159, 306 90, 300 | 61, 900 


Total direct obligations SiS 108, ow, 484 96, 891, 000 | 102, 508, 000 


Average number ! ee aS s43 ’ 199 129 


Reimbursable obligations (volume of obligations for other ac- 

counts): | 
Ee $1, 121, 339 | 2, 255, $1, 232, 200 
02 Travel_- ee ee ee Se 20, 916 ‘ 26, 100 
03 Transportation of things... . 2,369 |__. i TRS AG 
04 Communication services...............----------..... 318, 834 , 678, ! 1, 571, 800 
05 Rents and utility services 35, 139 | 89, 400 
06 Printing and reproduction 150,305 1 195, 000 
07 Other contractual services: 320, 585 36, 800 
08 Supplies and materials....._._________-- & 276, 865 J 621, 700 
09 Equipment 74, 789 700 | 2, 000 
11 Grants, subsidies. and contribations. 197, 217 
15 Taxes and assessments______- ; 10, 220 | 


Total reimbursable obligations ae 2, », 528, 578 
Total, Department of the Navy... | “112, 016, 0 062 
ALLOCATION TO DEPARTMENT OF AGRICULTURE 
Total number of permanent positions. 
Average number of all employees. 
Number of employees at end of year_._..____..-_- 
01 Personal services: 
Permanent positions... 
Regular. pay above 52-week base __ 
Total personal services 
07 Other contractual ser vices - 
Services performed by other agencies. 
08 Supplies and materials 
Total. Department of Agriéulture 


Fota! obligations._....... wwassese a 
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Budget authorizations, expenditures and balances 


' ; ' 
1955 actual | 195# estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 








| | 
Approptiation..........--..---. aos! | $104, 570,000 | $94,320,000 | $102, 508, 000 
Proposed transfer from ‘‘Ships and facilities, Navy,’’ due to 
@y increases ..........-. De tals ciuene~ Spine iccugenteneaske en Sef 2, 180, 000 ‘ ie 
Obligated balance brought forward. _.-.._.....- : 23, 364, 050 11, 666, 601 17, 678, 391 
jf "| ___ # 
Tota] budget authorigations available. -- --| -k27, 934; 050 108; 106,601 | 120, 186, 391 
EXPENDITURES AND BALANCES mery | | ’ | 
Expenditures— 
Out of current authorizations... _-._-- 03, 480, 866 81, 000, 000 84, 000, 000 
Out of prior authorizations i sol £3 -| 14,224, 762 | 9, 000, 000 11, 000, 000 
— >|} — —+-— +—_ —-— ———-_ 
Total expenditures_..._- a tah .. 107,705,628 | 90,000, 000 95, 000, 000 
Balance no longer available: | 
Unobligated (expiring for obligation) _.._-. : -| 1, 640, 743 |_.-- Riese 
Other__. interppainigs ; | 6,981,078 | 428, 210 | 347, 000 
Obligated balance carried forward.._......--.-..---s---..-.---| 11, 606, 601 17, 678, 391 | 24, 839, 391 
Total expenditures and balances... __._.._....._.--- | 127,934,050 | 108, 106, 601 120, 186, 391 
} 


‘ 


Mr. SHepparp. We will now discuss ‘“Servicewide operations, 
Navy”. 
GENERAL STATEMENT 


Admiral, I see you have a prepared statement which I hold in my 
hands. We will insert your statement in the record at this point. 
(The statement is as follows:) 


STATEMENT OF Vice ApM. G. L. RussELL, USN, Deputy CHirer or NAVAL 
OPERATIONS (ADMINISTRATION) 


Mr. Chairman and gentlemen, I am the Deputy Chief of Naval Operations for 
Administration, representing the Chief of Naval Operations for this appropriation 
request. 

Vithin the appropriation, ‘‘Servicewide operations, Navy,” the first five budget 
activities and budget activity 6A are administered by the Chief of Naval Opera- 
tions. The remaining activities in this appropriation are administered by the 
Secretary of the Navy. I will summarize briefly the programs in the budget 
activities administered by the Chief of Nayal Operations. 

Budget Activity 1. Administrative Headquarters for Naval Districts, Bases and 
Stations: This activity finances the administrative headquarters of 15 naval 
districts and river commands, 8 naval bases; and 2 advanced base depots, plus 5 
boards of inspection and survey, and the administration and security departments 
of 18 naval stations. With some exceptions, commandants of the naval districts 
exercise military command over naval activities of the Shore Establishment 
located within their respective districts and, under the direction of the Secretary 
of the Navy and the Chief of Naval Operations, maintain coordination control 
over all naval shore activities so located. A naval base headquarters centralizes 
under one head, for purposes of military command and coordination, the shore 
activities in a specified area, whose prime responsibility is to support, service, and 
maintain assigned fleet elements. Components of a typical naval base may in- 
clude: A shipyard, naval station, supply depot, air station, and other activities 
in the immediate area with responsibilities for providing services to the operating 
forces. 

Budget Activity 2. Servicewide Communications: This activity finances the 
maintenance, operation, and administration of the naval communication system. 
The system is comprised of communication stations, facilities, and units located 
throughout the world, forming an integrated network capable of providing ade- 

uate communications support for the operating forees, Navy Department, and 
the Naval Shore Establishment. This activity also supports the communication 
departments of 15 naval stations and the Potomac River Naval Command, the 
naval security station, Washington, D. C., certain joint projects, and other mis- 
ecllaneous communication functions. 
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3. Hydrographic Office: The Hydrographic Office is responsibie for providing 
timely hydrographic, oceanographic, and aeronautical information calculated to 
afford maximum navigational safety to vessels of the Navv, merchant marine, 
and tonaval aircraft operating over areas of strategic interest to the Navy. , This 
is accomplished by producing charts and related publications, worldwide in scope, 
and maintaining them to include the latest available information. This office is 
also responsible for the conduct of necessary hydrographic surveys of areas of 
commercial.or strategic importance to the United States and for the preparation 
and production of special charts and publications of a purely military character. 

Budget Activity 4. Naval Observatory: The Naval Observatory furnishes naval, 
air, and maritime services with astronomical data for celestial navigation. Con- 
tinuous observations and research in the field of astronomy are conducted and 
data thus obtained are published and distributed. The Naval Observatory deter- 
mines accurate time and controls all time transmissions for the entire Nation. 
Observations for the determination of time are made both in Washington and at 
the Naval Observatory time service substation in Richmond, Fla. All time signals 
sent from various naval radio stations, as well as those emitted by the constant 
frequency stations of the National Bureau of Standards, are regulated by the 
Naval Observatory determinations. 

Budget Activity 5. Inter-American Affairs and Support of International 
Projects: This activity includes funds for the Inter-American affairs program, 
the administration of island governments and for certain unified commands. 
Under the Inter-American affairs program, the Navy, in accordance with inter- 
governmental agreements, maintains: missions and advisory groups in various 
Latin American countries. These missions are the media through whieh naval 
training and operating procedures of the United States Navy are introduced and 
standardized’ within the navies of Latin‘ American countries. 

Under the island government program, the Navy administers the civil affairs of 
that portion of the Trust Territory of the Pacific, which includes all of the North- 
ern Marianas Islands, except Rota. The program is conducted in accordance 
with the trusteeship agreement between the United States and the United Nations, 
and provides for the continuing development of local self-government, public 
health, and education and self-sufficiency of the local inhabitants. 

The unified commands program provides the necessary administrative support 
for the Pacifie and Atlantic Commands and their subordinate joint headquarters, 
the military assistance advisory, groups for which the Secretary of Defense has 
designated the Department of the Navy as the executive agency, and for the Navy 
components of the Continental ‘Air Defense Command Headquarters at Ent Air 
Force Base, Colorado Springs; for which the Department of the Air Force has 
been designated as the executive agency. 

Budget Activity 6A. Departmental Administration, CNO: This activity finan- 
ces the operating expenses (other than military pay and allowances) for the Office 
of the Chief of Naval Operations. This includes funds for civilian salaries, 
travel, communication services, printing, supplies and materials, equipment, 
maintenance of office space and rental of tabulating e qquipmens. The major 
organizational subdivisions of the Office of the Chief of Naval Operations cover 
the fields of executive direction, military personnel, Sinicueeain. operations, 
logistics, and aviation and are primartly eharged with military planning and 
coordinating responsibilities. 

The estimates. contained in this budget were initially prepared at the field 
activity level and have been carefully screened and analyzed through several 
echelons of review. Past experience, personnel, and workload reports and individ- 
ual activity inspections are some of the methods we used to insure that our 
estimates are valid. 

In order to finance the foregoing programs, a total of $64,904,000 is requested 
for fiscal year 1957 which represents an increase of $4,596,000 above the planned 
fiscal year 1956 level. The increases and decreases for each budget activity are 
summarized as follows: A total of $15,209,000 is requested for the administrative 
headquarters for nava! districts, bases, and stations which is a decrease of $808,000 
below the fiscal 1956 level. This decrease is due to reduced maintenance and 
operation costs, special projects and procurement of equipment. 

A total of $30,956,000 is requested for servicewide communications which 
represents a net increase of $3,440,000 above the fiscal 1956 level. The increases 
consist of $1,021,000 for the employment of civilian personnel in support of func- 
tions performed by the National Security Agency; $825,000 for furnishings for 
public quarters; $1,312,000 for the procurement of major electronic equipment; 
$225,000 for leased lines and associated equipment; $230,000 for installation of 
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equipment procured with prior year funds; $7,000 for procurement of automotive 
equipment; and $72,000 for eunpert of the naval security station. These in- 
creases are Offset by a decrease of $252,000 in special maintenance and improve- 
ment projects as well as telephone service. 

A total of $10,865,000 is requested for the Hydrographic Office, which represents 
a net increase of $982,000 above the fiscal 1956 level. The increases consist of 
$946,400 for navigational and special purpose charts, warnings, and forecasts 
and survey operations required primarily for special and classified military opera- 
tions, and $217,000 for the pusehase of chart paper. These increases are offset 
by a decrease of $181,400 which is due to reduced printing requirements and 
decreased staffing levels at branch hydrographic offices. 

A total of $827,000 is requested for the Naval Observatory, which represents 
an increase of $76,000 above the fiscal 1956 level. This increase is required to 
support additional responsibilities occasioned by the construction of six sets of 
flag quarters on the grounds of the Naval Observatory. 

total of $2,970,000 is requested for “Inter-American affairs and support of 
international projects,’’ which represents a net increase of $940,000 above the 
fiscal 1956 level. The increases consist of $4,000 for replacement of automotive 
equipment in naval missions; $226,000 for maintenance and operations costs, pro- 
curement of automotive equipment and special projects for the ‘‘Island government 
administration’; and $712,500 for ‘‘Maintenance and operation’ costs of the 
Taiwan Defense Command and administrative support of military assistance ad- 
visory groups. These increases are offset by a decrease of $2,500 in maintenance 
and operating costs of the Iceland Defense Force. 

A total of $4,077,000 is requested for departmental administration (CNQO), 
which represents a decrease of $34,000 below the fiscal 1956 level, due to a decrease 
in civilian employment. 

The managers of the programs in this appropriation, under the Chief of Naval 
Operations, are present and are prepared to justify the funds required in such detail 
as the subcommittee may desire. 


OBLIGATED BALANCES 


Mr. SHEPPARD. On page 8 of the green sheets, [ note you are 
requesting $102,508,000 for this appropriation item which compares 
with $104,570,000 in 1955 and $94,320,000 in 1956. 

I also note a sharp increase in the obligated balances carried for- 
ward from $11.6 million in 1955 to $17.6 million in 1956, and $24.8 
million in 1957. 

What is the reason for the increase in these funds, and especially 
when your expenditures in 1957 will be higher than those in 1956? 

Mr. Norp.anp. The increase in 1956 is brought about by the fact 
that funds for procurement of electronics equipment, were increased 
considerably from 1955 to 1956. There is quite a carryover of un- 
liquidated obligations. 

The same thing is true in 1957 where there is an increase of approxi- 
mately $1,400,000 over 1956. 

Mr. SHepparD. You see, vour increase between 1956 and 1957 is 
reflected as approximately $7 million. 

Mr. Norpianp. You have actually 2 years’ carryover there, part 
of 1956 plus 1957 increased obligations. 

Mr. SHEPPARD. It appears that practically over half of the obliga- 
tions in the item referred to are for personal services. There is a 
little inconsistency there which I assume you can tell us about, and 
{ wish you would. 

Mr. Norp.anp. In general the expenditures are at a level rate 
except for the procurement of electronics equipment, particularly 
since the personal services in this appropriation run approximately 
60 percent. Therefore the only great variable is in the carryover of 
unliquidated obligations for electronies procurement. 
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Mr. SHpprarp. Am I to construe from your answer that in excess 
of one-half of the obligation is personal services that your answer 
would indicate it is in another field? When you return to page 5 of 
the green sheets, for example, under item 09, equipment, total request 
there is $13,787,800. 

Mr. Norpuanp. If I understand your question correctly, a con- 
siderable portion of that $11,217,000 will not be expended in 1956. 
A good share of it will carry over into 1957 to which will be added 
additional unexpended obligations from 1957 funds, so that in 1957 
we actually have 2 high-level years, whereas in 1956 

Mr. SHEPPARD. Justa moment. I am willing to accept the explan- 
ation up to one point. I am trying to draw a line of demarcation. 
In your total carryover what are the contributing factors which 
compose the figure? 

Would you identify for the record the obligated balances estimated to 
be carried forward in the fiscal years 1956 and 1957 by budget activities 
for the record? 

Mr. Norp.anp. I don’t have it, Mr. Chairman. I can supply it 
for the record. 

Mr. SHepparp. All right. 

(The information referred to is as follows:) 





Servicewide operations, Navy, obligated balance carried forward 





| 
B.A. | a 1956 | 1957 
ie. | Titk 
| 


| estimate estimate 








1 | Administrative headquarters for naval districts, bases, and stations______| $960,000 | $1, 060, 000 
3 | Servicewide communications. .................------.----...-.2----.- j 12, 496, 000 18, 521, 000 
ae NSE ee ee ere a) ee. Se ee 593, 000 760, 000 
4 | Naval Observatory- -___. =. -- ee ea ey nar < amdacen 45, 000 
5 | Inter-American affairs and support of international projects. ___-----.- 122,000 
6 | Departmental administration... -_...-....--...--..---+-.---------------| 872, 000 1, 048, 000 
7 | Printing equipment and related costs, printing plants.________.__-.--- | 20, 000 
eg | Pen yi. 45S ee eee ee MT 2 ote 2, 000, 391 2, 500, 391 
9 | Contingencies of the Navy----------------------- Eset | 570, 000 675, 000 





NON-AVAILABILITY OF FUNDS 


Mr. SHepparp. On page 8 I also notice that in 1956 and 1957 
certain funds in your balances will no longer be available to you. 
I wish you would identify those funds and explain the reason that 
they will not be available to you for the benefit of the committee, 
please? ‘ 

Mr. Norpianp. The $1,640,743 represents the balance of fiscal 
year 1955 funds which were unobligated. 

The $6,981,078 represents fiscal year 1952 and 1953 money carried 
forward to certified claims. 

Mr. SuHepparp. In 1956 I note you propose to transfer out 
$2,180,000 to ships and facilities, Navy, due to pay increases. What 
will be the effect of a supplemental bill just reported by the committee 
on this item? 

Mr. Norp.Lanp. Funds were apportioned to this appropriation on 
a deficiency basis. The effect of this bill will be to provide additional 
funds in the amount required. The fourth quarter is short as of now. 
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INCREASE IN EMPLOYEES 


Mr. SHEPPARD. On page 4 of the green sheets you indicate an 
inerease in the number of employees at the end of the year from 
12,092 in 1956 to 12,259 m 1957. Does this forecast an even larger 
increase in number of employees for fiseal 1958, amd just what is the 
general reason for this personnel increase? 

Mr. Norpianp. Mr. Chairman, those figures are for the appro- 
priation as a whole. We are here primarily, as I understand it, to 
justify the first 6 budget activities, 1 through 6—A. 

Mr. SHEepparD. Under those circumstances the question will revert 
to you, Admiral Smith. 

dmiral Smitu. This increase in personnel, Mr. Chairman, will be 
reflected through several activities which will be indicated in the 
justifications of each activity. 

Mr. SuHepparD. No activities will appear further in this budget? 

Admiral Smrra. Yes. 

Mr. SHepparD. Very well. They are broken down specifically 
within those categories, then. 

Admiral Russe.u. There are nine of those activities and some are 
subdivided. We are here for the first 5 and 1 portion of the sixth; 


REPROGRAMING OF FUNDS 


Mr. SHEPPARD. | wish you would explain the specific need for the 
various items of reprograming which you have submitted for the com- 
mittee in your special reprograming report. I would think the first 
five would fall within your category. 

Admiral Russg.u. Yes, sir. 

Mr. Suepparp. Give me the reason for these revisions in repro- 
graming. 

Captain SHerMAN. Mr. Sheppard, we have had to reprogram in 
budget activity No. 1, ‘Administrative headquarters for naval dis- 
tricts, bases, and stations,” total of plus $232,000 into that particular 
activity. Servicewide communications we have reprogramed—— 

Mr. SHEPPARD. Why did you have to make the transfer? I want 
the reasons for each of these. 

Captain SHerMan. Yes, sir. 

Mr. Suepparp. Let us have an understanding about these ques- 
tions for this reason: 

These budgets come up to Congress with certain justifications be- 
hind them. Then we find later on we are confronted with reprogram- 
ing, which means readjustment, reassignment of moneys as against 
the original justifications. 

Captain SHERMAN. Yes, sir. 

Mr. SHepparpD. Apparently I imagine that must happen, but we 
want to know why it is happening, from what funds you took it and 
why you put it here. 

Captain SHERMAN. We can give you that explanation. 

In budget activity 1, which js ‘Administrative headquarters, naval 
districts, bases, and stations, we have a net difference as of the 31st of 
December of $232,000 which had been reprogramed in. 

We arrived at that $232,000 as follows: We had $410,000 taken 
from budget activity 2, which is ‘“‘Servicewide communications,’’ for 


74195—56——68 
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pay increase costs. Those pay increase costs, and I will explain it 
now and not go into it further—— 

Mr. SHeprarp. All right. 

Captain SHERMAN. They are for the first three-quarters. 

We have a small item of $2,000 transferred in from communications 
for “Janitor service to the commandant in the 4th Naval District.”’ 

We have $25,000 transferred out to budget activity No. 5. Budget 
activity 5 is a composite activity. It takes care of Inter-American 
Affairs, and support of international projects which are assigned to the 
Chief of Naval Operations. 

This particular $25,000 was transferred into that activity 5 for the 
unified command support. 

Unified commands, sir, are located in the Atlantic and Pacific. 
This particular command was in the Pacific area. 

We have $75,000 transferred to ‘‘Departmental administration’”’ to 
meet increased costs, which were not foreseen when the budget was 
presented to Congress at the time this particular budget was prepared. 

We have $20,000 transferred to communications which covered 
increased cost of telephone toll calls. 

We have $25,000 transferred to “Executive Office of the Secretary” 
for increased administration costs of the Executive Office of the 
Secretary. That was transferred out of the Chief of Naval Operations 
funds. 

We have $35,000 again transferred to field activities. That is under 
the Office of the Secretary, which took care of a transfer of functions, 
Mr. Sheppard, under rental houses, Government-owned houses, where 
the auditors of the accounts were paid for by us and now are paid for 
out of the Office of the Secretary. That takes care of the net mcrease 
of $232,000 in budget activity No. 1. 

Mr. Sueprarp. That takes care of the reasons. 

How about the hydrographic office? 

Captain SHerMan. We have a net transfer of $45,000. In this 
articular activity we transferred $110,000 from communications. 
his came from procurement money. That was to take care of the 

pay-increase costs which we discussed before. 
t developed throughout all our activities. 

We reprogramed out of the Hydrographic Office a total of $125,000 
into the budget activity 5 which is for the support of the unified com- 
mand. Then we reprogramed in from budget activity 6—A, ‘Depart- 
mental administration,” $15,000, from Executive Office of the Secre- 
tary $5,000, executive offices $40,000, so the net total is $45,000 in, 
and the main reason for the plus is for the Antarctic Expedition. 

Mr. Suepparp. Thank you for your responses. I hope we do not 
have to have too much reprograming before this committee in the next 
budget. I would rather see a little preparatory justifications in the 
funds requested and less juggling after you get them. 

I just don’t like a budget that 1s switched from time to time. I am 
speaking for myself, and my colleagues can respond as they see fit. 

_ It does not lead, gentlemen, to a good performance budget, and it 
creates a condition frequently in the minds of our colleagues of ‘‘What 
is going on?” 

I realize, of course, in an operation of this magnitude there will 
be created eventualities beyond concept. I know that. I would 
like to see them tied down as well as possible. 
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Pay raises come along, Congress interjects itself; and you have to 
find money elsewhere. Usually they tell you to get it from money 
you have for something else, and that is not good, either. 

Captain SHerMAN. That is what we have had to do. 

Mr. SHEPPARD. I am also sympathetic in the same breath. 


OBLIGATED BALANCES 


Mr. Wiecieswortn. As I understand it, this request for the 
appropriation as a whole requests an increase of about $8 million 
in terms of appropriation, about $12 million in terms of availability, 
and about $5 million in terms of expenditure, and on that basis you 
expect to have an obligated balance carried forward into fiscal 1958 
of $24,839,391. Is that correct? 

Mr. Norp.anp. As to the unliquidated balance as of the end of 
fiscal 1957; yes, sir. 

Mr. WiaGLeswortu. Are those figures correct? 

Mr. Norpianp. They have an element of estimation in them, of 
course, but they are correct. 

Mr. WiaGLeswortn. Why, with an appropriation of this character, 
should you have an obligated balance carried forward into fiscal 1958 
amounting to. about 20 percent of your availability, more than 25 
percent of your expenditure? 

Mr. Norpuanp. In fiseal year 1956 we have approximately $9.5 
million for procurement of electronics equipment. This equipment 
has long lead time. 

Mr. WieeLeswortsH. How long? 

Commander Firz-Patrrick. Lead time is on the order of 2 years. 

Mr. WiaGLeswortH. You have told us vou will have a $24,800,000 
obligated carryover into fiscal 1958. 

Mr. Norptanp. That. would be composed of the bulk of the 
$10,800,000 for procurement of:electronic equipment in fiscal year 
1957, plus a sizable carryover from fiscal year 1956, together with 
other odds and ends which are unliquidated at the end of the year. 

Mr. Wiacieswortu. I wish you would furnish a breakdown of the 
estimated $24,839,000 that you expect to carry forward into 1958. 

Mr, Norpuanp. I will furnish that for the record, sir. 

(The information requested is as follows:) 


EsTIMATED CARRYOVER TO FiscaL YEAR 1958 
SERVICEWIDE OFERATIONS, NAVY 


This amount is made up of the 1956 and 1957 accounts as follows: 


Total obligated balance carried forward____._.___-..-__------.- $24, 839, 391 
1957 account___-__- cd. SUL Ww Wi OA. Wu elase 18, 508, 000 
1956 account._._...._-.-- 404 wiht dose fe biebe gel 6, 331, 391 


The unobligated balance in this account will be at a minimum at the end of 
fiscal year 1956 because of the pay-raise costs which necessitated a supplemental 
appropriation. Comparatively large obligated balances carried forward for 
fiscal year 1956 and fiscal year 1957 are due to a sizable electronic procurement 
program consisting of long lead-time items. Practically none of the $9.4 million 
procurement authorized in fiscal year 1956 will be expended this year. The $6.3 
million shown above in the 1956 account represents, for the most part, electronic 
procurement. The $18.5 million shown in the 1957 account will not be that 
great by approximately $2 million as a result of small unobligated balances in 
hundreds of allotments. $10.8 million represents electronic procurement, and 
the balance is the normal carryover. 





1070 
Mr. WiceLesworts. That is all, Mr. Chairman. 


ADMINISTRATIVE HEADQUARTERS FOR Nava Districts, Basses, AnD 
STATIONS 


Bupcer Activity No. 1.—Administrative headquarters for naval districts, bases, 
and_stations 


aap eile 


1956 estimate 1957 estimate 


Increase (+) 
or de- 
crease (—), 


Project difference, 


1955 actual 
compared 





Naval district and river command 
headquarters 

Boards of inspection and survey ---. 

Administrative headquarters, naval 
base and advanced base depot 


| 


$6, 382, 033 
119, 054 


235, 004 | 


Administration and security depart- | 


ments of naval stations. .-..- 


Procurement of automotive ae 


senger) vehicles__ 


Total obligations pean from | 


appropriated funds. - 


7, 994, 257 | 


14, 730, 348 | 


0} 


$6, 877, 000 
1 


7 
| 
re 


24, 300 
243, 000 | 
8, 716, 000 | 


56, 700 | 


16, 017,000 | 


$6, 320, 000 | 
120, 000 | 


243, 000 | 
| 

8, 469, 000 | 
57,000 | 

15, 209, 000 | 
| 


with 1956 


— $557, 000 
—4, 300 

0 

— 247,000 


+300 


— 808, 000 


Mr. SHEPPARD. Gentlemen, we will refer to the next item, “Budget 


activity No. 
bases, and stations, 


” 


your actual appropriation for 1955 is $14,7 
1956 is $16,017,000, and your estimate in 1957 is $15,209,000. 


reflects a decrease of $808,000. 
I wish you would pick up the items as reflected under this classifica- 
tion and give us an explanation by and between 1956 and 1957, please. 
Commander Hoscoop. For the district program we have a differ- 
Of this decrease 
$415,000 is due to. reduction in nonreeurring special projects, reduc- 
tion in cost of personal services and travel requirements. 
Admiral Russge.u. The biggest. single item was to move the naval 


ence of $557, 000 between fiscal years’ 1957 and 1956. 


district headquarters in Seattle. 
Mr. SHEPPARD. Questions on budget activity No. 


worth? 


Administrative headquarters for 


That is paid for. 


naval 


1, Mr. 


districts, 


reflected on paze 13 of the justificaiions I find 
30,348, your estimate in 


This 


Wiggles- 


Mr. WieeLeswortH. Where are the special projects shown? 


Commander HoxscGoop. In amount, 
and $45,000 for fiscal year 1957, page 18. 


Mr. Wigeteswortu. What is contemplated in 1957? 
Commander Hoscoop. In 1957 there is a group of small non- 
recurring projects in the various activities of the districts. 
have 2 projects at Norfolk in the Fifth Naval District, 


$460,000 for fiscal year 1956 


First we 
$13,000. 


One in the Eighth Naval District for $8,000 which is in New Orleans: 
one in the Ninth Naval District in Chicago for $5,000. The 14th 
Naval District in Honolulu, $15,000. The Potomac River Naval 
Command in this area, $4,000; making a total of $45,000 in fiscal 
year 1957. 

Mr. Wieeieswortu. Every item in this project except one, identi- 
cal with the current fiscal year, shows a reduction; is that correct? 

Commander Hoscgoop. We have various reductions. 
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Mr. WicGLeswortn. Is my statement correct? 

Commander HosGoop. Yes, sir. 

Mr. WicG.ieswortu. That-is all, Mr. Chairman. 

Mr. SHepparp. I wish you would give me a little information 
on 1D. 

Commander Hoseoop. This reflects a decrease in cost of personal 
services, also decrease in requirements for procurement of equipment 
and supplies to provide tamper-proof security passes at various naval 
stations, and approximately $17,000 in nonrecurring maintenance. 

Mr. SHEPPARD. Did you have further questions on activity 1, Mr. 
Wigglesworth? 

Mr. WiGcGLeswortn. Are there any new offices anywhere in this 
budget activity 1? 

Commander Honcoop. The new naval station at Pearl Harbor, 
which was not in the budget last vear. 

Mr. WiGcGLeswortH. Where does that appear? 

Commander Honcoop. That appears on page 25. 

Mr. Wiecteswortu. The naval station at Pearl Harbor? 

Commander Horncoon. Yes, sir. 

Mr. Wieeiteswortu. We had $1.9 million for that in 1955 and $2.1 
million in 1956. 

Commander Horcoop. This is on a comparative basis. This rep- 
resents transfers of funds formerly included for the naval base, Pearl 
Harbor. 

Mr. WigGLeswortu. | thought you said it was a new station. 

Admiral Russewu. Just a local reorganization out there. Every- 
thing that is there now was there before, but they have reorganized it. 

Mr. SHEPPARD. It is not a new station. You are talking about an 
operation on an established station. 

Admiral Russeuyi. That is what it amounts to; yes, sir. 

Mr. WicGitreswortn. As I look at 1A, 1B, 1C, 1D, and 1E I find 
no increase in any item except a $300 increase for freight. All other 
items reflect decreases or the same figures as in the current year, is 
that correct? 

Commander Hornegoop. Yes, sir. 

Mr. Wice.eswortn. That.is-all, Mr. Chairman. 
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SERVICEWIDE COMMUNICATIONS 


Bupcet Activity No. 2.,—Servicewide communications 


Increase (+) 
or de-, 


| crease (—), 
No. Project 1955 actual | 1956 estimate 1957 estimate a 
compared 
with 1956 








ia jp 


2A | Maintenance and operation of the 


Naval Communications System and 
support of the National Security 




















I IE 5. oo ic ctergestncinenawnt $13, 169,214 | $14, 797,000 $16, 878,000 | +-$2, 081, 000 
The Naval Communication System. 10, 224, 214 10, 957, 000 | 11, 218, 000 +261, 000 
Support of National Security | 
PUGS - ns 85 — ees <b Va 2, 945, 000 3, 840, 000 5, 660, 000 +1, 820, 000 
2B | Procurement of electronic repent, Ht fee M4 
total____- hs atkins isi 2, 304, 058 9, 488, 000 10, 800, 000 +1, 312, 000 
The Naval Communication System. 1, 969, 058 7, 088, 000 8, 043, 000 +955, 000 
Support of National Security 4 
ADRS. i253. ls SSb Sd 335, 000 2, 400, 000 2, 757,.000' | +357; 000 { 
eee | | 3 
2C | Commercial communications and serv- 7 
a ae ee ae eee eee 1, 484, 938 1, 625, 000 1, 600, 000 —25, 000 ; 
The naval communication system . 
and associated activities.........- 1, 374, 938 1, 500, 000 1, 475, 000 —25, 000 
Support of National Security } 
BOW Wikis 5 -4h655~S 64 <S56pb ee 110, 000 125, 000 125, 000 0 ; 
2D | Support of other naval activities, total___ 1, 474, 316 1, 606, 000 | 1, 678, 000 +72, 000 } 
Naval activities and functions..___- 724, 316 778, 000 778, 000 0 ‘ 
Support of National Security i 
a a ee 750, 000 | 828, 000 | 900, 000 +72, 000 ' 
Obligations Sapabis from appropriated i 
funds, grand total._........-...-....- 18, 432, 526 | 27, 516, 000 30, 956, 000 +3, 440, 000 
The naval communication system | 
and associated activities__..__.__. 14, 292, 526 20, 323, 000 21, 514, 000 +1, 191, 000 
Support of National Security | 
+2, 249, 000 


ROI «<b Sabo idetse ced bgecndk sd 4, 140, 000 | 7, 193, 000 | 9, 442, 000 








Mr. SHEPPARD. We will pick up budget activity No. 2 reflected on 
page 28 of your justification. 

I wish you would give the committee a brief explanation of the 
reasons for the change in the fund requirements between years 1956 
and 1957, for each project. 

Commander Firz-Parrick. Sir, the system about which we are 
speaking beginning on 28, is as you know, the worldwide radio system 
that extends from the Orient through the United States and onward 
to the Mediterranean. It consists of 13 communications stations, 5 
communications facilities on foreign soil, and 14 small communication 
units. Closely associated with this system are the facilities required 
for support of the Naval Security Group in carrying out a part of the 
Navy responsibility directed by the National Security Agency. 


EXPLANATION OF INCREASES 


Mr. Suepparp. Address yourself to the sum reflected in the third 
column which reflects the differentials compared in the instances I am 
referring to and give us the reason for the increase. 

Commander Firz-Parricx. The amount of $2,081,000 shown on 
page 28 is composed of an increase of 165 man-years for $965,000, 
plus-an increase in an item for furnishings of quarters, $825, 000, an 
increase in our leased lines cost of $225,000, plus an‘increaseof $150, 000 
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for a new communication facility in the Mediterranean. That ac- 
counts essentially, sir, for the totals shown on page 28 as $2,081,000. 

Mr. SHEPPARD. I note on page 34 that you are requesting substan- 
tial changes in certain of your activities. Would you please explain 
to the committee the reason for the increase of $109,000 at Washington, 
the reason for the increase of $451,000 for Yokosuka, and $200,000 in 
the Philippines; $107,000 at London and $150,000 for the Mediter- 
ranean which appears to be a new station. 

Commander lon Patrick. Sir, the increase of $109,000 for Wash- 
ington is a reflection of salaries for naval security group’s civilian 
personnel required to be budgeted for, for the first time in 1957, to 
enable the Navy to discharge the responsibilities placed upon it by the 
national security agency. 

The increase in the Philippines, sir, for $200,000 is composed of a 
$150,000 increase for security-group civilian personnel plus a $50,000 
increase for outfitting and operation of new facilities there this year, 

The $107,000 increase at London, sir, is attributed solely to Secur- 
ity Group civilian personnel. 

The $150,000 increase—— 

Mr. SHEPPARD. Wait'a moment. You say it is due to that. What 
composes the requirement? You give me a function but you have 
not given a detailed support of the function. 

Commander Firz-Parrick. Off the record. 

(Discussion off the record.) 

Mr. SHEPPARD. Proceed to the next item. 

Commander Firz-Patricx. The $150,000 increase, sir, for ‘‘Naval 
communication facility, Mediterranean”’ is attributed to reaching in 
1957 a 50 to 75 percent level of operation in that new facility. 

Mr. SHepparp. What justification do you have for the new facility? 

Commander Firz-Parricx. Off the record if I may sir. 

Mr. SHEPPARD. You may. 

(Discussion off the record.) 

Mr. SHepparD. Go ahead and pick up the one you have not talked 
about yet, Yokosuka. 

Commander Firz-Patricx. In Yokosuka, a $451,000 increase is 
composed of a plus of $501,000 attributed to Security Group civilian 
personnel and a $50,000 reduction in other operating costs. 

Mr. SHEpparpD. I note that you are requesting an increase of 
$225,000 for funds to provide leased lines and equipment. What is 
the reason for this increase? 

Commander Firz-Patrick. Off the record, if I may. 

Mr. SHEPPARD. Very well. 

(Discussion off the record.) 

Mr. SHEepparp. You are requesting $950,000 for procurement of 
furnishings for 410 sets of public quarters. I wish you would identify 
the location of these quarters and the status of them at the present 
time. 

Commander Firz-Patrickx. These quarters are located at three 
locations. There are 122 located at Port Lyautey, sir, and plans now 
call for commencement of construction of those quarters in the 
immediate future. 

The next location is Philippines where there are 206 quarters. In 
that case the construction contract has been let now, sir. 

The final place, sir, is.at Yokosuka where current plans are going 
ahead on 82 sets of quarters, sir. 
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MAINTENANCE AND OPERATION OF NAVAL COMMUNICATION SYSTEM 
AND NATIONAL SECURITY AGENCY 


Mr. SuErparp. We will insert pages 34 and 36 in the record at this 
int. 
(Information referred to follows: ) 


Prosect No. 2A.— Maintenance and operation of the naval communication system 
and or of the National Security Agency 





Increase (+) 
| or de- 


crease (—), 
Activity 1955 actual | 1956 estimate | 1957 estimate! difference, 
1957 com- 


NAVCOMMSTA, Newport........._-.....---] $170, 107 
NAVCOMMSTA, Norfolk___- Ce ee ee eee oe 480, 551 
NAVCOMMSTA, Key West__.._.___..----- 32, 416 
NAVCOMMSTA, San Juan____- : 359, 390 | 
NAVCOMMSTA, San Diego. __- es saad 681, 135 | 
NAVCOMMSTA, San Francisco-.- siteeal 895, 251 | 
NAVCOMMSTA, Seattle_. Pit. Sae 648, 926 | 
NAVCOMMSTA, Pearl Harbor _ - 1, 022, 693 | 
NAVCOMMSTA, Balboa 
NAVCOMMSTA, Adak....._._____- 
NAVCOMMSTA, Kodiak 
NAVCOMMSTA, Washington, D. C_- 
NAVCOMMSTA, Guam__._____- 
NAV COMMFAC, Yokosuka. -_- ; 
NAVCOMMFAGC, Philippines__-_-___- 
NAVCOMMFAC, London * 
NAVCOMMFAC, Port Lyautey---_- Aeeletn. 
NAVCOMMFAC, Mediterramean_-_________.- 
NAVCOMMUNITS 

DNC Operational Administration _ -- 


5Ss38 


c= 
On 








Installation of equipment, total____ 


The naval communication system. ---______| 218, 387 | 
Support of National Security Agency 210, 000 





Procurement of furnishings for new public | 
quarters, total | 52, 000 


The naval communication system 27, 000 
Support of National Security Agency 25, 000 





Procurement of nonpassenger carrying auto- 
motive equipment 51, 468 


Grand total ’ 13, 169, 214 


The naval communication system.._......| 10,224,214 | 10,957,000 | 11, 218,000 
Support of National Security Agency 2, 945, 000 3, 840, 000 5, 660, 000. +1, 820, 000 
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PROCUREMENT OF ELECTRONIC EQUIPMENT 


Mr. Suepparp. Now pick up project 2B. 
the table reflected on page 38. 
(Information referred to follows:) 


The following table summarizes the actual obligations for this project during 
fiscal year 1955 and the estimates for fiscal years 1956 and 1957: 


Insert in the record 


| | Increase (+) 
or de- 
crease (—), 
1956 estimate | 1957 estimate | difference, 


Activity | 
1957 com- 
| 


1955 actual 


1956 


| 
Oryptograp hic aids and devices: | 
hore Establishment-. $1, 625, 768 | 
Operating forces. __--- 0 | 
Special equipment for support ‘of National 
Security Agency requirements-_....- -- 
Modernization of the naval communication 
SE RS eens ones 


$2, 580, 000 
1, 498, 000 | 


| 
2, 757, 000 * 
3, 965, 000 


10, 800,000 | +1,312,0 


$288, 000 | 
4, 900, 000 


+$2, 292, 000 
—3, 402, 000 


335, 000 
343, 290 


2, 400, 000 | +357, 000 


2, 065, _ +2, 065, 000 





1, 900, 000 | 


Grand total__.. 9, 488, 000 | 


7, 088, 000 r 
2, 400, 000 


2, 304, 058 | +1, 312, 000 


+955, 000 
+357, 000 


The naval communication system. 
Support of National Security Agency - - -- 





COMMERCIAL COMMUNICATIONS AND ASSOCIATED SERVICES 
Mr. SHepparD. Project 2C. Insert in the record page 41. 
(Information referred to follows: ) 


Prosyect SUMMARY 


The following table summarizes the purposes for which funds are requested 
in this project, showing the fiscal year 1955 actual obligations and estimates for 
fiscal years 1956 and 1957: 


Increase (+) 


1955 actual | 1956 dctiein| 1957 estimate 


$950, 000 | 
825, 000 800, 000 
125, 000 | 125, 000 


293, 028 325, 000 | 325, 000 
a 420 150, 000 150, 000 


, , 000 , 


Telephone service, total 


The naval communication sys 
Support of National Security Agency 


$840, 490 $925, 000 


730, 490 
110, 000 


Commercial telegrams, cablegrams, and radio- 


1, 484, 938 1, 625,000 | 1, 600, 000 | 


The naval communication system... - 


Support of National Security Agency. 





1, 374, 938 
10, 000 


' 


1, 500, 000 
125, 000 








1, 475, 000 
125, 000 
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SUPPORT OF OTHER NAVAL ACTIVITIES 


Mr. SHEpparD. Project 2D. Insert in the record page 43. 
(Information referred to follows:) 


The following table summarizes the purposes for which funds are requested in 
this project, showing the fiscal year 1955 actual obligations and estimates for 
fiscal years 1956 and 1957: 


Increase (+-) 
or de- 

| crease (—), 

1955 actual | 1956 estimate | 1957estimate| difference, 

1957 com- 

pared with 
1956 


| 


| $1, 252, 000 +$72, 000 


Naval security station, total $1, 082, 598 $1, 180, 000 


Naval functions aad 332, 598 | 352, 000 | 352, 000 0 
Support of National Security Agency-_- -- 750, 000 | 828, 000 900, 000 +72, 000 








Communication departments of naval stations - 391, 718 | 426, 000 | 426, 000 0 


Grand total a , 474, 316 1,606,000 | ‘1, 678, 000 | +72, 000 


Naval activities and functions____-_--} 724, 316 778, 000 778, 000 0 
, 000 +72, 000 


Support of National Security Agency 750, 000 828, 000 | 


Mr. Suepparpb. I want brief comments pertaining to these three 
subdivisions I have referred to, projects 2B, 2C, and 2D. 

Commander Frrz-Parrickx. Project 2B, sir—off the record. 

(Discussion off the record.) 

Commander Firz-Patrick. 2C, sir, shows a decrease of $25,000 
which is attributed to certain reductions of operating costs and savings 
in offstation labor at Pearl Harbor, sir. 

Project 2D shows an increase of $72,000, part of which is security 
group civilian personnel and the other part is increased special mainte- 
nance projects required at the naval security station because of 
ag of National Security Agency. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 

Mr. SHEPPARD. Questions pertaining to the activity we have just 
had before us, Mr. Wigglesworth? 

Mr. WiceiteswortnH. Under 2A you said your increase of $2,081,000 
meluded an increase of 165 man-years or $965,000. What is the 
present personnel? 

Commander Firz-Patrickx. Present personnel on board, sir, as of 
January 31: Civilian personnel, 1,720; military personnel, 11,760. 

Mr. Wiccieswortu. Why do you need this increase of 165 man- 
years and why should it cost about $6,000 per man-year? 

Commander Frrz-Parricx. Off the record, if I may. 

(Discussion off the record.) 

Mr. WiccLteswortu. How many quarters are involved? 

Commander Firz-Patricx. That is a total of 410 sets of quarters 
altogether. 

FURNISHING OF QUARTERS 


Mr. WicGLeswortH. You estimate about $2,000 on the average 
for furnishings per quarter? 
Commander Firz-Patrick. Yes, sir. 





1077 


Mr. WiccieswortH. What is your most recent obligation figure 
against the total available for this? 

Commander Firz-Parricox. The most recent obligation figure, sir, 
is our January 31 figure. We have it split here, sir, into “Procure- 
ment” and “Other than procurement.” At that time the percent, 
obligated for ““Procurement” was 18 percent of a total of $9,488,000 
available; and for “Other than procurement,” mainly maintenance 
and operations, 52 percent was the obligated figure of the available 
amount of $18,055,000. 

Mr. Wiee.teswortH. Why the lag in the procurement figure? 

Commander Firz-Partrick. It is because, sir, of the time required 
in processing contracts. 

Mr. Wiaaieswortu. Do you expect to obligate 82 percent in the 
last 5 months of the current year? 

Commander Firz-Parricx. These figures supplied you, sir, were 
official accounting records. We are informally advised that as of 
right now we have obligated about 85 percent of procurement money. 

Mr. WicGieswortu. | have no further questions, Mr. Chairman. 


HyproGrapPaic OFFICE 


BupGet Activity No. a trgenntep his We 


7 | | 
| Increase (+) 
} or de- 
crease (—), 
Project 1955 actual | 1956 estimate | 1957 estimate | difference, 
1957 
compared 
| with 1956 


| 
i 
3A | Operation of the Hydrographic Office $9, 301, 166 | $9, 883, 000 | $10, 865, 000 | +$982, 000 


Total obligations payable from 


appropriated funds. 9, 301, 166 9, 883, 000 | 10, 865, 000 | +982, 000 


Mr. SHepparp. All right, the next item is reflected on page 44, 
Activity 3, Hydrographic Office. 

I find your actual appropriation for 1955 was $9,301,166; in 
1956 estimate, $9,883,000; and in 1957, $10,865,000, reflecting an 
increase of $982,000. 


ANALYSIS OF INCREASES 


I wish you would give me the reasons for the increases, please. 

Captain CocHran. Under item 3A (1), charts, we show a basic 
increase of $248,700. This is basically due to our military programs. 
The DEW line program is an increase of $21,000, the Antarctic pro- 
gram an increase of $60,000, combat chart program an increase of 
$34,000, and other small differences in this particular program. I can 
go into any of those you might desire for further details, sir. 

Mr. SHepparp. Pick out those in the category of $100,000 to 
$150,000 and comment about them. 

Captain Cocuran. Nautical line, $153,500. That is composed of 
the items I have just mentioned, sir. 

Mr. SHepparp. ‘Will you-pick up the: other subprojects that con- 
tribute to the total $982,000, please. 
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Captain Cocuran. Under ‘Publications’ we have a decrease of 
$140,900. That includes our national intelligence study, a reduction 
in our cost for sailing directions and light lists and the loran computa- 
tions which have been quite a problem with us. 

On warnings and forecasts we had an increase of $121,300. This is 
basically due to an increase in the cost of chartlets that we are sending 
out and corrections to our nautical charts and ice-forecasting project 
which is the Dew Line project. We are sending approximately 30 
personnel to the Arctic to do ice-foreeasting work for the fleet. 

Mr. Suepparp. As I recall it, last year you had an accumulated 
backlog in the mapping aspect of your function. 

Captain Cocuran. Yes, sir. 

Mr. SHeprarp. What is the story? 

Captain Cocuran. I think you are referring to that from hearings 
of several years ago. We have approximately 1,000 charts that are 
foreign reproductions. We are gradually reducing that number and 
replacing those by standard Hydrographic Office products. 

Mr. SuHepparp. In other words, you are modifying them and 
bringing them up to date? 

Captain Cocuran. We actually draw a hydrographic chart and 
issue that, the advantage being we can sell it to the merchant marine 
as well as supply to the Navy. The foreign reproduction is a straight 
photographic reprint of a foreign chart available only to the Navy 
and not to the merchant marine, sir. 

Mr. SHepparb. Very well. 

Captain Cocuran. Under surveys our increased cost is considerable, 
$576,400. This is basically due to an increase in our DEW line 
requirements. Last year we had 60 people total, 30 from the office 
and 30 military up there. This year we will have about 20, I think, sir. 

And to the Antarctic survey, which is shown here as $148,180, sir. 
Our number of people away from the office has increased considerably 
in carrying out our assigned work in loran surveys as well as in surveys 
aboard our own hydrographic survey ships, sir. 


DISTRIBUTION OF COSTS TO OTHER SERVICES 


Mr. SHepparpD. What arrangements do you have with other military 
services, especially the Air Force, for cost distribution on surveys 
under operations of the Hydrographic Office? 

Captain Cocuran. Sir, this year we have in our budget presenta- 
tion the cost of the Arctic surveys. Prior to this time the cost of the 
DEW line survey was paid by the Air Force because we had not 
budgeted for it in our budget last year. There is no actual distribu- 
tion of the cost, since we normally do the survey work required for 
ae or oceanographic surveys, for certain magnetic surveys, 

orn th surveys and it is coordinated with the Air Force as well as 

ith the Army so that we do not overlap in their fields of interest. 

Mr. SHEepparD. Well, that is a very laudable achievement. But 
getting back to the question you do do certain work in here for the 
Air Force? 

Captain CocHran. Yes, sir. 
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Mr. SHepparp. Is that an on-order operation? The Air Force calls 
you people, or by memorandum and says we want this done and you 
act as their agency, using that terminology. 

Captain Cocwran. Yes, sir. 

Mr. Suepparp. That is strictly an Air Force operation as such? 

Captain Cocuran. Yes, sir. 

Mr. SHepparD. My question is do they pay you or does the Navy 
carry that charge for the Air Force? 

Captain Cocuran. If we have the requirement set on us in advance 
we budget for it and do it ourselves and there is no transfer of money. 
The exception to that is the DEW line job last year where it was not 
in our budget and they gave us the money so we could accomplish 
the work for them, sir. Our charts and publications within the De- 
partment of Defense on agreement are furnished free to the other 
services. 

Mr. SuHepparp. Then it is contemplated that because of the 
arrangements that presently pertain that you will do specific joint 
work for other agencies, even though it is not a Navy requirement, 
without reimbursement? 

Captain Cocuran. That is correct sir. 

Mr. SHepparp. How much extracurricular activity would you have 
to go to at the time you present your next budget up here to tell us 
what that cost is against the normal cost of your office servicing the 
Navy exclusively? Can you do that or will that create a lot of 
bookkeeping? 

Captain Cocuran. To establish accurate cost distribution I believe 
it would be difficult. To give you a very good estimate, Mr. Chair- 
man, I believe it could probably be done but it would be in the maybe 
10-percent range. 

Mr. SHEPPARD. You give us an estimate and take a 10-percent 
break either way and that will give us a running look at the situation. 

My attitude and that of my colleagues is to have as much segrega- 
tion of cost departmentalwise as possible. Otherwise, in these inter- 
services activities they may have a mathematical requirement but 
some would be a benevolent requirement. We want to draw the 
line between the two. We get the interwedding of mathematics in 
appropriation and we do not know Navy cost or Army or Air Force 
costs too well. Off the record. 

(Discussion off the record.) 

Mr. SHepparp. Any questions upon this item, Mr. Wigglesworth? 


CHARTS 


Mr. WieGLeswortu. Is there any limit in sight to the annual in- 
crease in work on charts? 

Captain Cocnran. Not if we continue to supply the Navy and mer- 
chant marine with adequate charts, sir. I feel that at the present 
time we are supplying them with about the minimum of charts they 
should have, sir, and we are not oversupplying them or supplying them 
with charts that are not essential or Somaed. sir. 

Mr. WiaGLeswortH. There has been an increase from year to year 
pretty steadily in this work; has there not? 
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Captain Cocuran. Yes, sir; that is true. I would like to call your 
attention, if I may, to a study I made; in 1949 90 percent of our budget 
was for nautical and aeronautical charting work. At the present time 
40 percent of our work is for natutical and aeronautical requirements. 
Our main increase in work, sir, is due distinctly to our military pro- 
gram, sir, and is based on military requirements. 

Mr. WiaeLteswortn. There is an increase shown here in respect to 
charts of $248,700. 

Captain Cocuran. Yes, sir. That is basically also for our military 
programs that are within that program, sir. ; 

Mr. Wiae_eswortn. | wish you would bring up to date, when you 
revise your remarks, the tables we had last year at pages 1163 and 1164 
of the hearings. 

Captain CocHran. Yes, sir; I have those available. 

(The information referred to is as follows:) 





000 ‘g98+ 000 “ges ‘9 } ‘¢ | 00 ‘Z26'¢ | est‘zez‘s | coz‘zeo's | “--=""==""""18909 PUBIS I9N 








i 000 “06— Ree enrnnnn aren ens 000 ‘O6— ee re ; | ee ets ~~“ sjyusurelnbey 
000 "8ZI+ See ee ee ee | ae 2 ee eee ns eee 

| j :880’7 
000 ‘cez+ 000 ‘926 ‘9 ;‘166‘OT =| b2L‘o | 000‘06I'9 | ei | 288 ‘296 ‘¢ Z9L ‘ZE9 ‘8 i “[BIOL 





006 “612 a oe Sales ye ' 5 | “Seiten « fa C8z ‘Zo9 i Seimei es ---guoddns pus dUBUdJUIBIY (OWVE 
000 ‘0b— 009 “908 4 SE ee : . wep ee=""*) ae fe ee ee ee a eae a nn ae oe 
006 ‘9% — OOT “#89 mire ye=~RGRSRYY~-"1*=30s- 2 Ole ae seonpAEr =~ ; ~=>========="=—OWoONpold 19430 (8) VE 
009 ‘P6+ | 0O€ “FEZ (fe eae “""| 96S ‘Z9¢ Bre Ses agen Ream iE cers cere ore tr oe le nae eare a melee Sete 
008 ‘861+ 002 “PRY | 290 ‘499 ‘¢ } : ig 986 ‘ISt 166 ‘SIZ | oe “"““SoBBSSoUl PUB S[LOTpOTIad (9) VE 
009 ‘9%+- 00S “669 O8F ‘68h | Oe ‘ZoP | POF ‘BLE ~"-=""“suol}eor[qnd uBio, pue [eorjneuoley (¢) VE 
00 ‘86— 009 “882 8LZ ‘BLP ; TPO ‘090 ‘T 268 ‘b0F ae “suoy}eoTqnd peoyyneN (F) VE 
002 ‘6e+ 00T ‘O19 OOF S99‘ =|: HIE‘T =| OOF ‘OLS ; " Zz ‘110 % eae S}IBYO UBIO] PUL [LITINeUOIVV (£) VE 
000 ‘bSZ+ 002 “OFE ‘T 22 ‘269 ‘T 68Z'Z | 002 ‘980'T a “>> =-="""" “S49 BYO [BONN (Z) VE 
OOT ‘@I$— 00¢ ‘99$ | 6I¢ 'T ZIT ~—s |: 009 “69S ; Toone es} ew weesesssessoooe""--sarpngs Arvyyiu peyedg (1) Ve 





HVUl6OUd TVIILAVNOUAV GNV TVOILAVN 


4s09 sadog | | serdog | sue}] | 4809 saidog 














4800 
ous.eg Iq 


2961 180K [OSTA 9961 10d [wOSTy | 9961 1wOd [eosT.y 





]D92}NDUOLID PUD DINO AT 


[(1) emsopug] 





000 ‘621+ 


000 ‘226 ‘I _| one ez 


| 000 ‘862 ‘I 


| 
| 000 ‘se 





000 ‘e+ 
000 ‘9b I+ 


0002 | 00g ‘ez 


000 ‘& 
000 " 168 q 


000 ‘8¢ 





002 ‘61+ 
00g ‘as — 
002 ‘TI— 


svuUsIEy IG 


000 ‘o9— 
000 9+ 
000 ‘91I— 


4800 
sousIeg IC 


“000 ‘68 

“| 006 ‘9¢ 
00 ‘OF 
00% “TZ0.‘I 

| OO ‘061 

| 000 ‘zz, 
001 ‘OLS 


O01 ‘6 
OO1 ‘FT 


000 ‘681 
006 ‘9¢ 
000 ‘Fez, 
O02 ‘LZ8 
009 ‘621 
| 002 ‘FEZ 
| 009 69% 


sajdop 


L961 IB0A [BOST 


000 $50 


| 000 ‘e90 % 
| 00F ‘61¢ 
OT ‘96 
002 ‘10Z 
008 ‘6ZE 
G08 ‘9OI ‘I$ 


4809 


| saidog 


| L961 IBOA [Rost gy 


sumeiy | 


4809 


000 ‘EIT Z 


| 000 ‘9S— 


| 000 ‘691 7% 


OOF ‘61E 
OOT ‘96 

000 ‘9F2 
006 ‘Ece 


sib | 
009 ‘ST 


a1" | 


| 


80D 


SuIe}] 


‘I$ 


OST ‘SZ 
088 ‘ZI 
saidog 


9861 IROA [ROSITA 


9€ 
OF 


SuIe}] 


| 999 ‘sez ‘I 


| S61 ‘se 


s6I se 


969 ‘%o— 
Z9E ‘OBL “T 


SL9 ‘POT 


| £69 ‘SF 


2E0 ‘OSE 
406 ‘092 
FIZ ‘ZI 
CHL ‘HEE 
290 “6% 


ILI ‘61 
$20 ‘OT 


so saldog 


+ 


| 


T9I 


T9T 


Suez] 


CSI IBOA [ROST A 


poalosd auvfivm vassapus) 


ZLP ‘O89 “S 


ZL¥ ‘O89 “e 


000 ‘OZF ‘T 
ZL¥ ‘092 ‘Fb 


so1dog 


QC61 IVOA [OSTA 


[(z) aansopug] 


gig 


91g '€ 


L18 
669 Z% 


Sul9}] 


€Il ‘Ig¢— 
b2b* 188 T 
ove ‘zoe 
129 bL 
iLb ‘LIE 


| 
11g ‘O€8 ‘I | 
| 610 ‘802 9 


102 ‘T¥2 ‘I 
818 ‘996 ‘F 


6IL ‘696$ 


| 

L 
6¥2 ‘19% 
| 


sop seidog 


SC6I IB9A [ROSITA 


poaloud Buravyd JV SN Aon wired 


{(Z) emsopuq] 


So 


610 ‘802 ‘9 | £98 


£98 % 


| 
| 


| 
| 


“[8}0] puBls JON 


400} 
TEST SEEM 


--qioddns put souvus} Urey 


UOTINGTAAST 
~---="Woranpoid 10410 
~“sfeaIng 

~“s[RoT ported 
~--suor}sar[qnd 


“""[B20] PUBIZ 19N 


4904 
[R10], 


yioddns pus suBueIUIEy 
UOTINGLNYST (| 

uopjonpoid 13440 

suoT BoT[qndg 

“SweyO 


$ SSv] 


(2) 
(9) 
(9) 
(¥) 
(f) 
(@) 
(1) 


oe 
Je 
of 
of 
of 
of 
Of 


§ sso] 


(¢) ag 
(+) ae 
(¢) ae 
(%) ae 
(1) de 





1083 


[Enclosure 3] 
Prosect No. 3A—Operation of the Hydrographic Office (budget supporting data) 


[Cost swmmary table = = roject, ec eae in accordance with new budget format) 


Increase (+) 
1955 1956 | 1957 estimate | °F decrease (—), 
| difference, 1957 
over 1956 


Man.- | —— Man- a Man- . Man- . 
| years | Cost | years Cost years Cost years Cost 
tose Re oak ee a aaah 
3A (1) Charts. _. | 483. 3/$3, 087, 225| 489. 5'$3, 145, 400] 521. 5/$3, 304, 100) +32. 0! +$248, 700 
3A (2) Publications--..- 337. 5| 2,470,480] 325.6] 2,356,300) 308.6) 2,215,400} —17.0 140. 900 
3A (3) Warnings and forecasts__. 58.4} 639, 683) 51.1) 607, 300 67.2] 728,600! +16.1) +121, 300 
3A (4) Surveys | 9215.9! 1, 760, 390 197. 8| 2, 007,400) 241.7 7| 2, 583, 800) +43.9 +576, 400 
3A (5) Distribution control. | 68.7) 502,469} 67.0} 625,300} 66.0 624, 800} —1.0 — 500 
3A (6) Administrative support.._| 198.2} 896, 244) 209.0) 1,228,300) 209.0) 1, 228, 300 
3A (7) Branch offices | 40. 2 184,122} 25.0) 130, 000) 18.0) 90, 000} —7.0; —40, 000 
- hh dinate Li ks sil i 

Total__.- 1, 402. 2} 9, 540, 618) 1, 365, 0) 10, 100, 000) 1, 432. 0) 10, 865, 000; +67. 0; +765, 000 

Less: Stock . _| —239, 452) —?17, 000! +917. 000 


Appropriation request, budget | 
activity No. 3 1, 402. 2) 9, 301, 166/1, 365. 0) 9, 883, 000) 1, 432. 0/10, 865, 000) +-67 


Mr. WieeLeswortH. Why should you do the additional work for 
the Air Force if you did not do it last year? Is there any reason 
for one department doing it more than the other? 

Captain Cocuran. Sir, we did do the work last year. Last year, 
however, it was too late for Navy budgetary requests to be put in and 
it had been budgted for by the Air Force so they supplied us with the 
money that we did the charting and survey work with. 


MILITARY REQUIREMENTS FOR SURVEYS 


Mr. WiaGLesworrH. Under your survey item you show an increase 
of $576,400 and state that it provides for increased effort and in- 
strumentation as required to meet military requirements for various 
types of surveys 

Either on or off the record, what are the types of surveys involved 
in this increase? 

Captain Cocuran. The types are additional requirements for 
surveys for Loran positions, additional surveys for gravity surveys 
that are a new requirement on the Hydrographic Office, requirements 
for the survey in the Dewline site, requirements for surveying the 
Antarctic. One of the major increases is surveys of the coastal 
harbors to make special surveys. Off the record, please. 

(Discussion off the record.) 

Mr. Wiae.teswortH. That is all, Mr. Chairman. 

Mr. SuepparpD. Thank you very much, Captain. 


74195—-56——_ 69 
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NAVAL OBSERVATORY 


Bupcer Activity No. 4.—Naval Observatory 




















| , ] 
Increase (+) 
or de- 
2 : crease (—), 
No, Project | 1955 actual | 1956 estimate | 1957 estimate | difference, 
1957 
compared 
with 1956 
4A | Operation of the U. S. Naval Observa- 
ET ihc cain nstint Cnn ésdiyes aamicsaine | $722, 830 $751, 000 $827, 000 +$76, 000 
Total obligations payable from 
appropriated funds_-____-._.-- -| 722, 830 751, 000 827, 000 +76, 000 


We will pick up the next activity, No. 4, reflected on page 49 of the 
justifications which we will insert in the record. 


FURNISHINGS FOR FLAG OFFICERS’ QUARTERS 


Mr. SHepparD. Please give us an explanation for the increases 
that are reflected in your budget as against 1956 and 1957. 

Commander Gray. Funds requested for fiscal year 1957 provide 
for operation of the Naval Observatory on the same level as fiscal 
1956 and previous years. 

The increase in funds requested is due to the increase in pay scales 
and for the support of flag officers’ quarters. 

Mr. SHepparpD. You are addressing yourself to the $76,000 reflected 
as an increase; is that correct? 

Commander Gray. Yes, sir. 

Mr. Suepparp. What is the status of the construction of the new 
flag quarters to be located on the observatory grounds? 

Admiral Russetu. I can answer that. 

Mr. SHepparpD. Please do. 

Admiral Russe.ti. When the bids were put out for the three sets of 
quarters the low bidder was $112,000. The authorized expenditure 
for those three sets of quarters was $81,000. 

Mr. Suepparp. Was that a unit cost? 

Admiral Russetu. No, sir, for the three. 

Mr. SHepparD. What is the unit cost? 

Admiral Russetut. That would be $27,000 per unit. It was felt 
that that was not enough. Consequently the representatives of the 
Navy Department came back to the Armed Services Committee and 
asked for an increase in the authorization. That, I think, has been 
cleared by the House Armed Services Committee. Upon passage of 
that authorization we can proceed with the construction, let the 
contracts. 

Mr. SHEepparD. In other words you found yourself in a position 
where the money appropriated was not sufficient under the con- 
tractual proposals to build these units on a per unit cost within the 
bracket of the appropriation. 

Admiral Russetu. That is right. 

Mr. SHEPPARD. You came back to the committee for additional 
authorization. 

Admiral Russet. Yes, sir. 
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Mr. Suepparp. Which you have received? 

Admiral Russetu. It has not actually passed the Congress yet. 
I think it has been cleared by the committee. 

Mr. SHepparp. I think you will get it. Then what will you do 
next? 

Admiral Russruu. I think as a matter of interest the low bidder 
was one of 12 or 14 bidders and considered a reputable concern and 
the next step, once the authorization is obtained, is to let the contract 
and proceed with construction. 

Mr. SHepparD. Obviously, from your comments there was not 
enough money the first time? 

Admiral Russexu. That is right. 

Mr. SHepparD. Now where will you get the money? I am going 
back again to find out where this money is coming from. 

Captain SHerMAN. That was for furnishing quarters, not con- 
struction. 

Mr. SHepparpD. Furnishing only? 

Captain SHerMAN. That money is for furnishing, upkeep, and 
maintenance of quarters. 

Admiral Russe.u. I was going to add to my statement that there 
was alittle confusion. Originally they were going to have 6 sets and 
we wound up with 3 sets, and we are uncertain as to when the furnish- 
ings of the quarters would be required. In other words, it all depends 
on the length of delay as to how much we are going to need in the 
fiscal year to maintain these quarters. 

Mr. Suepparp. Is this associated with the additional flag officer 
requirement that we were discussing possibly a year or a year and a 

alf ago? 

Admiral Russe.u. No, sir. 

Mr. SHEepparD. It has nothing to do with that aspect; this is just 
the normal requirement? 

Admiral Russe.u. Yes, sir. 

Mr. Suepparp. What has ever been resolved out of the flag-officer 
hassle that we had? 

Admiral Russexu. There were 3 sets of quarters authorized to go 
on the Naval Observatory grounds and those are the 3 we are talking 
about for this coming fiscal year. The best estimate of when they 
will be completed is the 1st of December, which is a fractional portion 
of the year for the purpose of this item here. 

Mr. SuHepparp. Are there any questions upon this item? 

Mr. WicGLeswortH. I do not understand yet whether we are 
dealing with 6 sets or 3 sets of quarters. 

Admiral Russe... Three sets. 

Mr. WigeLeswortH. On page 51 of the justification there is a 
statement that this subproject includes the estimated cost of equipping 
and maintaining six new sets of flag officers’ quarters. 

Admiral Russe.u. Well, there are three for each year. 

Mr. WiaGLeswortH. There are three quarters already completed? 

Admiral Russeiu. No, sir. 

Admiral Smiru. The three sets of quarters the chairman made 
reference to and asked about the contract status are those in fiscal 
year 1956. 

Mr. WiGGLeswortH. I want to know how many quarters we are 
appropriating for here. 
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Admiral Smit. We have not yet appropriated for any. But there 
will come before you in the military construction bill a further 3 sets 
of quarters, making a total of 6. 

Mr. WiacLesworts. As I have stated, the justifications indicate 
that this project includes the estimated cost of equipping six new sets 
of flag officers’ quarters. Then it breaks the cost down including 
$65,400 for equipment. I understand none of the 6 are yet completed; 
you hope to have 3 of the sets of officers’ quarters completed by 
December of 1956. The other three are yet to be authorized. Is 
that correct? 

Admiral Smiru. Three are to be authorized and the other three will 
have to have additional money authorized and appropriated before 
they can be let for contract. None are under construction. 

Mr. WicGLeswortH. The point I am trying to raise is—is this 
$65,400 for equipment for 3 sets of flag officers’ quarters, or for 6? 

Admiral Samir. For six sets. 

Admiral Russevu. Three of them will be built at one time and 
three at a later date. 

Mr. WicGLeswortH. The last three have not been authorized yet, 
but you are making this request on the assumption that they will be 
authorized. Is that correct? And when will they be completed if 
authorized? 

Admiral Russet. I do not know that. 

Captain SHERMAN. When this budzet was prepared and sent up 
to the President, at that particular time we believed there would be 
six sets of quarters. The figure that is reflected in the budget is in 
excess. Actually now we find ourselves in the position where we will 
be purchasing furniture for 3 sets of quarters and we will be main- 
taining those 3 sets of quarters we expect for two-thirds of the 
vear. That would give us a total cost now of $36,800. The other 
three sets of quarters we cannot consider at this particular time 
because they have not been taken up. 

Mr. WieeLteswortH. And does this mean you plan to pay $12,300 
for furnishing each set of officers’ quarters? 

Captain SHERMAN. Yes, sir. Those costs are based upon the best 
information that the General Services Administration can give us 
to date. That does not cover items such as dishwashers and clothes 
washers. Those are items which the General Services Administration 
cannot quote on readily. They have to be obtained through GSA 
either through their marketing facilities, or through other facilities 
of civil engimeering, Navy. 

Mr. WicGLeswortH. $36,800 is the amount you actually require 
right now. What figure does that compare with in the justifications? 

Captain SHerMAN. With the $73,000 which is what would actually 
be chargeable to the quarters. 

Mr. WiceLeswortu. As I read this, you want $65,400 for equip- 
ment? 

Captain SHerMAN. That figure of $65,400 was based upon 6 sets 
initially. 

Mr. WicGLeswortu. I understand that. 

Captain SHerMAN. May I break that down for you? 

Mr. WiaeLeswortH. That would be $36,800 on the basis of 3 sets 
of quarters, would it not? 
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Captain SHerMaNn. The figure breaks down to $24,300 for the 
furnishings for 3 sets. We estimate $4,500 for additional equipment 
which would come under furnishings, such as air conditioning, washers, 
and so forth. We estimate $8,000 for two-thirds of the vear mainte- 
nance on these 3 sets of quarters. That is the best information we have 

Mr. WiccieswortH. Which gives a total of $36,800? 

Captain Superman. That is correct. 

Mr. WiceieswortnH. And on this basis the figure $73,000 in the 
justifications should be $36,800; is that right? 

Captain SHerMaANn. That is correct, at this particular time. 

Mr. WieeieswortH. That is all, Mr. Chairman. 

Mr. SHepparp. How many quarters are authorized, and what is the 
amount of the authorization? 

Captain SHermMan. Three sets of quarters are already authorized. 

Mr. SHepparp. What was the amount under that authorization? 

Captain SHERMAN. The current authorization was $81,000. 

Mr. SHeprparp. How many are funded and what is the amount? 

Captain SuermMan. Only the $81,000 is my understanding at this 
moment. 

Mr. SHeprparp. What are you requesting in fiscal year 1957 for 
these quarters in the public works program? 

Captain SHerMaNn. There are two different things. We do not pay 
for the construction of quarters; we pay for the furnishing of the 
quarters. The $81,000 covers the cost of construction which has 
already been appropriated, and civil engineering is now asking for 
more money. 

Mr. SHeprparpb. Do you know what civil engineering is asking for 
in fiscal year 1957 budget for the construction of these three sets of 
officers’ quarters? 

Captain SHERMAN. They are asking to have the $81,000 increased 
to $114,000. 

Mr, Suepparb. For further clarification purposes, how does your 
fiscal year 1957 request herein relate specifically to these three sets 
of quarters that we have been talking about, which is reflected now 
as $114,000? 

Captain SHERMAN. Our request covers the initial furnishing cost 
of these three sets of officers’ quarters, plus maintenance for two- 
thirds of the year. That is what our request is based upon. 

Mr. Suepparp. As of the moment, what is the total? 

Captain SHERMAN, Our total right now we estimate will be $36,800. 
That does not reflect in the budget because, at the time the budget 
was prepared, we had figured on six sets of quarters. Now we are 
down to three. 

Mr. SuHepparp. What is the figure in the budget that is comparable 
to the $36,800? 

Captain SHerMAN. The figure in the budget is $73,000. 

Mr. SHepparp. Thank you very much, gentlemen. 
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InTER-AMERICAN AFFAIRS AND Support OF INTERNATIONAL 














PRrosEcts 
Bupcetr Activity No. 5.—Inter-American affairs and support of international 
projects 
| | 
Increase (+-) 
| | or de- 
| | crease (—), 
No. Project | 1955 actual | 1956 estimate 1957 estimate | difference, 
1957 
| compared 
with 1956 
ne nn eer ds aldiciahcttleiedigaiadl Gebaceepteiaice coe 
Tee. GEES Se eee eee ee $355, 443 $486, 000 | $490, 000 +4, 000 
5B | Island government administration 855, 654 787, 000 1, 013, 000 +226, 000 
5C | Support of unified commands. - - 564, 371 | 757, 000 | 1, 467, 000 +710, 000 
|--—_-— 
Total obligations peyehte from | 
appropriated funds_-.........--- | 1, 775, 468 2, 030, 000 2, 970, 000 +940, 000 
| 


Pick up the next budget activity, No. 5, reflected on page 52 of the 
justifications, entitled “Inter-American Affairs and Support of 
International Projects.” 

Mr. SHEPPARD. I see from this table that your actual appropriation 
for 1955 was $1,775,468; your estimate for 1956 was $2,030,000, and 
your estimate in 1957 is $2,970,000. This reflects a plus of $940,000. 

I wish you would give me a brief statement defining the reasons for 
the increase and how it is to be used. 


NAVAL MISSIONS 


Admiral Russet. Mr. Chairman, Camptain Russillo is supporting 
only 5A, which is Naval Missions. The figures you read are for 5A, 
5B, and 5C. 

Mr. Suepparpb. That is correct. 

Admiral Russetu. He can address himself only to a portion of that. 

Mr. SHepparp. All right; let him address himself to the portion he 
is able to justify. 

Captain Russiiuo. The net increase is due to dependents’ schooling, 
which is because more children in the foreign missions and MAAG’s 
are arriving at the age of 6 and we have increased a number of MAAG’s 
in the last year, and also because of the increased cost of schooling. 
Also, there is a slight increase for the replacement of vehicles. 

Mr. SHepparp. What percentage of the increase would fall within 
the vehicle category? 

Captain Russi.tio. A very small increase, about $6,000. 

Mr. SHEPPARD. Would that be for one unit, or how many units of 
equipment? 

Captain Russo. It is for three jeeps and a pickup truck. They 
will total about $6,000. 
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JUSTIFICATION OF THE ESTIMATE 


Mr. SHEPPARD. We will insert the table reflected on page 55 of the 
justifications. 
(The matter above referred to is as follows:) 


Prosect No. 5A.—Naval missions 

















Increase (+-) 
or de- 
crease (—), 
Country and installation 1955 actual | 1956 estimate | 1957 estimate} difference, 
| 1957 com- 
pared with 
1956 
| uF 
Director, Pan-American Affairs $52, 943 $53, 000 $53, 000 0 
Senior naval adviser, Buenos Aires, Argentina 9, 713 10, 400 10, 400 0 
Naval Section, Joint Brazil-United States Mil- 
itary Commission, Rio de Janeiro_- 92, 739 | 90, 100 | 86, 100 — $4, 000 
United States naval mission: 
Valparaiso, Chile____. ata 10, 414 | 10, 600 10, 600 | 0 
Bogota, Columbia__-- 15, 772 | 17, 300 | 17, 300 | 0 
Quito, Ecuador , 22, 948 27, 100 27, 100 0 
Port au Prince, Haiti 3, 498 4,300 | 5, 900 | +1, 600 
Lima, Peru 13, 445 12, 300 13, 900 +1, 600 
Caracas, Venezuela-.- 9, 645 | 9, 000 10, 400 +1, 400 
Habana, Cuba 9, 693 | 9, 500 9, 500 } 0 
United States naval section, Air Force mission, | 
U ruguay. -.- 2, 588 6, 800 | 6, 800 | 0 
Education of minor dependents in overseas | | 
OPOM sik. 686 - cues ated ae we | 112, 045 | 235, 600 | 239, 000 | +3, 400 
Total obligations payable from appro- | 
priated funds-_--..._---- 355, 443 486, 000 | 490, 000 +4, 000 
| 








Mr. WiccLeswortH. Has there been any change in number and 
location of missions since last year? 

Captain RussitLo. There has been no change in missions. We 
are contemplating a change in missions in the Dominican Republic, 
which will be one added mission. 

Mr. WiaGieswortH. But the MAAG’s are financed out of the 
Foreign Aid appropriation, are they not? 

Captain RusstLuo. Yes, sir. 

Mr. WicGLeswortuH. Except for schools? 

Captain Russiiio. Except for the dependent schooling and that 
is worldwide and is taken care of in this budget. 


MILITARY AND CIVILIAN PERSONNEL 


Mr. Wice.Leswortu. I wish you would furnish a table such as we 
had last year in the record at page 1168, showing the number of 
military and civilian personnel at each one of the missions. 

Captain Russtiuo. Yes, sir. 

(The matter above referred to is as follows:) 
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DEPARTMENT OF THE Navy, CrviLIAN AND Muinirary EMPLOYMENT, BY AREA 
AND ACTIVITY 


BupcGetr Actriviry No. 5—Naval missions 


June 30, 1955, June 30, 1956. June 30, 1957, 
actual estimated estimated 


Area and activity —- —-— —— —_— neem SUNN 


nn Mil- |Civil-|,,. Mil- |Civil-|, | mi. [civil 
otal) : : ) : : a 
Pota itary | ian Potal itary | ian beens itary | ian 
! 
a (2 (3) (4) (5) (6) (7) (8) | (9) (10) 
saa ' = . ener eeneneg==9idl—sae 
| 
NAVAL MISSIONS | 
Senior NavAdv, Aregntina 10 8 2 10 8 2 10 | 8 | 2 
JBUSMC, Rio de Janeiro 109 fil is 99 47 52; 90] 47 | 52 
Naval mission, Chile 15 13 2 14 12 2; 14] 12 2 
Naval mission, Colombia 14 13 l 19 18 1 19 18 1 
Naval mission, Ecuador. 16 14 2 16 14 2 | 16 | 14 2 
Naval mission, PF aiti 5 5 0 5 § 0 5 | 5 (0) 
Naval mission, Peru 15 15 0 17 17 0 17 17 | 0 
Naval mission, Venezuela 22 22 0 21 21 0 21; 21; 0 
Naval mission, Cuba 9 9 0 9 y 0 9 | | 0 
NavSection, USAF mission, Uruguay. 4 3 1 5 4 1 5 4 1 
ote... 219 | 163 56 | 215 


cn 
x 
Lo] 
= 
ao 
— 
on 
= 


| 
| 
| 
| 
} 
| 


SUPPORT OF UNIFIED COMMANDS 


Mr. Suepparp. Now we will discuss project 5C, “Support of unified 
commands,’ What is your participation in the support of 5C? 

Captain RussitLo. Our participation in 5C is for $500,000 for 
support of MAAG’s—for administrative support of the MAAG 
activities. 

Mr. SHepparp. Is that an arbitrary figure in the support category? 

Captain Russttio. No, sir. We have figures to show why we 
need that. In the southeast Asia and Pacifie area, the Navy is the 
executive agency for all MAAG’s. 

(Discussion off the record.) 

Mr. Suepparpb. Of the $710,000 increase to which I have referred, 
how much are you justifying? 

Captain Russiiio. $500,000. 

Mr. SHepparp. Please proceed. 

Captain Russiiito. That $500,000 is for administrative support of 
military assistance advisory groups wherein Navy is the executive 
agency which consists of the MAAG’s at Taiwan, Cambodia, Vietnam, 
Philippines, Thailand, and for CICNPAC Headquarters. This is to 
pay for such things as automotive equipment, offshore boats, petro- 
leum products and standard parts for automobiles, maintenance and 
operation of aircraft, welfare and recreation of officers’ and enlisted 
men’s clubs, and maintenance and operation of the MAAG head- 
quarters. 

Mr. Suepparp. Is there anything else you are interested in? 

Captain RusstLuio. No, sir. 

Mr. SHepparD. We appreciate your presentation. 

Mr. WieeLteswortH. How many MAAG’s does this $500,000 cover? 

Captain Russritto. Five MAAG’s and CICNPAC Headquarters. 

Mr. WieeLesworts. And why do we have this item this year when 
we have not had it heretofore? 
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Captain RussitLo. Because the Navy became executive agency for 
the Southeast Asia and Pacific areas in the last fiscal year. Previ- 
ously the Army had executive agency responsibility and the Army 
paid for this expense out of their service funds and out of the transfer 
of Army material as was necessary. When the Navy became executive 
agency on July 1, 1955, we had no service funds budgeted for these 
activities. 

Mr. WicG.Leswortu. Is there any decrease reflected in the Army 
budget as a result of this change? 

Captain Russttio. That I cannot answer. 

Mr. Wiceieswortn. Do you know, Admiral Smith? 

Admiral Smiru. I am under the definite impression there is, but I 
did not see the Army budget. 

Mr. Suepparp. Thank you very much, Captain. 


ISLAND GOVERNMENT ADMINISTRATION 


Now we will take up 5B, “Island government administration,” 
where there is an increase reflected of $226,000. 

Commander Finpixy. We have a budget this year of $1,013,000, 
which is an increase of $226,000 over last vear, 1956. 

The increases responsible for this request are $176,000 in public 
works, which can be broken down into special projects consisting of 
$96,000, of which $35,000 was for refrigeration, and the balance will 
be for the rebuilding of the water line on the island of Saipan and 
the redrilling of wells. The water system we have there was put 
in right after the war in 1945 and now has to be rehabilitated. 

Mr. Suuprarp. That covers $131,000 so far. 

Commander Finpiry. That was $96,000 of special projects. We 
also have in the maintenance and operation an increase of about 
$57,000, which reflects $43,000 for furnishing equipment and ineludes 
$9,000 for certain material and $5,000 for the gradual upstep in per- 
sonnel wages. That is not civil-service personnel. 

Also in this increase is $25,000 for automotive equipment. 

The other increases are $15,000, $10,000, and $12,000. The 
$15,000 is in public education as a result of just more youngsters in 
school. For example, the birthrate ratio is 6 to 1. We had 325 
births last year, for the year ending June 30, 1955, and 54 deaths. 
And every year we can expect we will have a gradual increase in our 
public education. This same thing is true of medical care, public 
health and in the sanitation field. 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Suepparp. We will insert page 57 of the justifications in the 
record at this point. 
(The matter above referred to is as follows:) 


Prosyect No. 5B.—Island Government Administration 





Increase (+-) 
or de- 
crease (—), 
Program 1955 actual | 1956 estimate | 1957 estimate | difference, 
pared wit 
1956 
Civil administration, Saipan District Trust 
Territory: 
General administration__.............-- ’ $94, 405 $102, 000 $102, 000 0 
Legal and public safety. _............----- 65, 427 , 000 58, 000 0 
Pepe emus... ....--........-.. 88, 7 105, 000 120, 000 +15, 000 
Medical acre, public health and sanitation. 98, 683 150, 000 160, 000 +10, 000 
Commerce, industry and agriculture -.- 38, 560 48, 000 60, 000 +12, 000 
SIN Dice cite enna ken aa 469, 879 324, 000 500, 000 +176, 000 
Public education, Chichi Jima, Bonin Islands. 0 0 13, 000 +13, 000 
Total obligations payable from appro- 
SPE GIN 5 otec ii Econ tienen 855, 654 787, 000 1, 013, 000 +226, 000 


STATUS OF CLAIMS OF PEOPLE IN TRUST TERRITORIES 


Mr. SHepparpD. What is the status of the various claims on the 
part of the people in the trust territories against the United States 
Government? In the past it is indicated that funds have been ap- 
propriated to the Navy for this purpose. Apparently they are not 
being disbursed and my attention has been called to a section in the 
report, page 8, on the Interior Department appropriation bill in con- 
nection with H. R. 9390, under the title “Trust Territory of the 
Pacific Islands,” which reads: 


There are a number of claims arising in the trust territory as a result of damage 
to or use of property by the United States military forces. It has come to the 
committee’s attention that $1 million previously made available to the Navy 
against an authorization of $1,700,000 in Public Law 155 of the 82d Congress for 
acquiring land in Micronesia could be used possibly for settlement of these claims. 
The Interior Department has been negotiating with the Navy since 1951 for 
transfer of the funds. The committee is convinced that settlement of the claims 
will remove serious problems in the islands and fails to understand why a dispute 
as to the use of the funds should be indefinitely perpetuated. 


What is the answer? 

Commander FinpLrey. We are very happy to state that has been 
accomplished. 

Mr. SHepparp. Are there any questions? 


SPECIAL PROJECTS 


Mr. WiaeieswortH. What are the special projects that you want 
$94,000 for? 

Commander Finpiry. The $94,000 includes the replacement of 
pumps of the island booster station, $25,000; replacement of pumps 
for Mauri well No. 1, $800; replacement of roof on one of the reservoirs, 
$5,000; connecting wells 31, 45, and 50 of the island water system, 
$45,000; removal of debris from Mauri wells Nos. 1 and 4, $11,000; 
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rehabilitation of water system on Thailand between the central area, 
$15,000, and replacement of walk-in refrigerators, $31,500, making a 
total of $93,900. 

Mr. WiaeLeswortH. What is meant by the item “Commerce, in- 
dustry, and agriculture, public works’’? 

Commander Finp.iey. That increase is reflected by the fact it 
divides down into $12,000 they have been spending in commerce, in- 
dustry, and agriculture, particularly in the purchase of livestock that 
was sent out to the island from the Hawaiian Islands, and some from 
the continental limits of the United States, and also in the building 
up of the poultry program. In other words, it breaks down into 
$10,000 for livestock and $2,000 for poultry. 

Mr. Wiccieswortu. There is no change in the personnel as com- 
pared with the current year? 

Commander Finptey. A slight change. Last year we had a total 
of 396 on the payroll and as of December 31, 1955, we had a total 
of 374, consisting of 12 officers, 88 enlisted, 14 civil service, and 
260 indigenous. 

Mr. Wice.eswortn. That is all, Mr. Chairman. 

Mr. SHepparp. Thank you very ‘much. 


SUPPORT OF UNIFIED COMMANDS 


Now we will pick up 5C, “Support of unified commands.” We 
will insert page 61 in the record at this point. 
(The matter above referred to is as follows:) 


Increase (+-) 
or de- 
crease (—), 
Activity 1955 actual | 1956 estimate | 1957estimate| difference, 
1957 com- 
pared with 
1956 
Commander in Chief, Pacifie_........._._-- $142, 685 $181, 500 $181, 500 0 
Commander in Chief, Atlantic ; 175, 711 182, 000 182, 000 0 
Commander, Iceland Defense Force : 51, 431 61, 500 59, 000 — $2, 500 
Commander, Taiwan Defense Command. : 194, 544 287, 500 500, 000 | +212, 500 
Commander, Naval Forces, Continental Air | 
Defense Command___--- 0 44, 500 | 44, 500 | 0 
Administrative support of military assistance | | 
Givers mrOee i, [SS ise si 0 0 | 500, 000 +500, 000 
Total Seton payable from appro- o- | | 
gieted fands..... --..<<<; wh 564, 371 | 757,000 | —-1, 467, 000 | +710, 000 





TAIWAN DEFENSE COMMAND 


Mr. SHEPPARD. You are requesting an increase of $212,500 for the 
Taiwan Defense Command. 

What is the status of the negotiation of the Taiwan Base Rights 
Agreement? Give the committee some idea of the responsibilities 
that the United States and the Navy have assumed under these 
agreements, 

Captain Cricuton. The agreements have not yet been completed, 
Mr. Chairman. They are still under negotiation between the Gov- 
ernment of the Chinese Republic and the United States. They are 
expected to be completed within the next 3 months, I believe, when 
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the negotiations will reach a conclusion as to what the Chitiese 
Government will furnish and what the United States will furnish in 
the way of support of Taiwan. 

At the present time the Navy, being the executive agent for the 
Unified Command of the Pacific, now has the responsibility of logis- 
tically supporting all of our United States military and associated 
civilian personnel on Taiwan. 

One of the commands established on the island as a result of the 
increased Communist action in the past has been the establishment 
of the Taiwan Defense Command, which is under the command of 
Vice Admiral Ingersoll, commander of the Seventh Fleet, who, in this 
instance, has two responsibilities—one as Seventh Fleet commander, 
and the other as defense commander. 

In connection with his responsibilities for the Taiwan Defense Com- 
mand, there has been established ashore, under a deputy commander, 
the headquarters of the Taiwan Defense Command. This group 
comprising the Taiwan Defense Command plus the necessary com- 
munications facilities generate the requirements for the funds indi- 
cated in this budget, together with the requirement to support all 
military personnel on the island, logistically speaking. 

Mr. SHepparp. Are there any questions? 

Mr. WicGLeswortu. Why do we need $500,000 for Admiral Inger- 
soll when we get along with $181,000 for the Commander in Chief, 
Pacific, and $182,000 for the Commander in Chief, Atlantic? 

Captain Cricntron. The situations are not comparable. The Com- 
mander in Chief, Pacific, and the Commander in Chief, Atlantic, as 
indicated in this table, require those funds shown for the support of 
their own headquarters which are, by comparison with the Taiwan 
Defense Command, very simple and not requiring the degree of logistic 
support as do the people in Taiwan. 

On the Island of Taiwan, the $500,000 will provide for the main- 
tenance and operation of a sizable communications facility which is 
required for early warning on the offshore islands, and the up-and-down 
island transportation for personnel assigned to the various service 
elements of the Taiwan Defense Command. 

Mr. WieeLeswortu. How much is in there for the communications 
setup? 

Captain Cricuton. The communications setup will require $225,500. 
The defense command itself requires $274,500. 

Mr. Wiee.Leswortnh. Has this communications center just been 
added? How did we get along with $194,000 in 1955 and $287,000 
in 1956? 

Captain Cricuton. The communications facility? 

Mr. Wiceteswortu. Yes. Is that to be added in 1957? 

Captain Cricuton. Yes, sir. That is just now in process of being 
completed as far as construction of facilities and installation of equip- 
ment is concerned. 

Mr. WieciteswortH. That is all, Mr. Chairman. 

Mr. SHepparp. Thank you very much, Admiral. 
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DEPARTMENTAL ADMINISTRATION 


BupGet Activity No. 6.—Departmental administration 


Increase (+ 
or de- 
| crease (—), 
No. 1955 actual | 1956 estimate | 1957 estimate | difference, 
} 1957 
| | compared 
| with 1956 


6A | Offiee of the Chief of Naval Operations $3, 705, 189 $4, 111, 000 $4, 077, 000 — $34, 000 
6B | Office of The Judge Advocate General 750, 300 816, 000 810, 000 —6, 000 
6C | Office of Naval Research 2, 714, 181 3, 128, 000 3, 219, 000 +91, 000 
6D | Executive Office of the Secretary &, 678, 831 ¥, 383, 000 9, 352, 000 —31, O00 
Total, obligations payable from 
appropriated funds... 15, 848, 501 17, 438, 000 17, 458, 000 +20, 000 


We will pick up project 6A, “Office of the Chief of Naval Operations.” 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS 


I wish you would explain the difference between the appropriations 
in fiscal years 1956 and 1957. 

Mr. LeMay. I have here a breakdown by object class of items in 
this budget which shows we are asking for $4,077,000 in fiscal year 
1957, compared with $4,111,000 in 1956. This is a reduction of 
$34 ,000. 

What we are trying to do is more or less to maintain the same level 
of administration in the Office of the Chief of Naval Operations in 
1957 as we are maintaining in 1956. 

The slight reduction there of $34,000 consists of $31,000 in civilian 
personnel eovering 11 civilian positions and 7 man-years. The 
balance is $3,000 in social-security taxes which we will not pay next 
year. 

Mr. Suepparp. If there are no questions, thank you very much. 


OFFICE OF THE JUDGE ADVOCATE GENERAL 


The next item is 6B, “Office of the Judge Advocate General.”’ 
Do you have a prepared statement, Admiral? 

Admiral SHEELEY. Yes, sir. 

Mr. Sueprarp. We will insert that in the record at this point. 
(The statement is as follows:) 


GENERAL STATEMENT OF REAR ApM. WILLIAM R. SHEELEY USN, AssrsTant 
JuDGE ADVOCATE GENERAL OF THE NAVY 


Mr. Chairman and members of the committee, I appreciate the opportunity 
of appearing before you at this time. 

No major changes have been made in the Office of the Judge Advocate General 
during the past year. An effort has been made, however, to increase the efficiency 
of the services rendered. The most important move as a result of this effort to 
render more efficient service has been the transfer of two boards of review, along 
with a small supporting unit, to San Francisco, Calif. Our statistical records reveal 
that 37 to 40 percent of the courts-martial cases reviewed by the boards of review 
pursuant to the Uniform Code of Military Justice emanate from commands 
located on the west coast or in the broad Pacific Ocean area. The transfer of this 
function, which was effected in Jamuary 1956, will provide more expeditious review 
by the boards of review, and promulgation of the results thereof to the pertinent 
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commands. It will also afford more accused persons the opportunity for repre- 
sentation at that appellate level by the same counsel who represented them in the 
original court-martial proceedings. 

The total volume of business confronting the Office of the Judge Advocate 
General remains steadily high. However, the areas of work that bear a direct 
relation to the size of the Navy’s uniformed strength are showing reductions. 
For example, the court-martial cases reviewed in this Office reached a peak of 
approximately 10,000 in 1954 but was reduced to less than 8,000 for 1955. The 
processing of general and tort claims and actions by the physical evaluation 
boards have reduced since 1954 but are anticipated to remain at approximately 
the 1955 level in fiscal years 1956 and 1957. The number of investigations, on 
the other hand, continues to show an increase. 

The work accomplished through the first 6 months of fiscal year 1956 reflects 
a 2.9 percent decrease of the rate estimated for fiscal years 1956 and 1957 as 
reflected in the workload table on page 68 of the justification book. This same 
trend was evidenced last year for the first half of 1955 compared to 1954 but was 
increased during the latter portion of the year. A reduction in funds of $6,000 
isSestimated for support of the Office of Judge Advocate General in fiscal year 1957 
compared to the 1956 level. 

This completes my statement. Thank you. 


Mr. SHEPPARD. In 1956, the estimate was $816,000, and in 1957 
the estimate is $810,000, reflecting a decrease of $6,000. 

Present the justification for what you are requesting and explain 
the decrease. 

Admiral SHreevtry. Our justification of the funds requested is on 
workloads accomplished: Genre courts-martial, and BCD special 
courts-martial, 7,800 cases; general and tort claims actions, 4,900 
cases; admiralty claims, 560 cases; investigations conducted, 12,000 
cases; civil process actions, 23,000 cases; and physical evaluation 
board actions, 9,000 cases. 


JUSTIFICATION OF THE ESTIMATE 


Mr. SuHepparD. We will insert in the record the table reflected on 
page 68 of the justifications. 
(The matter above referred to is as follows:) 


Prosect No. 6B.—Office of the Judge Advocate General 
| wiscat | Fiscal | Fiscal | Fiscal | Fiscal 
Workloads accomplished | year | year | year | year | year 
| 1952 1953 | 1954 1955 


j 
General courts-martial, and BCD, special | 
courts-martial ! : 8, 30 8, 900 | 
General and tort claims_--.._........----.-- | 5, 94 5 | 
Admiralty claims 54 37 | 
I, o ikicdipenebateseaunnws 2, 578 5, 565 


5,819 
Civil process actions...........-.-.------- f 14,175 | 20, 765 
Physical evaluation boards ‘ 5 11, 702 11, 155 


46,825 | 54,381 





1 Cases processed, only. 


Admiral SHerLey. We show a reduction in personal services of 
$9,000 as a result of three man-years reduction. We show an increase 
of $8,000 in our printing and reproductions. This takes care of the 
Military Justice Handbooks and Pocket Supplements to the Manual 
of Courts-Martial. These are now in process of being printed by the 
publishers and will be purchased in the next year. Additionally we 
show a decrease of $4,000 in our equipment account and $1,000 in 
payroll taxes. 
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Mr. Suepparp. Does that cover your explanation for your require- 
ments for 1957, and also the $6,000 decrease involved? 

Admiral SuHeevey. Yes, sir. 

Mr. Suepparp. Do you feel you have adequate personnel in your 
department to respond to all of your correspondence that you get 
from the general public, the Navy, and the Congress? 

Admiral Surerevey. Yes, sir. Our experience shows we do have few 
complaints and we are working pretty hard to take all of the steps 
we can to improve our efficiency. 

Mr. SHepparpD. My experience with your Office would not indicate 
that is quite the condition. For example, I had occasion to address 
an official communication to your office under date of January 17, 
1956, addressed to Rear Adm. Ira H. Nunn, Judge Advocate General, 
Department of the Navy, and have had no response to date. 

Also, under date of June 17, 1952, and September 9, 1952, I ad- 
dressed a letter to Mr. H. J. McGrath, attorney in your office, and 
have received no response. 

Admiral Survey. I would say that is most unusual. 

Mr. Suepparp. That is the reason I am referring to it. Usually we 
get a letter saying “We received your communication” on the next 
day and saying you will supply the information later. 

Admiral SHEELEY. We would normally do that where it is expected 
there will be a long delay in supplying the information. However, in 
instances where we expect the information very shortly, we have not 
done that in most cases. This reduces one step in the operation. 

I will certainly check your inquiries for reply. 

Mr. SHepparpD. My reason for referring to it, very frankly, is be- 
cause I try to refrain from being rather prolific in correspondence with 
the departmental heads and only do it when it is necessary. It does 
occur to me that the length of time I have referred to would naturally 
indicate there would be some kind of response. 

Admiral Surrey. I think that is quite true, and I shall see that 
you get one. 

Mr. SHEPPARD. Are there any questions? 

Mr. WiacieswortH. Do you have a recent obligation figure? 

Admiral SHEELEY. Yes, sir; $527,495. 

Mr. WiacieswortTa. As of what date? 

Admiral Sueevey. As of the 29th of February 1956. 

Mr. Suepparb. Thank you very much. 


OFFICE OF NAVAL RESEARCH 


Mr. SHepparp. Next is project 6C, “Office of Naval Research,’’ 
where the 1957 estimate is $3,219,000, reflecting an increase of $91,000. 

Give us an explanation of the increase which.is reflected there. 

Admiral Bennett. The overall requirement for this sum of money 
is the operation of the Office of Naval Research at the seat of govern- 
ment. The personnel involved will show no change according to 
the record from fiscal 1956 to fiscal 1957. The 1956 estimate is 
$3,128,000, and the 1957 estimate request is $3,219,000—an increase 
of $91,000. 

The increase is comprised of three items. On the one hand, in this 
fiscal year there is a concerted effort to reduce the staff; on the other 
hand, there is a necessity for adding people to complete the coordina- 
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tion function staff. As a result, the net man-years of employment are 
relatively constant; but, since the coordination staff is at a higher 
pay level than the administrative personnel being released, there is an 
increase of $70,000. 

Mr. SHepparb. Just how do you draw the line between the adminis- 
trative funds financed by this project and those financed by the 
regular research and development program of the Office of Naval 
Research? 

Admiral Bennertr. The regular research and development program 
is not available for this purpose. 

Mr. SHepparpb. Where is the line of demarcation? 

Admiral Brennert. It is whether the personnel are employed at 
the seat of government, or not. 

Mr. SHepparpb. Are there any questions on this activity? 

Mr. WicGLeswortH. What is the other $21,000? 

Admiral Bennett. The other $21,000 consists of a decrease of 
$4,000 for taxes and assessments, and an increase of $25,000 for 
rental of mechanical computing equipment which has been previ- 
ously mentioned to this committee in connection with the coordination 
of development. 

Mr. WicG_eswortH. What is the status of the coordination staff? 
Is it completed now? 

Admiral Bennett. We have 33 onboard as of February 29, 1956, 
out of the 43 required. 

Mr. WieGLeswortH. Refresh my memory, please, as to the functions 
of that staff. 

Admiral Bennett. They are to provide the coordination of develop- 
ment specifically across the entire Navy Department amongst the 
bureaus and offices, to insure against duplication and against the 
omission of necessary projects for the Navy to operate as a system. 

Mr. SuHepparpb. Thank you very much, Admiral. 


EXECUTIVE OFFICE OF THE SECRETARY 


The next subproject under budget activity No. 6 is ‘Execuuve 
Office of the Secretary,” and we have Mr. Charles H. Cox, Acting 
Administrative Assistant to the Secretary of the Navy, to present the 
justification. 

You have a prepared statement? 

Mr. Cox. Yes, sir. 

Mr. SHepparp. We will insert that in the record. 

(The statement is as follows:) 


GENERAL STATEMENT BY CHARLES H. Cox, AcTING ADMINISTRATIVE ASSISTANT 
TO THE SECRETARY OF THE Navy 


Mr. Chairman and members of the committee, I am here to present the budget 
requirements for the immediate and the executive offices of the Secretary of the 
Navy. 

The financial requirements for 1957 are presented under the budget programs 
(1) departmental administration-EXO8§, (2) printing equipment and related costs. 
printing plants, (3) field services (Nos. 8A through 8E in the justification of esti- 
mates) and (4) Contingencies of the Navy (Nos. 9A and 9B in the justification of 
estimates). Since funds were appropriated for fiscal year 1956, two realinements 
have taken place within the Office of the Secretary: First, the Navy Management 
Office was formed from the former Navy Management Staff and the Office Methods 
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Division of the Administrative Office, Navy Department. Second, the Navy 
Area Audit Offices were formed by a consolidation of the Cost Inspection Service 
and the Navy Audit Offices. 

Dep: irtmental administration-EX OS, project 6D, shows a net decrease of 
$31,000 from 1956. Details supporting the request of $9,352,000, providing 1,370 
positions or 1,320 man-years, are on pages 74-85. Departmental administration- 
1X OS supports the group of staff offices existing to provide necessary assistance to 
the Secretary and his civilian executive assistants. This staff organization is 
termed Executive Office of the Secretary and is the minimal staff necessary to 
assist the Secretary in maintaining policy control of the entire Naval Establish- 
ment and to provide for its business and logistical administration. 

Increases are found in only two offices: (1) Navy Management Office, increased 
by $88,500. This increase provides for greater emphasis in the rapidly developing 
field of electronic computers which is required in order to obtain full advantage 
of the potential economies which these computers offer. (2) The Office of Analysis 
and Review, increased by $49,000. The increase provides for an intensive effort 
in gathering facts which will be developed into statistical and analytical reports 
for the Secretary and his principal civilian and military assistants so that actual 
performance can be appraised in relation to approved requirements, objectives, 
and programs. Decreases in other offices of the Executive Office of the Secretary 
more than offset the increases in these two latter offices 

Details to support the request of $300,000 for ‘‘Printing equipment and related 
costs, printing plants,’’ are found on pages 86-91. The operations of these 
printing plants are financed under the Navy industrial fund, but the charters 
specifically preclude the purchase of printing equipment or maintenance and 
alteration of plant facilities of the Navy printing service. Therefore, it is neces- 
sary that we request appropriated funds to replace worn and obsolete equipment 
The amount requested for fiscal year 1957 is the same as for fiscal vear 1956. 

“Field services,’’ on pages 92-113, includes records administration, area wage 
and classification offices, fleet hometown news center, Navy area audit offices, and 
penalty mail (for all activities financed under ‘‘Servicewide operations, Navy”’ 
The total estimate of $9,673,000 will support 1,556 positions or 1,454 man-years 
The only activity requesting an increase in 1957 is the Navy area audit offices, in 
the amount of $783,000. This increase will permit an acceleration in the program 
of Nay,;’s internal and Government contract audits, to insure that (1) sound costs 
and accounting practices prevail in the Naval Establishment and (2) the Govern- 
ment’s interests are protected. Decreases in other field programs offset this sum 
leaving a net increase of $633,000. 

“Contingencies of the Navy” appears on pages 123-125 and the total estimate 
for projects 9A and 9B is $318,000 which is the same aan ment as the prior year 

These estimates represent a total of $19,643,000, an increase of 3.2 percent 
($602,000) over estimated expenditures for the current year. Each project 
included in this estimate has been subjected to critical review at all levels of 
responsibility and represents what we believe are our minimum requirements. 

We will be happy to go into as much detail as you may desire or find necessary. 

Mr. SuHepparp. Give us an explanation for the reflected require- 
ment for 1957 of $9,352,000 and explain the differential representing 
a minus of $31,000. 

Mr. Cox. The reduction in the Department administration in the 
Secretary’s immediate office is $24,000; Office of General Counsel, 
$9,200; in the Office of Naval Material, $20,000; in the Office of 
Comptroller, $28,300; in the Office of Industrial Relations, $13,000; 
in Naval Personnel Records, $1,000; in the Administrative Office, 
$34,000; and $39,000 for other administrative expenses. 

These reductions more than offset these increases: Office of Analysis 
and Review, $49,000, and Navy Management Office, $88,500. That 
produces a net decrease of $31,000 in the departmental administration. 

Mr. SuHepparp. Mr. Franke, this appropriation is one in which | 
presume you have some personal interest and would like to see 
acquiesced in? 

Mr. Franke. That is correct. 


74195-—-56-———-70 
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CIVILIAN PERSONNEL 


Mr. Wice.eswortu. I think it would be helpful to have a table 
showing personnel figures for 1956 and 1957 by offices. 

Mr. Cox. Yes, sir. 

(The information requested follows: ) 


Civilian positions fiscal year 1956 and fiscal year 1957 





1956 1957 

Beemer Cea. iiss inks x thn stelasds <pipebes , Ree ii 92 89 
Office of Information _-_--- ween Se emnivtelmaiiactal : 20 | 20 
Office of Analysis and Review- aa patee cieere 26 | 28 
Office of General Counsel... ok : 29 | 26 
Office of Naval Material____- i : pabpacheaissacd Sicogeatt 247 | 241 
Office of Comptroller - - - = ia aaleae ele t 8 SRR detested chaigeatehntn 294 | 254 
Office of Industrial Relations. - : : ‘ 166 158 
Naval personel boards_______- Debs seas i s45232 a 49 | 48 
ADRES ID AG ag Eiko 5 2 55 as oni Sage sehen sy pala bb aeras b beewibs shied 418 | 396 
ee er ee eee ae ee ahah cactedl 73 80 

Mwtetie Stes hall: obit UU IS Js kare 1, 414 | 1, 370 





Wepnespay, Marcu 21, 1956. 


PRINTING EQUIPMENT AND RELATED Costs, PRINTING PLANTS 
, 


Bup@et Activity No. 7.—Printing equipment and related costs, printing planis 


| Increase (+) 








| or decrease 
No. Project | 1955 actual | 1956 estimate) 1967 estimate! —), aes 
| | compared 
| | | with 1956 
7A | Printing equipment_. ei aaa $99, 933 $260, 000 | $260, | 
7B | Related costs, printing plants.._......-- AS uihtsSoeeease] 40, 000 40, | 
| Total obligations payable from appro- 
| priated funds.........................-| 99, 933 | 300, 000 Retr oe 
BIE OPA 3s ayy ue. BD) u pt SNS ed oe 
Project No, 7A.—Printing equipment 
inet bbe eS EAN a ee AS ul aie $99, 933 
i toh eh ot es 2 kD Lee 260, 000 
a as a iat 260, 000 


Purpose and scope of work 


This project provides funds for the purchase of printing equipment for the 
Defense printing service—Washington and the Navy printing service—field. 
These services, financed by the Navy industrial fund, are prohibited from financing 
the cost of capital equipment from that fund by the terms of their charters which 
stipulate that such equipment will be procured from appropriated funds. 

he services currently operate 27 plants, 1 at the seat of government, 20 in 
in various naval districts and commands in the United States, 6 outside the con- 
tinental United States and employ approximately 1,100 civilian personnel. In 
Washington, the Defense printing service provides high priority and highly clas- 
sified administrative printing for the departments and agencies of the Department 
of Defense. The Navy printing service provides field activities and service 
components of the Department of Defense in the field with general printing 
service. In fiscal year 1955, combined sales tataled $9,599,000 and 1,830 million 
production units were completed. 


Mr. SHepparp. The committee will come to order and we will pick 
up the subject matter reflected on page 86. Insert pages 87 and 88 
in the record. 

(The information referred to follows:) 
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JUSTIFICATION OF Funps REQUESTED 


The requirements for printing equipment represent those items necessary to 
maintain @ program of replacing depreciated and uneconomical equipment on an 
orderly basis as well as procuring items designed to increase efficiency and pro- 
duction or promote labor savings. 

In recent years the slow rate of equipment replacement and the failure to take 
advantage of technological improvements in the printing industry have resulted 
in increased costs to consumer activities utilizing the services of the Navy printing 
plants. Low productivity of badly worn and antiquated equipment plus increas- 
ing costs of overhaul and maintenance have precluded attainment of the most 
economical standards of equipment productivity. A substantial portion of 
equipment in operation was purchased during World War II and operated on a 
multishift basis. At the present time, much of the equipment in the Defense 
printing service is being operated on a two-shift basis. The volume and cost of 
repairs and maintenance of present equipment are increasing annually. In fiscal 
year 1954, repair and maintenance costs amounted to $168,216. In fiscal year 
1955, these costs totaled $248,400. In some instances the cost of repairs has 
exceeded the book value of the item of equipment. 


REPLACEMENT RATE 


The Administrative Office conducted a comprehensive survey of the Navy 
printing plants during fiscal years 1954 and 1955 for the purpose of raising printing 
production standards, increasing economy of operations, reviewing management 
practices, and determining equipment needs. A result of this survey was the 
management decision that a replacement program for printing equipment should 
be established and followed. Using as a base the average life expectancy of 
printing equipment computed at 12% years, a rate of 8 percent per annum was 
obtained. Total cost value of equipment amounts to $3,902,516 including items 
in the fiscal year 1956 replacement program. Adherence to this program would 
produce a normal requirement in excess of $300,000. 

The total request of $260,000 is below the amount computed by applying the 
normal 8 percent per annum and below the required rate which would compen- 
sate for the retarded procurement programs of prior years. Using the normal 
replacement rate, printing equipment totaling $1,546,000 should have been re- 
placed during the period 1951 through 1956 inclusive. Actual and estimated 
expenditures have been only $950,668 as shown below: 


Fiscal year: Amount obligated | Fiscal year— Continued Amount obligated 
SOR os Cesc: Hee Laue Oe Cee NS ..--. $99,933 
a rate sala an an le Cink en Ga 195, 500 1956 (estimate)______.__ 260, 000 
ES ercccx apace tu wah ieee 146, 300 
a EE eee 48, 935 950, 658 


A well-founded replacement program of printing equipment will avoid (a) 
large expenditures for repairs, (b) use of inefficient, low-production, obsolete 
equipment, (c) potential delay in service, (d) failure to meet mobilization require- 
ments and (e) continuance of the unsound management practice of keeping 
equipment in production long after the expiration of its useful life. 

I find that your actual appropriation rong activity No. i titled 
“Printing equipment and related costs’ for 1955 was $99,933; esti- 
mated 1956, $300,000; estimated 1957, $300,000. 

Please explain your requirement for 1957. 

Mr. Cox. Mr. Chairman, we have Mr. Spence, who is Director of 
Publications, who will make the explanation. 

Mr. Spence. Gentlemen, this is for new equipment for replacement 
of wornout or obsolete equipment, in the printing plants which are 
financed under the naval industrial fund. Our equipment fully de- 
preciates on the average of 12.5 years or 8 percent a year. The 
amount requested, $260,000, is below the amount of the depreciation 
rate needed to keep us current and keep the plants operating in a 
modern, efficient manner. 
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NEW EQUIPMENT 





Mr. Suepparp. How much new equipment, if any, is involved 
your estimate for 1957? 

Mr. SPENCE. $260,000. 

Mr. SHepparp. All new? 

Mrl Spence. Yes, sir. 

Mr. SHepparp. What are the items involved? Do you have a shop- 
ping list? 

Mr. Spence. Yes, sir. 

Mr. SHepparp. Briefly give me a quick rundown. 

Mr. Spence. A folding machine for the Ist Naval District; Vari- 
typer machines, which are cold-type composition process; small offset. 
presses, 10 by 14 in size; are lamps, cameras, platemaking equipment, 
and so forth. 

Mr. SuHepparb. These are reflected on page 89 of your justifications? 

Mr. Spence. Yes, sir. 

Mr. SHEPPARD. Questions upon this item, Mr. Andrew 

Mr. AnpreEws. I notice your sales in 1955 were $9,599, el 

Mr. Spence. Yes, sir. 

Mr. ANprews. Any profit in that els 

Mr. Spence. No, sir. Being an industrial fund activity we do 
not operate at a profit or a loss. We figure that within 3 percent 
either way of zero at the end of the year is a fair margin. We cannot 
hit it quite exactly on the head. We usually run less than 1 percent 
variance from profit or loss. 

Mr. Anprews. Thank you. 

Mr. SHepparp. Thank you very much for your appearance. 


FIELD SERVICES, SERVICEWIDE NAVY OPERATIONS 
Bupcet Actriviry No. 8.—Field services 


Increase 











(+) or de- 
crease (—), 
difference 
No Project Fiscal year | Fiscal year | Fiscal year | fiseal year 
1955 1956 1957 1957 com- 
pared with 
fiscal vear 
1956 
SA | Records administration $1, 661, 736 | $1,875,000 | $1,744 000 | —$131, 000 
8B | Area wage and classification offices ‘ ; | 1,037, 527 1, 081, 000 1, 067, 000 —14, 000 
8C | Fleet hometown news center 90, 202 93, 000 93, 000 ‘ 
8D | Navy area audit offices 4, 846,702 | 5,686,000 | 6, 469, 000 +783, 000 
8E Penalty mail 305, 000 | 305, 000 300 000 —5, OOO 
EXOS subtotal 7, 941, 167 9, 040, 000 9, 673, 000 +633, 000 
8F | Patents ; 723, 118 816, 000 $10, 000 | —6, OOO 
SG | Installation, maintehance, and repair of train- 
ing equipment 2, 585, 072 3, 607, 000 3, 756, 000 | +149, 000 
e 7 1 
Total obligations payable from appro- 
priated funds 11, 249, 357 | 13, 463,000 | 14,239 000 | +776, 000 


> 


Next is budget activity No. 
justifications. 

Mr. SHEPPARD. I| find there for your actual appropriation, fiscal 
1955, $11,249,357; your estimate for fiscal 1956, $13,463,000; and 
your estimate in fiscal 1957, $14,239,000. That reflects an increase 
of $776,000. I wish you would please give the committee a brief 


It is reflected on page 92 of the 
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general statement as to the difference between the funding require- 
ments of each of these projects for 1957 as well as the reasons for 
the differences reflected therein between 1956 and 1957. 

Mr. Cox. There are decreases in the records administration pro- 
gram, $131,000; in the area wage and classification offices program, 
$14,000; in penalty mail, $5,000. There is an increase in the Navy 
area audit offices of $783, 000, making a net increase of $633,000. 

Mr. SuHepparp. Pick up the next item. 


PATENT ACTIVITIES OF THE NAVY 


Admiral Bennetr. This item relates to the patents activities of the 
Navy for which the Office of Naval Research is directly responsible 
on about half of the whole Department of the Navy. The funds 
requested are at approximately the level of last year; employment is 
constant. This appropriation request has to do with the applications 
for patents, the negotiation of royalties, and the clearance of inter- 
ferences and other similar matters of benefit to the United States. 
It should be noted that the patent program of the Navy insures that 
the taxpayer not pay more than once for a development. In this 
connection there are extensive searches throughout the contract and 
laboratory areas of the Department of the Navy to insure that patents 
are filed. 

The subject of savings is probably of interest to the committee. 
In about 99 percent of the applications which are filed by the Navy 
there is no contest and the Government, of course, then thenceforth 
pays no royalties on such matters. 

Mr. SHepparp. Is there any reimbursable factor involved in the 
patent operation, Admiral? 

Admiral Bennett. I do not believe so, sir. The savings might 
be of interest to the committee. The convenient period is 18 months 
ending December 31, 1955. The known savings which are provable 
amount to about $4,230,000. 

In the investigation of royalty payments in the same 18-month 
period the saving was $1,348,000 approximately. And in the settle- 
ment of infringement claims there was a saving of $827,000. 

Mr. SHeprarp. Very well. Thank you very much, Admiral, for 
that presentation. 

Mr. Cox. We can take care of 8C. There is no change in that. 

Mr. SuepparD. That is run pretty much at a consistent level: 
1955, $90,202 ; 1956, $93,000; 1957, $93,000. That is merely handling 
the news in fleet centers, is that correct? 

Mr. Cox. The Fleet Home Town News Center is at Great Lakes 
and handles the individual releases concerning enlisted personnel and 
officers to the hometown newspapers. 

Mr. SHepparp. That is a long time established operation? 

Mr. Cox. Yes, sir; it is. 

Mr. SuppparpD. Are you going to handle 8D? 

Mr. Cox. Admiral Warfield is the Assistant Comptroller for Audit 
and he is here to speak to that. 
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NAVY AREA AUDIT OFFICES 


Mr. SHepparp. Very well, Navy area audit offices, I note you have 
an increase reflected of $783,000. I would like to have the justifica- 
tion for the increase, please. 

We will insert page 110 and 111 in the record. 

(Information referred to follows:) 


Prosect No. 8D.—Navy area audit offices 


{In thousands of dollars} 


Contract dollars to be audited 


Description 


Fiscal year 1955 (actual): 
Brought forward from fiscal year 1954...........-.-| $2, 200, 
Received, current year----------- pstereeaes oe 

















000 000 

000 000 
a Oe nia | 3,599,000 | 10, 279, 000 14, 566, 000 
Carried forward to fiscal year 1956.._.........-.-.-- | 2,342,000 | 7,987,000 | 150,000 | 10,479,000 
Work accomplished, current year. --.__--_- wt | , 257,000 | 2, 292, 000 538, 000 4, 087, 000 
Fiscal year 1956 (estimate): ii 7 
Brought forward from fiscal year 1955-- - - -----| 2,342,000 | 7,987,000 150,000 | 10,479, 000 
Received, current year----....--- aan | 1,200,000 | 2, 200,000 600, 000 4, 000, 000 
IS oid. ies renege ee ce send obviok | 3,542,000 | 10, 187,000 750, 000 14, 479, 000 
Carried forward to fiscal DR EN no cinta ln higine are | 2,300,000 | 7,920,000 150,000 | 10,370, 000 
Work accomplished, 1956... ..-...-.-.-- _.....-| 1,242,000 | 2, 267,000 | 600, 000 4, 109, 000 





Fiscal year 1957 (estimate): 


Brought forward from fiscal year 1956 2, 300,000 | 7,920,000 150,000 | 10,370,000 











Received, current year... ___- obpbahimitsihesbio -.| 1,200,000 | 2,200,000 | 600,000 | 4, 000, 000 
Total workload _- __...| 8,500,000 | 10,120,000} 750,000 | 14, 370,000 
Carried forward to fiscal year NE ek ----| 2,150,000 | 7, 720,000 150,000 | 10,020, 000 
Work accomplished, 1957__...............-.----- 1, 350, 000 2, 400, 000 600, 000 4, 350, 000 





1 These amounts do not include reviews of progress payments under fixed price contracts and letters 
of intent which are excluded for greater comparability. The amounts excluded in fiscal year 1955 are as 
follows: 





Thousands 

Brought forward from fiscal year 1954 - .--- $2,191, 000 
Received, current year_...-....-..-.------- ib wsdl idbic utd Miceeysse se . 2,069,000 
Total workload -- bnatebedt slenvhl al ---. 4,260,000 
Carried forward to fiscal year 1956 Sol ais Rinoiea ht ; oeeenhes) onde 2, 658, 000 
Work accomplished___---.......----- naghty «hha o Sb cbbnb 33560. 43 /.-. sso) RE OOO 


2 Includes initial pricing studies, facilities rental audits, termination claims, relief claims, royalty agree- 
ments, esclation claims, ete. 


1957 nequiromenae for the Navy area audit apiees 





> 
I ; Fiscal year | Fiscal year Fiscal year iE lus of SSRs 
zocation 1955 1956 1957 difference 


(1957-56) 


Boston, Mass - $588, 406 $634, 800 | $674, 200 | $39, 400 
New York, N. Y__--- tie . 1, 071, 259 1, 256, 100 1, 387, 700 131, 600 
Philadelphia, Pa_- 3 838, 127 914, 300 924, 500 | 10, 200 
Norfolk, Va___. omar 39, 551 124, 000 254, 800 130, 800 
Ww ashington, D.C. 172, 350 284, 300 392, 200 107, 900 
Chicago, Ill 1, 013, 480 1, 075, 200 1, 157, 500 | 82, 300 

San Franc isco, ( Yalif_. 981, 714 524, 500 632, 600 108, 100 
Los Angeles, Calif. __- —e 611, 200 622, 000 | 10, 800 
San Diego, Calif. _- 78, 646 167, 800 304, 200 136, 400 
London, England 50, 790 76, 800 85, 100 | &, 300 
Yokosuka, Japan--_-----_- J 12, 429 MN, 000 34, 200 17, 200 


I bok deed “ 4, 846, 702 5, 686, 000 6, 469, 000 783, 000 
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Admiral Warrievp. Justification for the increase, sir, is principally 
the increase in our workload and the necessity to increase the staff, 
and especially the internal auditors, to give adequate coverage to our 
responsibilities in that field. In the contract audit phase of it, while 
there has been reduction in dollar volume in the procurement end 
this current year, there has been a definite change in the character 
of the contracts and other demands placed on the contract audit 
division. There has been a definite increase in the cost-type contracts 
which requires a great deal more audit coverage. 

In addition to that, sir, there has been a demand on us from the 
Department of Defense for the review of cost studies of certain Navy 
activities operating as commercial type facilities, with the ultimate 
goal to get the Federal Government out of commercial production 
where it is practical and to the best interests of all concerned. 

Mr. SHepparp. Would you repeat that answer again, please? 


REVIEW OF COMMERCIAL-TYPE FACILITIES 


Admiral WarrieLp. The Department of Defense program for the 
review of commercial-type facilities 

Mr. SHepparpD. Why are you reviewing those facilities? 

Admiral WarFiELp. We review the cost studies from a financial 
status to determine whether they are a proper presentation at the 
Department of Defense level. 

Mr. SHepparp. When we receive a list from the Office of the Secre- 
tary of Defense advising appropriation committees of the House that 
they are suggesting that they want to eliminate A, B, and C activities 
from military function and have them go into the so-called competitive 
bidding structures such as the list we had submitted to us under date 
of March 6, the money determination is vested in your Department? 

Admiral Warrretp. The adequacy of the cost statistics as presented 
that is whether they are in proper form, sir, is vested in our Depart- 
ment. 

Mr. SHEPPARD. You will have to simplify that for me. 

Admiral WarFieLp. We determine the validity of the costs pre- 
sented. 

Mr. SHepparp. You mean the cost to the Federal Government or 
the potential cost in private industry or both? 

Admiral WarFIELp. We do not get into the potential cost of private 
industry. Merely the potential cost of the Federal end of it and as to 
whether it is a proper presentation and that it is adequate in every 
respect. 

Mr. SHepparpD. Cost of the military function over a period of time? 

Admiral WarFieLp. Yes. 

Mr. SHepparp. How far back do you go to arrive at an average? 

Admiral WarFievp. I cannot speak to that accurately, sir. 

Mr. SHEPPARD. Supply it for the record. 

Admiral Warrrevp. I will. 

(The information referred to is as follows:) 





The cost estimates are validated by actual cost records for the installation for 
a period from 3 to 12 months immediately preceding the cost study. This is in 
accord with the set of cost principles prescribed by DOD. 

Mr. SHepparp. Can you tell us who is the group within the Office 
of the Secretary of the Navy that analyzes the civilian cost potential? 
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What organization has that function in order that the two may be 
brought together for comparative purposes? 

Admiral Warrise.p. Again, sir, | cannot speak. I understand that 
Secretary Fogler of the Navy has that responsibility, sir. 

Mr. SHepparp. Very well. 

Admiral Warrie.p. In addition, sir, we are getting into the field 
of submitting advisory audit reports in connection with letter con- 
tracts and incentive target price proposals before contracts are let to 
assist procurement in more efficient contracting. 


REVIEW OF PROCUREMENT CHANGE ORDERS 


Mr. SuHeprparp. When contracts are let it is a portion of the respon- 
sibility of your office to review those contracts on cost factor premise 
and | presume in doing that you also review change orders? 

Admiral Warrietp. Yes, sir, we are very definitely interested in 
the effect of change orders. 

Mr. Suepparp. How long have you been functioning in the capacity 
to which you are addressing yourself? 

Admiral WarFIELD. December 1, 1953. 

Mr. Suepparp. If you can recall at the moment, what is the average 
amount of change orders that is effected within the contracts you have 
handled? 

Admiral Warrie._p. That I cannot answer. 

Mr. SuepparpD. Do you have it available in your office? 

Admiral Warrizetp. No. That would be in the files of the technical 
bureaus responsible for the contracts involved. 

Mr. Suepparp. Do they pass through your office in the inception 
and go to Mr. Fogler, or go to Mr. Fogler and then to your office? 

Admiral Warrrevp. Only as they are approved and become a part 
of the contract do we get them. We do not see contracts before they 
are signed; Mr. Fogler or ONM do in certain cases. 

Mr. SuHepparp. In other words, you do not review the contracts 
at their inception? 

Admiral WarFiz.p. No, sir; wedo not. We just give them advisory 
counsel as they request it of us. 

Mr. SuHeprarp. I see. All right, proceed with your statement. 


INTERNAL AUDIT PROGRAM 


Admiral WarFrieLtp. Recently GAO has rendered a decision which 
affects fixed overhead in cost-type contracts, which is going to give 
us a considerable increase in workload. 

Mr. Suepparp. What are your specific plans to accomplish the 
desired expansion and your estimate as to your ability to find the 
necessary personnel reflected in your justification requirement here? 

Admiral WarFIELD. We believe, sir, that we can accomplish the 
finding of the personnel. It is a very tedious and exacting job because 
we are not interested in bodies and the demand for accountants for 
internal auditors is very intense, not only in the commercial world 
but in our sister departments. It is a very intensive campaign con- 
stantly to not only hold good men but get them and train them. The 
field is very narrow in that respect, sir. 
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The internal audit program is undermanned, although we are mak- 
ing very satisfactory progress on the goal we set for the current fiscal 
year. 

WORKLOAD BACKLOG 


Mr. SHerrarD. How much of a backlog do you have? 

Admiral WarFieLp. In manpower? 

Mr. Suepparp. No; in workload. 

Admiral WarrieLp. We have not covered all of the major activities 
for which we have set as a target an audit each year. There are a 
lot of the smaller activities we have not had the manpower to visit 
as vet. 

Mr. Suepparp. Taking into consideration the backlog you have 
acquired in fiscal year 1956, and the contemplated backlog that you 
undoubtedly will run into in 1957, what do you have in mind to 
attain a cleanup in the backlog and keep yourself rather current? 

Admiral Warrietp. We have a backlog amounting to about $2,300 
million as of December 31, 1955. That is in the contract or commer- 
cial type of audit, sir. 

Mr. SHEPPARD, Is it all in that category or is there a combination? 

Admiral Warrretp. That is all in that category I am speaking to 
at the moment. 

Mr. SuepparpD. That is the backlog as of what date? 

Admiral Warrieip. As of December 31, 1955, the end of 1955. 

Mr. SHepparp. I see. What influence upon payment under those 
contracts will be the result of your backlog, which at the moment 
apparently you cannot help? 

Admiral WarFIELD. There is some influence, naturally, on a lot of 
the redetermination contracts, but a recent study indicated that the 
delay and the backlog of the contracts waiting renegotiation is not 
primarily affected by work in our office. We do not feel that we are 
the principal delaying factor in the renegotiation of a lot of contracts 
before that Board at the present time. 

Mr. SueprarD. In other words, I would interpret from your 
statement that your function in this total operation of the contract 
settlement is not essential to the final determination made by re- 
negotiation; is that a right construction? 

Admiral WarFIELbD. No, sir; we do have to have our reports in 
before they will take final action. 

Mr. SHEPPARD. So your answer is that your accumulated workload 
in here is having a very detrimental effect upon the rapidity of settle- 
ment in the final analysis; is that correct? 

Admiral WarFIELD. Some, but not very definite, sir, because that 
backlog represents a lot of work that is not tying up the renegotiation 
board’s action. 

Mr. Franke. Mr. Chairman, the backlog does not represent the 
dollar value of contracts ready for redetermination. It is current 
work on contracts during the course of the operation of the contracts 
to a large extent. 

Mr. SHEPPARD. I see. 

Mr. Franke. I have checked this very fact with our procurement 
and I am satisfied from what they tell me that the delay here is not 
primarily because of the lack of cost information. The delay is 
basically, as I said in my opening statement, due to the fact that 
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contractor personnel sharing the redetermination responsibility are 
also charged with responsibility for renegotiating contracts. Since I 
was here first I have been told by the Bureau of Aeronautics that it 
has already set up a board or committee which will have as its re- 
sponsibility solely the redetermination of contracts. This is the way 
in which I think we are going to get this backlog cleaned up. 

Mr. SHEepparD. The reason that motivated my questions is there 
has been some delay in that total function. I am wondering if you 
are addressing yourselves to it and trying to get that thing straight- 
ened out so we will not have unnecessary delays. 

Mr. Franke. We are very definitely doing that. 

Mr. SHepparp. Thank you very much for your presentation. 


PENALTY MAIL 


Who will handle ‘Penalty mail’’? 

Mr. Cox. I will, sir. Decrease of $5,000 in ‘‘Penalty mail.”” The 
amount requested for 1957 is $300,000. That includes the cost of 
penalty mailing in the Office of the Chief of Naval Operations, Judge 
Advocate General, and Executive Office of the Secretary. 

Mr. Suepparpb. The figure of $300,000 for fiscal 1957 is predicated 
upon an estimate that you have derived from your experience in the 
past; is that correct? 

Mr. Cox. That is correct, it is a round-off, based on 1956 experience. 

Mr. SHEepparD. What is the usual delay of variables in here? In 
other words you make your estimates and they run pretty concurrent; 
1955, $305,000; 1956, $305,000. You drop back to $300,000 this year. 
Do you make a general average guess on it? 

Mr. Cox. I think we have to do that; yes, sir. 

Mr. SHepparD. That is about the best you can do? 

Mr. Cox. Yes, sir. 

Mr. SHeprparp. How much unexpended balance do you have in 
that account as of the last date that you have? 

Mr. Cox. $150,000 through December 31, 1955. 

Mr. WiaeLeswortH. Unexpended? 

Mr. Cox. Yes, sir. 

Mr. SuHepparp. It has been called to my attention you are in the 
middle so you split $150,000 each way. 

Thank you, gentlemen. 

Any questions upon the activity? 


DUPLICATION OF WORK BY NAVY AND GAO 


Mr. Anprews. Admiral, in project 8D, “Navy area audit offices,” 
is there any duplication with the General Accounting Office? 

Admiral WarrFieLp. There is bound to be some duplication where 
there are different layers of responsibility in the audit field. 

Mr. Anprews. Do your auditors inspect or look over all of the 
Navy contracts? 

Admiral WarrreLtp. No. We have the responsibility of those 
contracts which are not sealed bid, fixed-price contracts, where there 
is a cost determination or fixed type plus price redetermination. The 
General Accounting Office may come in and look over our shoulder 
at some of our area offices and see how the work is progressing but 
they do not duplicate our work as such. 





1109 


SAVINGS FROM CONTRACT AUDIT PROGRAM 


Mr. AnpreEws. I was interested to note on page 108 that the 
estimated savings to the Government generated by the efforts of the 
contract audit program during fiscal year 1955 amounted to 
$123,494,000. 

Admiral Warrie.p. That is correct, sir. 

Mr. AnpREws. Which represents an increase of $6,709,000 over 
fiscal year 1954. 

I would like you to give us, if you can, the type savings that are 
reflected by this figure of $123,494,000 for fiscal 1955. 

Admiral Warrietp. They are of general category, sir, such as 
disallowance of travel expense, question of excess salaries, questionable 
types of overhead that are put in. We question what they are 
billing us and we disallow it. 

Mr. AnpreEws. Illegally or otherwise where the Navy had no legal 
liability? 

Admiral WarrieLp. Where we feel it is an improper charge. 

Mr. ANpDREws. You have a moneymaking shop. 

Admiral WarrFievp. The first 6 months of this year our records 
show we saved $55 million. 

Mr. AnprEws. What is the total cost of operating your shop? 

Admiral WarFieLp. I can give you that exactly, sir. In 1956, 
$5,686,000. 

Mr. AnprREws. You said you saved this $123 million-plus in fiscal 
1955? 

Admiral WarFieLp. That is right, sir. 

Mr. AnpreEws. Do you have enough money in this budget here to 
enable you to do a jam-up job? 

Admiral WarrFte.p. If we get what we ask for in 1957 we think we 
cap carry on as efficiently as our manpower will permit, sir. 

Mr. AnprEws. How many new positions will you add? 

Admiral WarFIELD. 100 positions or 75.5 man-years. 

Mr. ANDREws. Let me see if I understand. Do your auditors audit 
all Navy contracts? 

Admiral Warrte.p. All Navy contracts such as cost-type and fixed- 
price contracts subject to redetermination. Seal bid fixed-price con- 
tracts are not subject to audit. The contract for the building of the 
Forrestal did, the Nautilus did and the other submarines do and the 
construction of most of the airframes where the Navy is interested, 
we are generally the auditing group responsible. 

Mr. Anprews. Figuratively speaking, your shop is the watchdog 
for the Navy budget in financial activities? 

Admiral WarFIELD. That is correct, sir. 

Mr. AnprEws. Now you take a look at all Navy contracts, as | 
understand it, the ones you mentioned, and GAO can come in and 
take a look at any they so desire? 

Admiral WarFIELD. That is correct, sir. 

Mr. AnprEws. You cover the field of Navy contracts and the GAO 
spot checks them? 

Admiral WarFIELD. They see if we are doing our job properly. 

Mr. Anprews. I am glad to know you are saving so much money 
for the taxpayer. 

Mr. SuHepparp. Mr. Wigglesworth? 
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Mr. WiceLeswortH. This request is apparently applicable to 11 
area audit offices, 9 in this country and 2 overseas. 

Admiral WarrreL_p. That has been changed to 10; 2 overseas and 
8 in this country. We consolidated two of the offices. 

Mr. WiecLeswortH. What two did you consolidate? 

Admiral Warrre.p. Los Angeles and San Diego. 

Mr. WiaGLeswortu. So that gives you a total of 10, 2 of which 
are Overseas? 

Admiral WarFiELb. That is right, sir. 

Mr. WiacieswortH. These offices are the offices, some of which 
have been opened up comparatively recently; is that right? 

Admiral WarFieLb. Two were opened within the past 2 years. 

Mr. Wieciesworts. All of these have been opened as I reeall in 
the last few years. 

Admiral WarrieLp. The internal program started in 1951 with 
two offices. The balance of them subsequent to that date. 

Mr. Wieciesworrs. All of them? 

Admiral Warrietp. We had our cost inspection offices before the 
internal audit program was developed. After the internal program 
started in some cities there were offices under the Comptroller, 1 for 
internal audit and 1 for cost inspection. 

Shortly after Mr. Franke came in he saw the wisdom of consolidation 
and authorized us to make the change and we developed the Navy area 
audit offices. 

Mr. WiaGieswortH. You told Mr. Andrews that this request, if 
approved, would give you an increase of 75.1 man-years. How many 
do you have on board now? 

Admiral WarFieELp. Our authorization today, sir; is 877 in the field. 
We are 10 under that in onboard and commitments. 

Mr. Wiaeieswortu. How many would this request give you? 

Admiral WarFIELD. An average of 971 in the field. 

Mr. WiaGLeswortsH. Generally speaking, from the figures you have 
given us your normal workload is up about 5 percent in 1957 over 1956 
and your request is up about 5 percent dollarwise. In addition to the 
increase in normal work you have taken on some additional new work? 

Admiral WaArFIELD. Correct, sir. 

Mr. WiceGteswortH. And do you foresee that this force of 971 is 
liable to level off or do vou think there is going to be further increase 
in workload that will require further increase in personnel? 

Admiral WarFiIELD. My impression, sir, is that there will be a fur- 
ther increase very definitely desired, especially in the internal audit 
field. It has been a very slow growth in that field because— 

Mr. WicGLeswortH. You mean number of offices? 

Admiral Warrietp. Number of auditors. 

Mr. WieateswortH. Why do you foresee that? 

Admiral WarFIELD. Because we are not today giving the Navy 
adequate protection or the benefit that is generaied from an internal 
audit program. We are well under in manpower compared to our 
sister services and we feel that the benefits generated from.our mternal 
audit program are very, very desirable. 








INSTALLATION AND MAINTENANCE OF TRAINING EQUIPMENT 


Mr. WieGieswortH. What is the reason for the increase under 
8G, “Installation and maintenance of training equipment,’ in the 
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breakdown on page 122 of the justifications? It all seems to be largely 
in the item of overhaul, modification, and repair. 

Admiral Bennett. The question, I believe, was the reason for the 
increase in this particular item. 

Mr. WicGcLeswortH. Item 8G. 

Admiral Bennett. The sum of $149,000. As you pointed out, sir, 
it is in the maintenance area. This is attributable to the increased 
number of trainers which are in operation and the increased use of 
trainers so that they require in toto more repair and maintenance. 

Mr. WiaGieswortH. What kind of trainers? 

Admiral Bennett. They are all sorts of trainers, operational flight 
trainers, guided missile trainers, sonar operator trainers; the list is 
almost endless. 

Mr. Wiaen.eswortn. That is all covered under this one budget 
activity? 

Admiral Bennett. That is correct, sir. 

Mr. Wiacieswortn. Is there none of this work elsewhere in the 
Navy budget? 

Admiral Bennett. No, sir; not this item. 

Mr. Wiccieswortn. There is no maintenance and repair of train- 
ing equipment money requested elsewhere in the Navy budget? 

Admiral Bennett. Not as far as I know, sir. 

Mr. WiaeLeswortu. This repair and maintenance work you are 
referring to is all for simulated training devices? 

Admiral BENNETT. That is cor rect, sir. 

Mr. Wiae.Leswortu. | do not care to ask any further questions. 
Mr. Chairman. 

Mr. SHeprparp. Thank you very much. 


CONTINGENCIES OF THE Navy 


Bupcet Activity No. 9. Contingencies of the Navy 


1 


| 

Increase (+) 

| j or de- 
crease (—), 


No, | Project | 1955 actual | 1956 estimate 1957 estimate | difference, 
| 1957 
| | | compared 
with 1956 


9A | Congressional travel__-_......-------- $10, 608 | $15, 000 | $15, 000 
9B | Official representation. -- | 230, 643 | 303, 000 303, 000 
9C | Extraordinary military expenses_- ..--| 37,121,842 | 9, 175, 000 9, 366, 000 +$191, 000 


Total obligations payable from | 


appropriated funds -- ..-----| 37,363,083 | 9, 493, 000 9, 684, 000 +191, 000 
| 


We will pick up our next budget activity No. 9, “Contingencies of 
the Navy,” reflected on page 123 of your justifications. 

Are you going to handle that, Mr. Cox? 

Mr. Cox. Yes, sir. 


EXTRAORDINARY MILITARY EXPENSES 


Mr. SuHepparpb. I would like to have an explanation as to your 
funding requirements for projects involved with emphasis on the 
$191,000 increase you are requesting under title of “Extraordinary 
military expense.” 
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Mr. Cox. The congressional travel is the same in 1957 as 1956: 
official representation is the same; the increase of $191,000 is in pro- 
gram 9C, extraordinary military expenses, and Captain Stuart will 
address himself to that. 

Mr. SHepparp. Captain, will you define what falls within the 
bracket of extraordinary military expenses, please? 

Captain Stuart. The operation of the Office of Naval Intelligence, 
its field offices, the district intelligence offices, and the Naval attaché 
system. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 

Mr. WicGLeswortu. So the increase of $191,000 is entirely because 
of the investigative activities? 

Captain Sruarr. For personnel security investigations. We have 
had in recent years continually increased requirements placed upon us. 
As examples, a requirement for the background investigation of mid- 
shipmen at the Naval Academy prior to their graduation; the investi- 
gation of all candidates in officer procurement programs prior to their 
commissioning; the industrial-security program, wherein the Navy 
has a classified contract in commercial activities. Executive Order 
10,450 has a continuing application in the maintenance category. 

Mr. SHepparp. In the security function your office performs, 
obviously there would be a correlation between your Department and 
other departments of the Government, would there not? 

Captain Sruartr. Yes, sir. The type of investigation that each 
activity conducts is determined by the limitations agreement entered 
into some years ago between the FBI and the armed services and we 
confine our investigations to personnel under the jurisdiction of the 
Navy. There is no duplication in that respect. 

Mr. SHepparp. Are there any questions upon this item? 

Mr. AnpreEws. Not on this particular item, but I do have one more 
question going back to what we just left. I wonder if Secretary 
Franke cannot answer my question. 

Where do we find those savings of $123 million-plus for 1955 that 
the admiral told us his auditing was responsible for? 

Mr. Franke. You find them in reduced procurement costs. In 
other words, in these redeterminations, if there are any savings in- 
volved in the contract auditing, they reduce the cost of the part. 

(Discussion off the record.) 

Mr. SHepparD. Thank you very much, gentlemen. 


WeEpDNEsDAY, Marcu 21, 1956. 


NAVY INDUSTRIAL FUND 


WITNESSES 


NORWOOD P. CASSIDY, ASSISTANT COMPTROLLER, ACCOUNTING 
AND FINANCE 


Mr. SHepparD. The next subject matter under discussion by the 
committee is the ‘‘Navy industrial fund.’’ We have Mr. Cassidy 
with us, Assistant Comptroller, Accounting and Finance Department 
of the Navy. 





1113 


Do you have a statement you wish to present to the committee, 
Mr. Cassidy? 

Mr. Cassipy. Yes, sir. 

Mr. SHEPPARD. Make your presentation, please. 


GENERAL STATEMENT 


Mr. Casstpy. Mr. Chairman, I am prepared to discuss and submit 
for the record data relating to the operation of the Navy industrial 
fund. This is a working-capital fund utilized by the Navy for the 
financing of its industrial and commercial-type activities. 

The accomplishments realized from operations under industrial-fund 
financing with respect to the development of more efficient operating 
techniques, a keen awareness of costs and an ability to control them, 
and the preparation and utilization of realistic business-type budgets, 
have been most gratifying to management at the activity, bureau 
and departmental level. Timely and effective management review 
and analysis of businesslike financial statements provided for in the 
financial reporting structure of this system facilitates the imple- 
mentation of corrective actions with an expediency not enjoyed under 
the complex multiallotment procedures inherent in the traditional 
system of financing directly under appropriations. The enthusiastic 
acceptance of the industrial fund concept by commanding officers of 
activities operating under the fund is a matter of record within the 
Department. They generally indicate that, with the advent of 
industrial fund financing, they have been afforded management tools 
which, subject to continuing refinements, will contribute immeasur- 
ably to the efficiency and economy of future operations. 

Some of the accomplishments under the fund during the last year 
are particularly worthy of mention. A stringent review of working- 
capital allocations has resulted in a rescission from individual activ- 
ity—cash and return to the corpus of the fund of over $47 million. 
During this fiscal year an ordnance plant, two printing plants and a 
ship repair facility have been converted to financing under the fund. 
Scheduled for conversion on April 1 is another ordnance plant and the 
preliminary studies and preparation of procedures are largely com- 
pleted at a research and development installation and a public works 
activity. A pilot system for standard costs integrated with production 
planning at shipyards is being developed and is in the process of trial 
implementation at one of the yards. 

As of June 30, 1955, the corpus of the Navy industrial fund 
amounted to a total of $480,490,000, received from transfers of 
unexpended balances of appropriations. Of this amount, $300,000 
has since been returned to the source appropriations and $40 million 
lras been returned to the surplus account of the Treasury; therefore 
the total of the fund on the books of the Navy and the Treasury 
Department at this time is $440,190,000. The President’s budget 
proposes a transfer of $40 million of this balance to the Air Force 
industrial fund. This transfer may be accomplished without the 
impingement of the adequacy of the fund since it is considered that 
the remaining balance of $400,190,000 will be sufficient to finance the 
working-capital requirements of the Navy once all of its industrial 
and commercial-type activities are converted to a businesslike basis 
of funding. 
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Currently there are 46 activities being financed and operating under 
the Navy industrial fund. The working-capital allocated and em- 
ploved in these activities is $240,879,000. In addition to the alloca- 
tions already made, several more are in process. In fact 4 additional 
allocations are in various stages of processing and these allocations 
will aggregate $10,900,000. Accordingly, the total funds employed or 
about to be employed in the immediate future amount to $251,779,000. 

The balance remaining in the fund totals $188,411,000 and of this 
amount $136,850,000 has been programed for allocation to additional 
activities. The allocation of these funds to the 38 activities will leave 
free an unencumbered reserve of $51,561,000. This will be sufficient 
to provide the proposed transfer of $40 million to the Air Force 
industrial fund. Retention of the remaining $11,561,000 in the corpus 
of the fund is considered essential to adequately cover unanticipated 
requirements which may develop as the individual projects unfold. 

I have with me for the information of the committee and for the 
record a detailed analysis of the allocations, impendinz allocations 
and the program amounts. This statement encompasses the entire 
program in the Navy and shows the individual allocations and the 
amounts programed to each naval activity. 

Mr. SHepparpD. I would like to have you insert in the record the 
data that you have available for that purpose. 

Mr. Cassipy. Yes, sir. 

(The matter above referred to is as follows:) 


Navy industrial fund budget, fiscal year 1957—Analysis of Navy industrial fund 
showing allocations to activities (as of Mar. 15, 1956) 


Total:sum ‘warranted to Tatid o.oo ee ee lt sed $480, 490, 000 
Returned to source appropriations __ - - 300, 000 
Transferred to Treasury surplus account 40, 000, 000 


Net available to Navy for allocation _-_-_-_----- sgecct a Ce 000 


Allocation to activities: 
Defense printing service-_- -- - ~~~ - : 300, 000 
Navy printing service (25 plants) _- L Lake restiih seat ee 750, 000 
Military Sea Transportation Service ___- eed ee sis i 40, 964, 418 
Naval Research Laboratory-_--- - -- 3 5, 500, 000 
Naval shipyards: 
Philadelphia $16, 000, 000 
Norfolk 17, 000, 000 
Charleston __- amen 10, 000, 000 
Portsmouth, N. H be rh ee 8, 500, 000 
Boston = 7 JSITIO9. 20... oe SS ee 
New York. Leek «Ade . 21, 900, 000 
Puget Sound_- fas oe Dein taredtinaden« ee 
Long Beach___.- ene: a Ri Tet 8, 300, 000 
Mare Island __. i _... 16, 500, 000 
San Francisco________-- 1 SVs. 9, 200, 000 
Pearl Harbor___- eptkins : 6, 000, 000 
Repair base, San Diego ee 2, 500, 000 
—————— 140, 900, 000 
Ordnance plants: 
York, Pa. - at puri t 6, 000, 000 
Forest Park, Ill____- _... 8, 500, 000 
Indian Head. Md. ..4—-Ui<- 4464243 7, 000, 000 
Corona, et 600, 000 
Naval Gun Factory 22, 000, 000 
Indianapolis, Ind 
51, 500, 000 
Marine Corps clothing factory oe $21, 400 
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Navy industrial fund budget, fiscal year 1957—Analysis of Navy industrial fund 
showing allocations to activities (as of Mar. 15, 1956)—Continued 


Allocation to activities—Continued 
Brooklyn naval clothing factory (liquidation of accrued leave 
liability upon deactivation, permanent impairment of fund) - $143, 000 


Total allocations to date 


Impending allocations to activities: 
Naval ordnance plant, Macon, Ga 
David Taylor Model Basin, Carderock, Md_--- 
Public works center, Norfolk, . - gthlielees — 
Public works center, Treasure Island, Calif____ 500, 000 
— 10, 900, 000 
Programed but not allocated: 
Research and development laboratories (BuShips) : 
Underwater sound laboratory, New Lon- 
don, Conn_---- 100, 000 
Engineering experimental station, Annap- 
2s Mdisedess= 400, 000 
Boiler and turbine laboratory, Philadel- 
on, ae ‘ A 700, 000 
Mine ‘countermeasures ‘station, Panama 
City, Fla 800, 000 
Electronics laboratory, San Diego, Calif __ 100, 000 
Radiological defense laboratory, San Fran- 
cisco, Calif 800, 000 


6, 900, 000 
Ordnance plants (BuOrd): Louisville, Ky_.....-.--------. 7 5, 500, 000 
Ammunition depots (BuOrd): 

Bangor, Wash $2, 
Crane, Ind 7, 
2 


Earle, N. J 
See ss deiiadiastei 
Hastings, Nebr 

Hawthorne, Nev 

Hingham, Mass 

Mare Island, Calif 

McAlister, Okla 


~ 


400, 000 
600, 000 
100, 000 
——— 30, 100, 000 


bo pe bo 60 Go 


St. Juliens Creek, Va 


(ther BuOrd activities: 
Ammunition and net depot, Seal Beach, 
, 800, 000 
Naval magazine, Port Chicago, a: 100, 000 
NOL, White Oak, Md 500, 000 
NOTS, Inyokern, Calif 3, 200, 000 
NAOTS, Chincoteague, Va 900, 000 
NPG, Dahlgren, Va 800, 000 
Underwater ordnance test station, New- 
port, R. I 2, 000, 000 
Naval torpedo station, Keyoort, Wash - -- 800, 000 
Naval mine depot, Yorktown, Va___------ 900, 000 
——————————_ 34, 000, 000 
Aviation Repair Facilities (BuAer): 
Alameda, Calif__--.---- Pecan aie aie 10, 000, 000 
San Diego, Calif 000, 000 
Coopup Art, Tem... .sewas-stwi¥gdes 5, 000, 000 
Pensacola, es i ae ee ae 5, 000, 000 
Cherry Point, N. C. (Marine Corps) , 000, 000 
Norfolk, Va 000, 000 
Quonset Point, R. I 9, 000, 000 
NAMC Philadelphia, Pa ) 
Jacksonville, Fla 
Lakehurst, N. J 


60, 000, 000 
74195—56 
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Navy industrial fund budget, fiscal year 1957—Analysis of Navy industrial fund 
showing allocations to activities (as of Mar. 15, 1956)—Continued 


Programed but not allocated—Continued 
Naval Uniform Shop, Brooklyn, N. Y_.-----. $350, 000 


Total programed but not allocated__________-_-- 4.45 136, 8: 50, 000 


Balance available for allocation__.______-- 


Total —_ 440, 190, 000 


Alloeated to activities 
Impending allocations 
Programed but not allocated __- 
Reserve for redistribution___- 


240, 878, 818 
10, 900, 000 
136, 850, 000 
51, 561, 182 


440, 190, 000 


Activities scheduled for installation of Navy industrial fund financing, fiscal year 
1956, 1957, and 1958 


Annual 


> 
T 
Program volume 


Activity 


| 
| 
|—— _ ammnae 


| NOP, Macon, Ga..- f 
David Tay lor Model Basin, Carderock, Md 


$18, 500, 000 
5, 700, 000 


Ordnance 
Ships (R and D) 


SEIS ets not ae 2 ons ees es oe 24, 200, 000 


BuDocks.....--.----- 


NAS, Quonset Point, R. I_.---..-------- 
PWTC, Treasure Island.--_---.....--- 
PWC, Norfolk, Va. iposgees 


27, 000, 000 
1,000, 000 
6, 000.000 


NOP, Louisv ile, Ky. 


Ordnance. i ah 
Underwater Sound Laboratory ‘ New London , Conn 


17, 000, 000 
Ships (R and D).. 


3, 300, 000 


54, 300, 000 
4, 200, 000 
2, 100, 000 
2, 400, 000 
6, 300, 000 
2, 400, 000 


6, 000, 000 
21, 300, 000 





Ships (R and D) Engineering Experimental Station, Annapolis, Md 

Boiler and Turbine Laboratory, Philadelphia, Pa__.----- 

Mine Countermeasures Station, Panama City, Fla 

Electronics Laboratory, San Diego, Calif 

Radiological Defense Laboratory, San Francisco, Calif... 

Ammunition depots: 

Bangor, Wash 

a cident cticegids Wiel ah 

Earle, N. J-.- 

Fallbrook, Calif 

Hastings, ‘Nebr... 

Hawthorne, Nev.. 

Hingham, Mass 

i neue cieeneos ; 

McAlister, Okla 

Oahu, TH._.----- 

St. Juliens Creek, Va- ss 

a and Net Depot, ‘Seal Beach, Calif. 
Naval Magazine, Port Chicago, Calif_- 

NOL, White Oak, Md 

NOTS, Inyokern, Calif_- 

NAOTS, Chincoteague, Va 

NPG, Dahlgren, Va. 

Underwater Ordnance Test Station, New port, RL. 

Naval Torpedo Station, Keyport, Wash 

Naval Mine Depot, Yorktown, Va... 





E2235: 


= 


1958....| Aviation repair facili- 
ties: 

Alameda, Calif 

San Diego, Calif abe 

Corpus Christi, Texas. - - - 

Pensacola, Fla-.- 

Cherry Point, N. C_. 

Norfolk, Va__-- 

NAMC Philadelphia, Pa ; 

Jacksonville, Fla Le 

| Lakehurst, N. J.. satsaahe cde dessin 

Naval uniform shop, Brooklyn, N. Y...........--- 


15, 000, 000 
12, 000, 000 
27, 000, 000 
19, 500, 000 
10, 500, 000 
3, 000, 000 
1, 050, 000 


363, 750, 000 








Total, programed allocations 


$147, 750, 000 
Estimated annual volume 
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FIRMNESS OF 1956, 1957, AND 1958 PROGRAMS TO PLACE FACILITIES 
UNDER FUND 


Mr. SHepparp. How firm do you consider these 1956, 1957, and 
1958 programs to place facilities under the fund? 

Mr. Cassitpy. We believe it is sufficiently firm that by 1958 we 
should have all of them converted to the fund if the schedule is carried 
out. 

Mr. SHepparp. How many did you anticipate when you appeared 
before the committee last year to put under the fund during fiscal 
1956? 

Mr. Cassipy. I do not have that information with me. But the 
program did change because (1) of personnel problems and (2) be- 
cause several projects extended longer than we anticipated. 

Mr. SHepparpD. When the record comes down to you, Mr. Cassidy, 
I wish you would clarify that for 1956 and what is anticipated for 
1957, please. 

Mr. Cassipy. Yes, sir. 

Mr. SuepparD. In checking over the industrial fund and reaching 
our conclusions, we find the following: An unallocated reserve on 
December 31, 1955, of $199,311,182; annual volume of business instal- 
lations to be placed under the industrial fund through fiscal year 1958, 
contemplated, $442,250,000. 

Mr. Cassipy. That is correct. 

Mr. Suepparp. Cash necessary for reimbursement on cycle of 90 
days, $110,562,500; safety factor, $5,748,682—total requirement, 
$116,311,182, and apparently, from our calculations, an unneeded 
amount of $83 million. 

The chairman is susceptible to whatever comments you may care 
to make. 

REIMBURSEMENT CYCLE 


Mr. Cassipy. We find the reimbursement cycle of 90 days cannot 
be relied on. In the case of some activities, we have a 60-day reim- 
bursement cycle; in others, 90 days, and in others, 120 days. 

Mr. SHepparp. What would be the average cycle as of the present 
time? 

Mr. Cassipy. We think the average cycle at the present time is 
between 90 and 120 days. 

Mr. SHEPPARD. We find, in looking over the Army’s operations 
that they have an average cycle of 86 days and last year the Navy 
testified to an 84-day cycle. 

Mr. Cassipy. That is right. But rather than finance by partial 
payments when you are financing work in process that extends over a 
long period of time, the capital investment is heavy and the reimburse- 
ment cycle is necessarily extended. And in a great many of our 
large plants, the investment in work in process 

Mr. Suepparp. Are you telling me that your general functions 
within this fund as evidenced by the Army and by your experience, 
differ to the degree that is indicated by the two figures—that ia the 
past tense estimated by the Navy, and that used by the Army and 
that contemplated at the moment? 

Mr. Cassipy. That is right. The present computation of the re- 
imbursement cycle has been fixed at 120 days for the program that 
is to follow. 
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Mr. SHepparp. What was the premise used to establish that period 
of time? There must have been some fundamentals in back of what 
you established. 

Mr. Cassipy. We had the investment in the working capital; the 
inventories and the work in process. And 90 days is considered the 
actual time of reimbursement; but, as conditions vary, we find the 
working capital necessarily has to be increased at a given activity to 
take care of the ultimate reimbursement. 

Mr. Suepparp. Your position as | interpret it of what we are dis- 
cussing here is somewhat parallel with a private corporation or com- 
pany’s methods of operation. You contemplate you are going to do so 
much business within a given period of time. 

Mr. Cassipy. Yes, sir. 

Mr. SHepparpD. You estimate the volume of that business dollar- 
wise to the degree you can and then, of course, you proceed to develop 
funds to cover the figure you have assumed for determinable purposes; 
is that correct? 

Mr. Cassipy. That is correct. 

Mr. SHepparp. And somewhere in this overall function you have 
arrived at the figures you are defending here as necessary in this in- 
dustrial fund. Now were they predicated upon your own backlog of 
experience in the past tense, or are they taken from additional factors— 
that of the backlog plus what is implied in the 1957 request? 

Mr. Cassipy. Our request here for a reduction of working capital 
is based on the 120-day cycle after a survey in those activities that 
are to be subsequently embraced in the funding operation and esti- 
mates, also, of the amount that will be at that time in inventories 
and work in process. Work in process does freeze the working 
capital. 

Mr. SuepparD. That is right. 

Mr. Cassipy. And this extends the reimbursement cycle. 

Mr. SuHepparD. However the intake of the particular activities 
that are going to bring new functions in the industrial program 
create the safety impact characteristics that you want to protect by 
the safety fund factor; is that correct? 

Mr. Cassipy. Yes, sir. And we want the safety factor because 
we have found while we have reduced allocations to the working-fund 
activity, we have also found it necessary to increase them. 


TRANSFER OF PROGRAMS TO INDUSTRIAL FUND OPERATION 


Mr. SHeprarp. Who are the responsible people who are going to 
take those activities out of their existing category and place them in 
the industrial-fund category? 

Mr. Cassipy. The program has .been approved by the Navy 
Department and as the work is accomplished, we will survey an 
activity, study its operations, we adopt the program on which we 
develop an accounting system tailormade, in the same manner as 
would any corporate enterprise. 

Mr. SHepparp. In other words, the program is firm? 

Mr. Cassipy. That is right. 

Mr. SHeprarD. You know right now when those particular opera- 
tions are going to be phased into the industrial-fund operation? 

Mr. Cassipy. We do not know the specific dates. We do know 
that as they unfold we move from one activity to the other and one 
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today may have a priority that next week may be superseded by 
another activity, or class of activities. 

Mr. SHepparD. Well if the program is firm, Mr. Cassidy, where does 
priority enter into the field of consideration? 

Mr. Cassipy. I can give you an example. We moved into Macon, 
Ga., ahead of other scheduled projects because of a visit by the 
Secretary of Defense and others to Macon. 

Mr. SHepparD. Did his presence there create a priority situation 
as such? 

Mr. Cassipy. No; but after surveying the industrial operation he 
determined that there should be improvements made at Macon in the 
industrial effort as well as in the financial management area, and he 
directed we proceed immediately with the conversion of Macon to the 
industrial fund. 

Mr. SHepprarpD. I will admit that was a good public-relations 
approach to the situation; but I do not think it necessarily means that 
the economic concept is sufficient to require that expediency. That 
was not evidenced by the hearings we had previously. 

Mr. Cassipy. I cannot speak to that. 

Mr. SuHepparp. Is there in contemplation any major changes in 
types of facilities that are coming under the industrial fund compared 
to the types that have been in the fund or were put into the fund 
heretofore? 

Mr. Cassipy. No, sir. 

Mr. SuepparD. Then if there is no particular change in the type of 
facilities, it is indicated that you still find it necessary to switch from 
the 90- to the 120-day operation? 

Mr. Cassipy. We think 120 is the outside and we will, as experience 
unfolds, offer to this committee the funds which then are patently not 
required in this operation. 


ADVANTAGES OF INDUSTRIAL-FUND OPERATION 


Mr. Suepparp. Aside from a better supervision that is indicated 
by having operations transferred into the industrial fund as compared 
with the previous type of operation, what contemplated dollar saving 
is in your mind? 

Mr. Cassipy. I can give you quite a complete story as to the dollar 
savings that have been developed, bureau by bureau. 

Mr. SHEPPARD. And those were attained by experience? 

Mr. Cassipy. By experience. 

Mr. Suepparp. I would like to have your comments on that. 

Mr. Cassipy. I have quite a few commendations of the industrial 
fund operation. The Bureau of Ordnance, in commenting on the 
use of the industrial fund stated: 


The most important role of Navy industrial fund accounting at the Naval 
Powder Factory is to provide management with data for the analysis, evaluation 
and control of industrial product costs. Two major objectives of the Naval 
Powder Factory management, moneywise, are to get the most for the least money 
and to contribute to the maximum effective employment of bureau funds. The 
effectiveness of NIF is primarily to be gaged indirectly by the success of NPF in 
meeting these objectives. During fiscal year 1955 NIF accounting contributed 
to the following management accomplishments. 
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And then they list quite a number of advantages. 

Mr. Suepparp. You are undoubtedly right; but what I would like 
to get for my own information is while the supervision of the expendi- 
ture of funds is a most desirable achievement upon the part of any- 
body administering funds, somewhere in this composition of function 
there has been a void of something because of what it had been before. 
It might be management, or it might be anything. There has to be 
a combination of something here to make this saving possible under 
this particular fund, because the only thing you are doing under this 
fund is bringing that operation into a compact functional situation. 

Mr. Casstpy. No, sir; I think there is more than that. What we 
have done, we have converted thinking from purely the expenditure 
point of view. Under the appropriation and allotment system all 
that management is concerned with is—how many dollars do I have; 
what have I done with that; what has it been expended for. Under 
the industrial fund you draw a contrast, the individual activity is 
allocated a definite amount of working capital, the same as in a cor- 
poration. It operates under that working capital and is necessarily 
responsible for the accounting integrity of the working capital. He 
can only do that through having an active interest on the part of 
management, in all of the operations, in the costs being incurred and 
where the money is being spent. 

Mr. SHepparp. And, incidentally, where the money is coming from. 

Mr. Casstpy. The money is coming from his reimbursements. By 
his own actions he generates the money for his future operations. 
And without a definite consciousness on the part of his day-to-day 
operations, he cannot live tomorrow. 

Mr. Suepparp. I might interpret your statement by using a parallel, 
which I hope is not too odious, that it is by indirection the instilling 
of an interest in people who handle the money the concept of meeting 
the payroll expenditure. 

Mr. Cassipy. That is correet. It is the same thing, a corporation 
must have sales in order to meet their payroll. 

Mr. Franke. I might add one thing. My experience with the 
industrial fund is that one of the great things it develops is a sense of 
cost consciousness on the part of the manager of such a fund. 

(Discussion off the record.) 

Mr. Suepparp. Mr. Wigglesworth? 


NUMBER OF ACTIVITIES 


Mr. WiaciteswortH. Do I understand that you now have 46 
activities under this fund and that you intend to increase that by 4 
in the current fiscal year? 

Mr. Cassipy. Yes, sir. 

Mr. WiceieswortH. Making a total of 50? 

Mr. Cassipy. Yes, sir. 

Mr. WiceLeswortnH. And is it contemplated that there will be 
further expansion in 1957? 

Mr. Cassipy. Yes, sir. ‘ 

Mr. WiceieswortH. To what extent? 

Mr. Cassipy. Perhaps 25 to 30 of the 38 remaining activities. 

Mr. WiceLeswortH. What do you mean by the remaining ac- 
tivities? 
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Mr. Cassipy. We have furnished a list. of the activities, Mr. 
Wigglesworth, scheduled for inclusion under the industrial fund 
program. 

Mr. WiccLteswortu. You mean on top of the 50 activities you 
hope and desire to put in 38 more? 

Mr. Cassipy. Yes, sir. 

Mr. Wicaiesworru. Will anything be left outside if you achieve 
that goal? 

Mr. Cassipy. Not in the industrial and commercial types of activ- 
ities. We do not embrace in the operations of this fund purely 
military functions. 

Mr. WiaGLeswortu. I see, looking at your proposal, that vour 
hopes as to 1957 are limited to 5 activities and the balance of the 
38, if that is what the number is, will not be in the picture before 
fiscal 1958. 

Mr. Cassipy. They are key activities. You will notice the first 
activity in the 1957 program is the naval air station at Quonset Point. 
We believe that once the program is carried out at the naval air 
station at Quonset Point that those that are in 1958 will be moved 
ahead because they will come into a patterned program. 

Mr. WicGLeswortH. | am under the impression that this com- 
mittee and the Congress have something to say about the inclusion 
of additional items under this fund. 

Mr. Cassipy. Yes, sir. 

Mr. WiccLteswortH. My previous statement with regard to the 
proposal you are now making is correct; is it not? 

Mr. Cassipy. I didn’t understand the question. 

Mr. WiaeLeswortH. Am I correct that in 1957 you contemplate 
the addition of only 5 items and that the balance of the 38, or what- 
ever the number was will not be in the picture until fiseal 1958. 

Mr. Cassipy. That is correct, unless they are advanced because of 
a pattern that will be cut as we go over a particular class of activities. 
That has been our experience. 

Mr. SHerparp. How many out of that 38 do you consider you 
have congressional approval for at this time? 

Mr. Casstpy. We do not consider we have congressional approval 
for any at this time. We must under a program of the Appropriations 
Committee seek approval of these conversions as we approach them. 

Mr. SHepparD. Does the same answer apply to the 1956 program, 
“Ordnance at Macon,” and ships at Taylor Basin? 

Mr. Cassipy. Yes, sir, but we have just received the approval for 
the Naval Ordnance plant at Macon, Ga. The cutover will be initi- 
ated there on April 1. 

Mr. Suepparp. There was a retention on that, however? 

Mr. Cassipy. There was a—— 

Mr. Suepparp. It was incorporated in 2 letters from the Secretary 
of Defense. We put that reservation in there because his letter as it 
was conveyed to the committee had a reservation in there that the con- 
struction of certain facilities would be determined on or about April 1, 
as I recall it. 

Mr. Cassipy. We have a commitment with a caveat that any of 
the items are normally carried in the public works bill. 
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REIMBURSEMENT CYCLE 


Mr. Wiecieswortn. I don’t know if anything can be added. I 
am personally not satisfied with the testimony to date on the period 
of the cycle. As I understand it, a year ago the Navy said they could 
get along with 84 days, the Army said 86 days. Today you tell us 
that you have some items where 60 days is ample, that you have 
others where you say you need 90 days, and that there are others that 
might need 120 days, so you propose to operate the entire fund on a 
120-day cycle. That is my understanding, and I am not satisfied 
with the explanation of why you think you need 120 days. 

Mr. Cassipy. I think we are operating on an average of approxi- 
mately 90 days at the moment. The prospective program is pro- 
gramed on the basis of 120-day cycle. 

Until we move into these activities—— 

Mr. WicGLeswortH. You have made that statement but you have 
not told me why yet. If you have I have not understood it. 

Mr. Cassipy. Because investments in inventories and work in 
process freeze working capital for long periods of time. In some of 
these activities we believe that our work in process will involye—— 

Mr. WiceLeswortsH. For instance, what activities? 

Mr. Cassipy. Naval Air Station. It could at the Naval Ordnance 
plant. 

Mr. WiceLeswortH. You only have a couple of those in the pic- 
ture in 1956 and 3 or 4 more in 1957; have you not? 

Mr. Cassipy. Ten or eleven of them in the 1958 program. 

Mr. WicGLeswortH. We have not yet got into 1958. 

Mr. Cassrpy. The cash already has been provided in the fund, Mr. 
Wigglesworth. The cash is there, so we are programing against the 
cash that is now available. We are not asking for more money for 
the fund. 

Mr. Wiaciesworts. Is there a material difference in your picture 
from the Army picture? 

Mr. Cassipy. I cannot speak for the Army problem, sir. 

Mr. Wiceteswortu. That is all, Mr. Chairman. 


TIMING OF FUTURE ALLOCATIONS 


Mr. SuHepparD. Before you leave there is one subject matter 
brought to my attention. It is reflected on page 1219 of our hearings 
of last year. It is entitled ‘Timing of Future Allocations.” 


Mr. WIGGLESworTH. You gave us the amount allocated to activities; then 
you gave us the amount which you classified as pending; then you gave us the 
amount programed but not allocated. What is the period of time that is involved 
in respect to the figures classified as pending and as “programed but not allocated?” 


Then your answer: 


Mr. Cassipy. Mr. Wigglesworth, we are accelerating the program. Although 
it is a time-consuming program in surveying the financial operations and proce- 
dures of the complex industrial activities, we anticipate that during the remainder 
of 1955 and running into the fiscal year 1956, to have completed the major portion 
of this program. 

There will be some activities on the periphery of the program that may not be 
embraced in the program until early 1957. 


Comments pertaining to that statement at that time, Mr. Cassidy? 


Mr. Cassipy. Yes, sir. At that time we contemplated expanding 
the personnel in my office to carry out this program. That expansion 
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did not take place and in lieu of expansion we suffered a contraction 
due to transfers. 

Mr. SHeprparD. Why didn’t the expansion take place? 

Mr. Cassipy. We couldn’t recruit the people and we lost some of 
the people we had to the other services that are engaged in this same 
program. 

STATUS OF PERSONNEL 


Mr. SHepparp. What is the status of the personnel within your 
office now to handle the workload that is coming in as it was propor- 
tioned to the circumstances with which you were confronted at 
that time? 

Mr. Cassipy. We believe with an expansion of not more than four 
people we can rapidly cover this program subject to the green light 
from the Appropriations Committee, and we can advance the date to 
early in 1958 when we will cover many of the activities that are now 
listed in 1958. 

Mr. Suepparp. Was your original request for personnel to handle 
the workload in your office for more people at the time you were 
before the committee? 

Mr. Cassipy. Yes, sir. 

Mr. SHeprarp. How many people was it at that time? Do you 
remember? 

Mr. Cassipy. I cannot identify them in the committee hearings. 
We were talking about an expansion of six people at that time. 
At one time during this year, in late fall, we had suffered a net loss 
of 2 people instead of a gain of 6 people. 

Mr. SHepparpD. What was the cause of that? I am trying to get 
a cause and effect, Mr. Cassidy. Was it because of lack of funds 
you didn’t get the six people? 

Mr. Casstpy. No, sir. It was a lack of availability of qualified 
personnel. 

Mr. Suepparp. Wholly on that premise? 

Mr. Cassipy. Yes, sir. 

Mr. SHepparp. Are those people supplied through civil service? 

Mr. Casstpy. They must meet civil-service requirements but in 
this competitive field for the type of accountants that you want 
you must generally recruit your own personnel. There is no register 
to which you can go and pick off qualified personnel. 

Mr. SHepparpb. Did you confine your recruiting to the District of 
Columbia area? 

Mr. Cappipy. No, sir. 

Mr. SHepparp. How expansive was that recruiting? 

Mr. Cassipy. It covered the United States. In fact, we had one 
gentleman recruited in California. He came to Washington, reported, 
stayed 2 days, didn’t like the town. He now writes us that he made 
a mistake and would like to come back to work. 

We think he was a very qualified man. 

Mr. SHEPPARD. Qualified perhaps as far as the mathematical prob- 
lem is concerned but climatically you had trouble. 

You had the difficulty in getting your 6 people at that time—you 
had 2 out of 6; was that it? 

Mr. Cassipy. At one time, 5 months after the authorization to 
recruit 6 people, we found out that instead of a net addition we had 
suffered a net loss of 2. 
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Mr. SHepparpD. Then you are really in worse shape now than you 
were then; are you not? 

Mr. Cassrtpy. No. . At the present time, Mr. Sheppard, the last 
man for the final billet is about to report. 

Mr. SHEPPARD. So you do have competent help to absorb this 
contemplated load that you have here? 

Mr. Cassipy. Yes, sir. 

Mr. Suepparp. Are they all there outside of the one you mentioned? 

Mr. Casstpy. We have no climatic problems and they are all there. 

Mr. SuHepparpb. That is all. a 

Thank you very much, Mr. Cassidy. 


MILITARY SEA TRANSPORT SERVICE 
WITNESS 


VICE ADM. FRANCIS C. DENEBRINKE, UNITED STATES NAVY, COM- 
MANDER, MILITARY SEA TRANSPORT SERVICE 


Mr. Suepparp. Admiral, I understand you have a statement for 
the committee? 

Admiral Denrprinx. | do not have a written statement, Mr. Chair- 
man. I came here prepared to show you some charts and graphs. I 
understand time is limited and I understand that you are interested 
in learning about the operation of the Military Sea Transportation 
Service under the naval industrial fund. 

Mr. SHepparp. That is correct. 

Mr. Anprews. I took a trip on one of the Admiral’s MSTS ships 
over and back and you had fine service. 

Admiral DENreBRINK. You went over on two of the better ships, sir. 

Mr. SHepparp. Your crew told me the two ships I took were the 
best. 

Admira] Denrsrink. Let me start off, sir, and I will be as brief as 
IT can. 

Cuart Gl 
Brier OvutTitine, MSTS Mission 

To Provipe Sxa TRANSPORTATION FOR PERSONNEL AND CARGOES OF THE DzE- 

PARTMENT OF DEFENSE 
To PLAN aND NeGoTIaATE FoR Use or ComMMeERcIAL SuHrppinag To AUGMENT 

MSTS Fuieer as Necessary To Meret Totat REQUIREMENTS 
To PLAN FoR AND Be CapasBie or EXPANSION IN TIME OF WaR As DirRECTED 
~ On October 1, 1949 the Military Sea Transportation Service was 
formed under one authority to provide sea transportation for the 
personnel and cargoes of the Department of Defense, to plan and 
negotiate for the use of commercial shipping to augment the MSTS 
fleet as necessary to meet total requirements and to plan for and 
be capable of expansion in time of war as directed. 

I would like to point out that when MSTS was formed we became 
a merger of two old existing ocean transport organizations which were 
the Army Transport Service, which had been started immediately 
after the Spanish-American War, and the Naval Transportation 
Service which had been started after World War I. 
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1 maintain a shoreside organization which consists of my headquar- 
ters in Washington, 4 rear admirals, headquarters at London, New 
York, San Francisco, and Yokosuka, Japan, 4 subordinate areas, and 
offices to a total of 40 different establishments ashore manned by 
3,100 officers, men and civilians. 


Cuart G6 


AS DIRECTED IN MEMORANDUM OF AGREEMENT BETWEEN THE 
DEPARTMENT OF DEFENSE AND THE DEPARTMENT OF COMMERCE. 
DATED AUG. 1954. ALL MERCHANT SHIPPING CAPABILITY REQUIRED 
iN ADDITION TO THAT PROVIDED BY THE MSTS NUCLEUS FLEET 
WILL BE OBTAINED. CONSISTENT WITH MILITARY REQUIREMENTS 
AND PRUDENT MANAGEMENT, IN FOLLOWING ORDER OF PRIORITY: 


FIRST: MAXIMUM UTILIZATION OF AVAILABLE U.S. FLAG BERTH SPACE. 


TIME OR VOYAGE CHARTER OF SUITABLE PRIVATELY-OWNED 
U.S. FLAG MERCHANT SHIPS VOLUNTARILY MADE AVAILABLE 
BY INDUSTRY. SUCH CHARTERS WILL BE KEPT TO MINIMUM 
NECESSARY TO MEET REQUIREMENTS WHICH FORESIGHT 
INDICATES CANNOT BE MET BY US. FLAG BERTH OPERATORS. 


SHIPPING PROVIDED BY NATIONAL SHIPPING AUTHORITY 
UNDER GENERAL AGENCY AGREEMENT. 


WHERE U.S. FLAG SHIPPING iS NOT AVAILABLE. MSTS MAY 
FOURTH: EMPLOY FOREIGN FLAG.SHIPPING TO MEET URGENT 
MILITARY REQUIREMENTS. 


One of the complications which arises out of my unique organization 
is that I must utilize to a great extent commercial shipping operations. 

The Department of Commerce, through the Maritime Administra- 
tion, is the chaperone of the American private merchant marine, and 
in view of the fact that the MSTS has the status of a fleet in the oper- 
ating forces of the Navy, there has to be a resolution of an apparent 
conflict between the private merchant marine and the MSTS. 

This was resolved in 1951 by an agreement between Mr. Lovett and 
Mr. Sawyer and it was refined, clarified and reissued under date of 
August 1954 by Mr. Weeks and Mr. Wilson. 

In addition to setting forth the mobilization needs and the peacetime 
needs of MSTS, it shows the relationship between the private 
merchant marine and the nucleus fleet of MSTS by assigning an order 
of priority of shipping, and this is very important. 

In addition to the capabilities of the MSTS nucleus fleet, we will 
engage services as follows consistent with military requirements and 
prudent management. 

First, we must give maximum utilization of available United 
States flag berth space. 

If I may interpolate, berth space means the privately owned and 
operated shipping companies that operate on assigned trade routes. 

Second, we must use time or voyage charter of suitable privately 
owned United States-flag merchant ships voluntarily made available 
by industry. Such charters will be kept to a minimum necessary to 
meet the requirements which foresight indicates cannot be met by 
United States flag berth operators. 
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Third, we would provide shipping by National Shipping Authority 
under general agency agreement. 

Fourth, where United States flag shipping is not available, MSTS 
may employ foreign flag shipping to meet urgent military require- 
ments. 

As of March 1, 1956, the MSTS fleet numbered 224 vessels and craft. 
The nucleus fleet comprised 186 vessels and craft. The commercial 
fleet comprised 38 vessels and craft. 

In our nucleus fleet there were 11 commissioned USS vessels manned 
by Navy personnel and 175 USNS vessels manned by civilian crews. 

In the commercial fleet we had 31 chartered vessels and 7 vessels 
from the National Shipping Authority. 

Please note, also, in the lower right-hand corner, that in addition 
to the MSTS fleet of 224 ships, 261 sailings of American berth line 
vessels carried dry cargo for MSTS during the month of February. 

Mr. WiceLeswortu. Off the record. 

(Discussion held off the record.) 

Admiral Denrsrink. This chart (chart F5) shows the development 
of the nucleus fleet and I think it will be of particular interest to this 
committee in that on October 1, 1949, in the left-hand column, you will 
notice that the combined strength of the Army Transport Service 
and the Naval Transportation Service numbered 335 vessels. 

On July 1, 1950, when MSTS finally took control of the vessels 
which it thought it needed to carry on the peacetime operations of 
MSTS, we had reduced our nucleus fleet to 187 ships. 

Notice that during the Korean war the numbers increased until 
we reached a Korean war peak of 273 ships. Thereafter it began to 
decrease, and on March 1, 1956 our number was down again to 186, 
which, by coincidence, was within one of the number which had been 
determined on July 1 of 1950 despite the tremendous increase in 
international commitments which this country had absorbed during 
the intervening period of time. 

These charts (charts F4 and F7-6) indicate the strength of the 
MSTS fleet and reflect very well the reduction which is implicit in 
the flexibility of the naval industrial fund concept, and I show you in 
the left-hand chart the number for fiscal year 1954 where the MSTS 
fleet reached a maximum strength of 602 ships. I have not shown 
you the fiscal year 1955 chart, but for fiscal 1956 you will notice that 
the number has steadily reduced until now it is down to 224. 

The various shades on these charts highlight the various types of 
ships, the various types of people who man the ships, which bring into 
focus the necessity for flexibility and commercial practice which is so 
well permitted under the industrial fund concept. 

I have shown you what our mission is, giving you some idea of the 
shore-side establishment, the current strength of the fleet, the reduc- 
tion from the peak of the Korean war. Now what do we do? 
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Cuart Cl-5 


MSTS DRY CARGO TRAFFIC 
DRY CARGO LIFTED DURING FISCAL-YEAR. 1955 
om~ LIFT 16.042.402 | WTS. 


NORTH PACIFIC PACIFIC 


fil MEASUREMENT ‘oas) 


In fiscal year 1955 our dry cargo traffic totaled 16 million measure- 
ment tons, and the red lines on the chart above indicate the various 
areas to which we carry our cargo. 

The next chart (chart C2—5) indicates one of the problems which 
calls for flexibility in our affairs, and it shows what the forecast of 
our cargo requirements is as submitted to us by our shipper services, 
our customers, the Army, Navy, and Air Force. 

You will notice that as time marches on in each of those months 
the requirements vary considerably, which makes our business quite 
complex. 

The next chart (chart C3-5) indicates some of the stability which 
we are now achieving in the post-Korean era and is the dry cargo 
lifted from the United States outbound in fiscal 1955. 

You will notice the colors there indicating the dry cargo carried by 
our nucleus fleet ships in red, by the berth line vessels in gray, by the 
time chartered vessels in black, and by the general agency vessels in 
the tan color. 

We have to carry a large number of private military vehicles over- 
seas, and you will notice that that number, which according to an 
interpretation of the current statute must be carried in Government- 
owned vessels, reaches a considerable figure. Last year we estimated 
that we billed the shipper services some $20 million to lift the eighty- 
five-thousand-odd vehicles for that year (chart C9). 
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Cuart C9 


MSTS WORLD WIDE POV LIFT 
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MSTS PASSENGER TRAFFIC 
PASSENGERS LIFTED DURING FISCAL YEAR (955 
TOTAL PASSENGERS 1,652,199 


1.627, 


2 
oa 
~ 


MILITARY 
DEPENDENT 
OTHER 

TROOF 
MILITARY 
REFUGEES (FIC ONLY 
OTHER 


~- © 


1 ~ ial 
PIIDIO IW — SH Be 
>> OP ROGAES 
WAU ANOBMOT 


PFORVUNINOo 
MIT BBVOO 


WEST COAST WEST COAST EAST COAST 
CABIN TROOP 


The passenger traffic is likewise considerable. In fiscal year 1955 
we lifted a total of 1,600,000 passengers, which included military 
officers, dependents of officers and men in the Armed Forces, some 
ten-thousand-odd other people, civilian employees, civil-service status, 
contract employees. We carried some 1.4 million troops. We had 
some 220,000 refugees to carry for the Department of State, and we 
carried on a space available basis, 24,252 others. 

Notice the flow lines on the chart above showing the movement of our 
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passengers. That is a respectable number of passengers, as I am 
sure you will agree. 


CHart P7-5 


MSTS PASSENGER LIFT BY SPONSOR FY 1955 
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In fiscal 1955 the movement of passengers by months is as indicated 
on the chart above, and in the time allowed me I do not think we 
need further elaboration. 

Cuartr T1-5 
MSTS PETROLEUM TRAFFIC 
PETROLEUM LIFTED DURING FISCAL YEAR 1955 
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For petroleum in fiscal 1955 we lifted 113.8 million barrels of petroleum, 
and you will notice the flow lines on the chart above which indicate 
very clearly the worldwide character of our operation for the Depart- 
ment of Defense. 
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By months you can see there the rather stable lift of petroleum to 
all parts of the world (chart T2-5). 


Cuart R1-5 


_ MSTS SHIP REPAIRS & ALTERATIONS* 
FY 1955 


TOTAL EXPENDITURE.....$ 57,565,595 
NAVY INDUSTRIAL FUND REPAIRS $ 47600472 
NAVY INDUSTRIAL FUND ALTERATIONS $ 63805600 
APPROPRIATED FUNDS (CAPITAL. IMPROVEMENTS & MILITARY} S$ 3584523 


BY REPAIR FACILITY BY AREA 


NAVY YAROS 1%, 4a%j|MSTS MAR 
$479436 “ -¥~ $2,626.354 


95%, 
54.459.805 


We have a large number of ships and these ships must be repaired. 
Last year our repair bill was $57.5 million. (See chart above.) 

On the left-hand side of the chart you will notice that because of 
the commercial nature of my operation we gave 95 percent of our repair 
work to private yards. Only 1 percent was done in the United States 
Navy yards and 4 percent was done in 3 small maintenance and repair 
shops which we operate in New York, Seattle, and San Francisco. 

By areas, as shown on the right-hand piece of pie, you will notice 
that the west coast received 54 percent of our business, the east coast 
38 percent, the gulf coast 5 percent, and we did 3 percent of our work 
outside of the country of an emergency nature. 

The basic elements of the cost of our business, and I come now very 
proudly to this, is that we must find out what we are required to lift, 
both as to personnel and cargoes. We must know where it comes 
from and where it goes, and we measure all that against the grand 
total and the capability of our ships, so that we determine the ships 
which we require in order to make this movement (chart B1-5). 
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SCOPE OF BUSINESS FY 1955 
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OPERATING COST $422,946,376 


We then calculate the cost either of operating our own ships or the 
cost of chartering private ships, or the cost of hiring space in the 
berth lines, and we come up with the total expense. That expense 
represents our budget. 

Against that budget we must determine what we are going to charge 
our customers for this service, and so we work out a tariff schedule, 
just like the United States Lines or the Pennsylvania Railroad or the 
Greyhound Bus Co., and we so compute our tariff schedule against 
our lift requirements that we will generate enough income to offset 
our operating expenses. This is when we begin really to get into the 
commercial aspect of our affairs. 

So the budgeting staff within MSTS develops estimates of operating 
costs, approves and controls expenditures, establishes and reviews our 
tariffs, compares our estimates with costs. 

Outside of MSTS we provide our tariffs rates to shipper services so 
they know what our bill will be. We compare the budgeted cost with 
the actual, the budget lifts with actual, and provide estimates for 
appropriation requests, because after we tell the Army, N avy, and 
Air Force what we are going to bill them for the coming year’s lift, 
they use that data to go before your committee to ask for appropria- 
tions for the transportation of people and things. 





1140 


The scope of business in fiseal year 1955 showed that we generated 
an income of $424.7 million and our operating cost was $422.9 
million. 

You will see in the left-hand piece of pie the income percentagewise 
for cargo, petroleum, and passengers and on the right-hand piece of 
pie the income percentagewise from our various customers—the Army 
57.8, Navy 15.7, and the Air Force 23.4. 


Cuartr B2-5 


MSTS SUPPORT OF MERCHANT MARINE 
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The chart above is of no concern to this committee except that I 
think you should know that we recognize the value of an American 
private merchant marine, we use it widely, and this chart indicates 
our contribution to the performance of the merchant marine indi- 
cating that in fiscal year 1952, 75 percent of our income went directly 
to the support of the private maritime industry, in fiscal year 1953, 
73 percent, fiscal year 1954, 70 percent, and in fiscal year 1955 it was 
64 percent. 

I would explain that reduction percentagewise by saying that as the 
burden of our labor has reduced progressively, and as our nucleus fleet 
has remained relatively static, the contribution to the American mer- 
chant marine has leveled off. 

Mr. Wiaeieswortn, Off the record. 

(Discussion held off the record.) 

Admiral Denerrink. These are typical MSTS tariff rates (chart 
B4). I would like to have you gentlemen get the real feeling that we 
are operating a private business for the benefit of the Government, 
our cost consciousness is something I cannot exaggerate, and these 
tariff rates we endeavor to so construct that we will get our costs 
back and no more. 

Obviously these tariff rates are much less than the tariff rates which 
we would get if we operated solely in private business. 
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You will notice there, for example, passengers. To send a troop- 
class man, soldier, sailor, or airman from the Atlantic coast to Europe 
is $42.07, and from the Pacific coast .to Japan-Korea it is $48.39. 
Those are typical of the rates we charge. Daily operating costs of 
ships is something we are cognizant of. These operating costs stand 
whether the ship 1s idle at port, dock, or whether it is at sea generating 
revenue. 

Cuart B5 


AVERAGE DAILY VESSEL OPERATING COSTS 
USNS (IN SERVICE) SHIPS 
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This is one of the salient points which I have found in operating 
MSTS: We cannot afford to have our ships tied up at the dock when 
a P-2 transport costs $7,250 a day to ye for example. That is 


why our ships are kept busy on a schedule that is just as tight as if we 
were operating a commercial shipping company. (See chart above.) 

We om our monthly financial statements. We break down our 
profit and loss by categories, and these charts are only a few of the 
ones which we use to keep abreast of our affairs. 

As it is in a private business we never remain static. Conditions 
in one field will vary. Conditions in another field may stay rather 
steady, but our financial reports which we generate monthly and hold 
a monthly fiscal conference on in our headquarters and in each of our 
subordinate headquarters pinpoints the areas where we can hope to 
save money for the Government. (See chart B12-5.) 
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For example, here is the chart for fiscal year 1955 which shows the 
income and expense by the three broad categories of petroleum, 
passengers, and cargo. 

We finally ended up the year there with $1,400,000 net profit for 
the year. Obviously that is a very small measure of profit and I 
do not think that any private business concern would expect to trim 
it that tight. 

In the 3 years that we have operated under the industrial fund we 
showed a profit in fiscal 1953 of $4 million, in fiscal 1954 of $5.6 
million, and in fiscal 1955 of $1.8 million overall, but that does indi- 
cate, in my opinion, the cost consciousness and appreciation of the 
value of the dollar which we find in our organization. 

We keep charts of our assets and the fluctuations of our assets, 
such as our cash on hand, our receivables, our inventories, and our 
deferred charges. (See chart B13-—5.) 

With regard to our liabilities and our corpus we keep track of the 
fluctuations of our corpus, accruals, reserves, payables, and our 
deferred income. (See chart B14—5.) 

This indicates some of the flexibility of our affairs which shows the 
MSTS overall budget versus the actual, and it goes back to fiscal 
year 1951. (See chart B-15.) 

You will notice there that in fiscal 1951 we had 4 different budgets 
before we finally came up with an actual cost of $504.7 million; in 
fiscal year 1952 we had 3 budgets and came up with $638.8 million. 
In fiscal 1953 we had 2 budgets and our actual cost of operation. was 
$700 million, but with the war over in 1954 fiscal year we had 4 bud- 
gets, and notice how our cost goes down to $548.9 million; in fiscal 1955 
again we had 4 budgets on a declining market and we came down to 
$422.9 million. 

In fiscal 1956 our budget of $400 million has remained constant to 
date. 

Notice that our overhead budget is shown here, and this is for the 
administrative overhead of our command, in fiscal 1954 was set at 
$13.8 million, and we spent $13.3 million. 

We reduced our 1955 budget to $12.9 million and spent $12.4 
million. 

For fiscal 1956 our overhead budget is $12 million flat. (See chart 
B16-5.) 

Notice that our overall MSTS budget in fiscal 1954 was $723 million, 
and that was made out when the Korean war still was in progress. 
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Notice that our overall expenses, however, were $548.9 million. In 
fiscal 1955 we reduced our budget to $450 million and spent $422 
million. (See chart B17-—5.) 

We keep commercial reserves just as if we were in a private corpora- 
tion. We have reserves, very briefly now, for extraordinary repairs, 
accident and damage repairs, so that our budgeted sums are spread 
out over the 12 months of the fiscal year so that we do not have high 
peaks and low valleys to handle immediate problems. 

We have a status of reserve accounts for claims. We have a status 
for the inactivation of ships and for maintenance and repair. Our 
reserves for claims began in fiscal 1955 with $26 million and ended up 
fiscal 1955 with $22 million. (See charts B18—5, B19-5, and B20—5 
on pp. 1150-1152.) 
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& AGREEMENT ay 578 ; the ™HE 8 vOtAGE 


S16 9.736 
AFLOAT 


BERTH LINERS 


MILITARY CIVIL SERVICE 14.201 
5.058 + 11,953 '7,.0tl 


GRAND TOTAL... 37 273 [FEB 1956 


In any commercial business, people are the cause of the greatest 
outlay, and as of February 1, 1956, the personnel directly employed 
by MSTS totaled 17,011 while there were 14,201 additionally employed 
directly as the result of the MSTS operations, giving us a grand 
total of 31,212. (See chart above.) 

Our total MSTS personnel shown throughout the fiscal years is 
typical of how we can use a flexible organization such as MSTS to 
hire and fire to meet the changing demands. Notice that our overall 
personnel has varied from 29,000 to a current figure of 17,000. (See 
chart on p. 1154.) 

Our personnel afloat has varied from approximately 25,000 down to 
14,000 at the present time. Our personnel ashore has gone from 
4,500 down to about 3,100 at the present time. (See charts M3 and 
M4 on pp. 1155 and 1156.) 
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The reason why we have to be very much concerned with the per- 
sonnel in our organization is because of the basic annual wage scale 
which we have to pay to our people aboard ship. (See chart on p. 
1157.) 

As of January 16, 1956, these are the typical salaries that wé pay 
our civil-service crews and which also are paid to the merchant crews 
who man the ships which we charter. 

The reason we have to pay that is that by an exception to the 
General Classification Act of 1949 we must meet the prevailing mari- 
time wage scales which are agreed to by negotiation between manage- 
ment and labor, and you will notice that in addition to the rates shown, 
these personnel receive Overtime, bonuses, vacations, hospitalization, 
sick leave, quarters, and subsistence. Our crew wages and allowances 
represent 41 percent of the total ship operating expenses, and we must 
pay an average of 30 percent estimated of the base pay for overtime. 

There again one little point. Three years ago we were paying 
44 percent overtime, and by consistent review of the situation we have 
reduced the overtime down to 30 percent. 

On any scale such as this we must try and reduce—and this is the 
last chart, Mr. Chairman—our affairs down to some measure of 
efficiency and economy, so we have shown a unit cost. For cargo it 
is for moving one measurement ton a thousand miles. You will notice 
for 1952, 1953, 1954, 1955, and 1956 we have reduced that unit cost, 
without regard to increases in wages and other variables which are 
very much in evidence in my business, from $4.91 on down through 
until currently for the first 6 months of fiscal 1956 it is $4.15. (See 
chart B-3.) 

For passengers we use the unit, 1 passenger moved a thousand 
miles, and there you will see the varying unit costs over the 6 fiscal 
vears which we have enumerated. 

For petroleum we take a long ton of petroleum and move it a 
thousand miles. You will see there the unit cost over those years. 
Tn the lighter shades of the various colors you will notice the total 
lift in measurement tons of cargo, total number of passengers, and the 
total long tons of petroleum. 

Fiscal 1953 is probably our biggest year where we moved 28.7 
measurement tons of cargo, 2.6 million passengers, and 132.4 million 
barrels of petroleum. 

Mr. SuHepparp. I notice a stepdown reflected in the petroleum 
category costwise, starting up there with 1951, which is $1.65. 

Admiral DenresRInK. Yes. 

Mr. Sueprarp. And in 1956 we are down to $1.39. Yet it is 
reflected you are actually carrying less tonnage. 

Admiral Deneprink. Yes, sir. I would be less than honest if I 
did not tell you that in the next quarter in fiscal 1956 I will look 
pretty bad, sir, because I have to move over half of my petroleum in 
private American ships, and during the third quarter of fiscal 1956 
the private charter rates for private vessels skyrocketed and I am 
going to look awfully bad on the record as a result of having to pay 
more than double for the moving of over half of my cargo. 

Mr. SuHepparp. Is that due to an uncontrollable factor as far as 
vou are concerned? 
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Admiral DenreBrink. Due entirely to that as far as I am concerned. 

I would like to say in closing, and I appreciate the time you have 
given to permit this rapid review of my operation, that we are engaged 
in a worldwide operation where our ships are continually exposed to 
unpredictable risks leading to salvage operations, emergency repairs, 
and numerous other extraordinary expenses, subject to automatic 
wage adjustments for thousands of civilian and marine employees and 
must at all times be in a position to meet the widely fluctuating 
shipping requirements of the military services. Such an operation 
does not lend itself to financing by annual appropriations with 1-vear 
money and strict fiscal year planning. 

The national security is a continuing problem, and a new concept 
of financing is required with respect to continuing programs involving 
such unpredictable operating costs and capital expenditures. Without 
the revolving capital working fund, MSTS would experience definite 
handicaps both in fulfilling its mission within the national defense 
structure and in conserving its funds and capital investment. Under 
the naval industrial fund finance, MSTS may operate or inactivate 
its own ships or effect their repair, and charter private ships in accord- 
ance with actual needs and on terms dictated by prudent management, 
taking advantage of market fluctuations and commercial practices. 
It may, without hesitation, reduce its operating expenses during 
slack periods since it has assurance that, if conditions warrant, those 
expenses can be readily increased without regard to annual appro- 
priations. Not only can timely retrenchment be effected, but the 
application of the naval industrial fund cost-accounting principles 
makes possible the recognition of the areas of potential retrenchment 
more clearly and the judging of maximum possible reductions more pre- 
cisely and safely, thus stimulating a consciousness of costs on the part 
of management, with a corresponding motivation to cut costs. 

It is believed that these advantages, together with the flexibility of 
management that goes with a freedom from the limitations inherent 
in annual appropriations, must be credited with a large portion of the 
savings effected by MSTS. 


OPERATING RESERVE 


Mr. SHepparpD. What is the present status of your operating reserve, 
Admiral? 

Admiral Denesrink. We began. with the Treasury giving MSTS a 
capital fund of $100 million. It was seen that we did not need that 
much money, so we returned $15 million, and that brought it dewn 
to $85 million. 

We later on saw that we did not need that much money, and we 
reduced it by another $10 million to $75 million. 

Last vear we reduced it by $30 million more and brought it down 
to $45 million, and then we found that we had $4 million set aside 
for claims, which claims did not eventuate, so that $4 million was 
returned to the naval industrial fund, so we now have $41 million of 
our origina! $100 million in our capital working fund. 

We also have left in the capital working fund an approximate $11 
million of undivided profit, shall we say? 

Mr. SHeprarD. Only you will amputate the so-called profits? 

Admiral Denresrink. Well, it may be that they will be amputated 
this year. I hate to say it but it seems to me as though the two factors 
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are working against me—one, increased costs for moving petroleum 
in private vessels has raised my petroleum costs. Also there is a 
problem of maintaining our passenger vessels to meet strategic 
requirements. There has been a reduction in the lift of passengers 
which, as you were shown on the chart, has raised my passenger costs 
and although we have operated for 3 years in the black we may operate 
slightly in the red this year. 

Mr. Sueprparp. What is the procedure for transportation of private 
vehicles? Has that been changed? What is the modus operandi? 

Admiral DenEesprink. The private vehicles, as I pointed out, under 
the current interpretation of the statute, must be lifted in a publicly 
owned vessel. 

A bill has passed the Senate, and a completely different bill has 
passed the House. The two bills are up for conference committee 
and I would hope that the bill which passed the House would be the 
bill which is legislated into law. 

Mr. SHEPPARD. Questions, Mr. Wigglesworth? 

Mr. Wiae.teswortH. No, thank you Mr. Chairman except to ex- 
press appreciation to the Admiral for a very helpful statement. 

Mr. Suepparp. I made a trip from New York to Southampton on 
the Patch and back on the Upshur to San Francisco. If the handling 
of personnel, and I am not speaking about VIP personnel but the en- 
tire operations on board those two ships, if all other trips are com- 
parable to those I enjoyed, and | use that term advisedlyv, vou have a 
pretty efficient group of people. They handle a tremendous number 
of children’, which is extremely difficult on board ship. E uxposure of 
those children to stairs should be more or less controlled by the families 
themselves but frequently they get busy or something takes place, 
and I notice your crew people were centering their attention on that 
particular field. They watched the children as well as they could and 
did a beautiful job. 

The food was good, courtesy was outstanding. Very frankly, I had 
more courtesy extended in service categories on those ships than I have 
had on some rather expensive ships of private operations, and it was 
not centered around my table because it was expressed throughout the 
entire operation, throughout all the services on board. You have a 
wonderful grouping of people. 

We had to stop in the mid-Pacific to pick up a woman on a private 
yacht who suffered a bad fall, and the manner they got over to that 
ship, a small yacht as it was, and back to our ship, and handled that 
woman was remarkable. 

Of course, frankly we had nice weather. The whole operation was 
a very pleasing one so far as my exposure to it is concerned, and I was 
welcome at any time to any part of the ship so it was not a question of 
where it was operating under a special concept. It was routine 
procedure. 

In talking with the captains of both ships, one thing they were con- 
cerned about was making that dock on time and getting their loads on 
board to get away on time. 

Admiral Denesrink. That is right, sir. 

Mr. SuHepparp. I want to thank you very much for your presenta- 
tion. It was very concise and I assure you the committee appreciates 
your presentation. 

Admiral Denesrink. Thank you, sir. 
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Wepnespay, Marcu 21, 1956. 


NAVAL PETROLEUM RESERVES 
WITNESSES 


HON. RAYMOND H. FOGLER, ASSISTANT SECRETARY OF THE 
NAVY (MATERIAL) 

CAPT. ALBERT S. MILLER, USN, DIRECTOR, NAVAL PETROLEUM 
RESERVES 

COMDRE. E. C. SMITH, USN, DEPUTY DIRECTOR, NAVAL PETROLEUM 
RESERVES 

R. G. TRACIE, CONSULTANT ENGINEER, OFFICE OF NAVAL 
PETROLEUM RESERVES 

HOWARD C. SMITH, TECHNICAL ASSISTANT, BUREAU OF AERO- 
NAUTICS ; 


Program and financing 
<< 
1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
1. Naval petroleum reserves and related development... $3, 003,974 | $2, 726, 000 | $1, 087, 000 
2. Naval oil shale reserve__- sistas ; ui] 30, 368 |.._.__. 
3. Field administration. sl : 125, 000 125, 000 


2, 851, 000 | 1, 212, 000 


Financing: Unoblig 1 balance no longer available_..- 


Appropriation ae 2, 851, 000 | 1, 212, 000 


Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


DEPARTMENT OF THE NAVY 


Total number of permanent positions 
Average number of all employees 


£ 


Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary_- 


Personal services: 
Permanent positions dh sale ‘ ‘ . $83, 063 $71, 490 
Regular pay above 52-week base ; | 320 288 
Payment above basic rates ; : 22 

Total personal services __-.-- tik 88, 9! 72, 600 77, 500 

Travel. in ‘ > 4 5, 359 | 10, 000 10, 000 

Transportation of things as Es | 100 100 

Communication services... - bie ; " ‘ » 782 | 2, 300 2, 300 

Rents and utility services__.-- ‘apenas ‘ SRO Weeden oe iain i 

Printing and reproduction - ’ | 800 800 

Other contractual services. ‘ . heel 71, 33 2, 458, 500 
Services performed by other agencies ; 5, 81 - 

Supplies and materials... .-........-.-.-...-.---.-.----- | 2, 6 4, 300 6, 000 

Equipment . a det ae eden , 68: 6, 000 6, 900 

Taxes and assessments... ...............--..-.- 96 300 300 


Total, Department of the Navy ss 879, 727 | 2, 554, 900 1, 042, 000 


ALLOCATION TO DEPARTMENT OF THE INTERIOR 





Other contractual services 262, 800 296, 100 | 170, 000 


TORE CRRA... hd bin oe 5555 nb oe d555355 . 3, 142, 527 | 2, 851, 000 1, 212, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estims 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - -_-_- ; $3, 575, 000 
Obligated balance brought DO ia ss dictienia'ts nernbes 1, 416, 647 


Total budget authorizations available __- E mil 4,991, 647 | 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. - 
Out of prior authorizations. __- 


Total expenditures 4 
Balance no longer available: 
Unobligated _- ek 
Other 
Obligated balance carried forward 


Total expenditures and balances_. 


Mr. Suepparp. We have before us naval petroleum reserves, and 
Capt. A, 5S. Miller, United States Navy. Do you have a prepared 
statement? 

Captain Miuuer. I do. 

Mr. SuHepparp. Present it. 

Captain Minuer. Shall I read the statement? 


GENERAL STATEMENT 


Mr. SHEPPARD. Read the statement and we will not interrupt you 
until after you have finished your statement. 

Captain Miiuer. The naval petroleum and oil shale reserves were 
established by Executive orders to provide a supplemental source of 
liquid fuels for national defense in time of need. 

The act of June 4, 1920, as amended (34 U.S. C. 524), directs the 
Secretary of the Navy to explore, prospect, conserve, develop, use, 
and operate the naval petroleum reserves for naval purposes. 

The Office of the Director, Naval Petroleum and Oil Shale Reserves, 
was reestablished in 1927 as an integral part of the Office of the 
Secretary of the Navy to administer the reserves on his behalf. 

At the present time the reserves are: Naval Petroleum Reserve 
No. 1 (Elk Hills), California; Naval Petroleum Reserve No. 2 (Buena 
Vista Hills), California; Naval Petroleum Reserve No. 3 (Teapot 
Dome), Wyoming; Naval Petroleum Reserve No. 4 (Alaska); Naval 
Oil Shale Reserv es Nos. 1 and 3 in Colorado; and Naval Oil Shale 
Reserve No. 2 in Utah. 

Plans and programs with respect to these reserves are worked out 
after consultation with the Armed Services Committees of the 
Congress. 

The estimate of $1,212,000 for fiscal year 1957 compared to the 1956 
estimate for $2,851,000 represents a net decrease of $1,639,000. ‘The 
net decrease results from a decrease of $1,991,000 for Naval Petroleum 
Reserve No. 1, a decrease of $129,000 for Naval Petroleum Reserve 
No. 4, partially offset by an increase of $481,000 for exploration on 
San Nicolas Island. 

The decrease of $1,991,000 in the 1957 estimate for reserve No. 1 
is due to an anticipated unexpended balance of approximately $2 

74195—56——74 
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million of fiscal year 1956 funds obligated to the contract for operation 
of the reserve which will be carried over into fiscal year 1957. The 
carryover of $2 million is brought about by the following: At the end 
of fiscal year 1955 there was an unexpended balance of ‘$1, 974,380 of 
funds obligated for operation of reserve No. 1. That unexpended 
balance represe ‘nted savings in operations in the reserve during fiscal 
vear 1955 and prior vears. The savings were effected largely by not 
drilling 11 scheduled Stevens zone development wells and by not 
drilling 7 scheduled shallow zone remedial wells. The unexpended 
balance of $1,974,380 of 1955 funds was carried over into fiscal year 
1956 and is being used to pay the greater part of Navy’s share of c yp 
in reserve No. 1 during fiscal year 1956. As a result of this, it is 
anticipated that approximately $2 million of the $2,428,000 obieated 
to the contract in fiseal year 1956 will remain as an unexpended 
balance at the end of fiscal 1956, and will be carried over into fiscal 
1957. It is due to this anticipated carryover of $2 million into fiscal 
1957 that the fiscal 1957 estimate for reserve No. 1 has been reduced 
to $437,000. Navy’s share of costs in reserve No. 1 during fiscal year 
1957 are estimated at $2,437,000. These costs will be financed by the 
$2 million carryover, plus the $437,000 new funds being requested. 

The estimate of $1,212,000 for fiscal vear 1957 provides for: 

(1) Part of Navy’s share of cost under the unit plan contract in 
Naval Petroleum Reserve No. 

(2) Supervision of lease operations on the Government’s leased 
lands in Naval Petroleum Reserve No. 2; 

(3) Preparation of the final report on Navy’s oil exploration in 
Naval Petroleum Reserve No. 4 

(4) Petroleum exploration on San Nicolas Island, Ventura County, 
Calif.; and 

Administration of the reserves, including departmental and 
field office expenses and employment of expert consultants. 

No funds are being requested at this time for the naval oil shale 
reserves for fiscal year 1957. In event H. R. 6941, 84th Congress, Ist 
session, is enacted into law, it will be necessary to request supplemental 
funds for fiscal year 1957 for experimental oil-shale mining, retorting, 
and refining operations on the naval oil shale reserves in Colorado. 

From fiscal vear 1916 through fiscal year 1955, the total income 
from all sources from the naval petroleum reserves was approximately 
$140,243,673. During the same period, all capital and noncapital 
expenditures have aggregated approximately $119,810,414, of which 
about $47,117,606 has been spent in the Alaskan exploration program. 
The greater part of the balance has been utilized in development of the 
estimated 670 million barrels of oil reserves in Naval Petroleum 
Reserve No. 1. 

Income during fiscal year 1955 from Naval Petroleum Reserve No. 1 
was $15,027,189; from Naval Petroleum Reserve Ne. 2, $957,537; and 
from Naval Petroleum Reserve No. 3, $704. Thus a total income of 
$15,985,430 from these reserves during fiscal year 1955 was deposited 
in the United States Treasury. 

It is emphasized that the planned operations for fiscal year 1957 
will bring a large immediate return to the United States Treasury and 
that a small capital investment is being made toward greater returns 
at some future time. 

Mr. SHepparp. I have no questions on the statement. I would 
rather develop my inquiry emanating from the green sheets. 
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Mr. Wigglesworth, do you have any questions you would like 
address to the statement that has been presented? 

Mr. WigGLteswortu. Under your program for 1957 you expect to 
continue work at Petroleum Reserve No. 1 and at reserve No. 2 and 
that is all; is that right? 

Captain Mitier. That is right in regard to reserves No. 1 and 2 

Mr. Wice.teswortH. Nothing to be done at No. 3? 

Captain Mitier. No, sir; No. 3 is closed in. 

Mr. WiaeieswortnH. How about reserve No. 4? All is done there 
except for the final report? 

Captain Miuuer. That is right. 

Mr. Wig@teswortu. And you want nothing for 1 and 3 oil shale 
reserves in Colorado unless there is further legiclation? 

Captain Mituer. Yes, sir. 


PETROLEUM EXPLORATION, SAN NICOLAS ISLAND, CALIF. 


Mr. Wicetesworrn. What is item 4, “Petroleum exploration, 
San Nicolas Island, Calif.’ 

Captain Mitier. We have completed a preliminary geological sur- 
vey done for the Navy by the United States Geological Survey. 
That report has indicated favorably that we should continue our 
exploration which we have started and drill a core hole of about 
2,500 feet and if that proved favorable, then we would drill a test well. 

Mr. WicateswortH. When did you start this work? 

Captain Mitier. This was started in fiseal 1955. 

Mr. WiaeLesworrtu. Is this part of the petroleum reserves? 

Captain Minuer. No, sir; it is not. 

Mr. WicgGLesworrn. What is the authority for starting or continu- 
ing that work? 

Captain Mitier. I will ask Commander Smith to answer your 
question. 

Commander Smiru. Sir, our authority for requesting ppaeetaaey 
tions at this time lies under our regular act, 34 United States Code 524 

Mr. WiaGieswortn. Please quote the authority when you revise 
your remarks in the record. 

Commander Smiru. Yes, sir. The act of June 4, 1920, as amended 
(34 U.S. C. 524), reads in part as follows: 

The Secretary of the Navy is directed to take possession of all properties within 
the naval petroleum reserves as are or may become subject to the control and use by 
the United States for naval purposes, to explore, prospect * * * the same in his 
discretion * * *, [Italic supplied.] 

San Nicolas Island constitutes lands which have become subject to 
the control and use by the United States for naval purposes, and hence 
it is in this statute that authority is found for starting and continuing 
exploratory work on the island. 

Mr. WiaeteswortH. How much is in here for this work? 

Commander Smirx. How much is the figure, sir? 

Mr. WigGLeswortH. Yes. 

Commander Smiru. The total figure | believe is $529,000, sir. 

Mr. Wiceieswortu. For 1957? 

Captain Miuuer. Fiseal 1957, ves. 
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ESTIMATE FOR PETROLEUM RESERVES 


Mr. WiacieswortH. There are several items. How much are you 
going to have for work in petroleum reserve No. 1? 

Captain Miiier. That was broken down in the statement, sir. 
I will find it for you, sir. 

Mr. WiecLeswortH. At what page? 

Captain Miiier. On page 3, sir. Estimate for reserve No. 1 has 
been reduced to $437,000. 

Mr. WiaeLeswortuH. Plus the 2 million carryover? 

Captain Mituer. Yes, sir. 

Mr. WiaeateswortnH. You will have $2,437,000 under item 1. 

Captain Miiurr. Yes, sir. 

Mr. Wiae.teswortH. What have you in here for the lease operations 
at reserve No. 2? 

Captain Miiuer. Thirty-nine thousand. 

Mr. WieeLeswortH. And how much is the report under item 3 
going to call for? 

Captain Mriier. Eighty-two thousand for item 3. 

Mr. Wieeteswortu. How much is the item under administration 
of the reserves? 

Captain Miiier. $125,000. 

Mr. Wiaeieswortnu. I think I had better defer further questions, 
Mr. Chairman, until we get through the green sheets. 

Mr. SHepparp. Yes. Have you any particular questions, Mr. 
Ostertag, raised in the statement? 

Mr. Ostertaa. I will ask questions later. 

Mr. SHepparp. The statement is clearly a policy declaration. 


LANGUAGE CHANGE FOR EXPLORATION WORK ON SAN NICOLAS ISLAND 


What is the need for the language change you proposed on page 
3 of your justifications? 

Commander Sarru. Sir, this is thought to point out this separate 
request for $529,000 for exploration work on San Nicolas Island. 

Mr. SHeprarp. Wait a moment. Apparently you had authority 
for exploration work or assumed you did because you had forty-odd 
thousand dollars you used in that application so far. 

Commander Smiru. That is true. If you recall that was done by 
reprograming of funds for fiscal 1956. 

Mr. Suepparp. Go ahead with your explanation as to what you 
consider the need for the language. 

Commander Smita. To be explicit to the committee here and to 
set forth in the appropriation law exactly what this money is for 
because the lands on which the money will be spent, while they are 
set aside under the exclusive jurisdiction of the Navy, they are not 
a part of the naval petroleum reserves and we felt it would be helpful 
that way, sir. 

Mr. SuepparpD. The question is the necessity of the authority to do 
the proposed work in one breath and you want the language in another. 
There is an inconsistency of approach in this situation at the moment. 
What will be the effect if the language is stricken? 

Commander Smita. I do not think it will make any difference. I 
think so long as the money is in there and it is understood that the 
$529,000 is to be expended on lands set aside for naval purposes 





although such lands do not form a part of the naval petroleum reserves. 
As you know, the earlier language in past appropriations acts uses the 
words— 

for expenses necessary for exploration, prospecting, conservation, development 
use and operation of the naval petroleum reserves. 

Mr. Suepparp. I grant you that, but this is not a reserve. 

Commander Smiru. No. 

Mr. SuepparD. You have a legal interpretation apparently not 
consistent so far as the word “‘reserve”’ pertains. 

Commander SmitH. We qualify “as authorized by law” which 
could well include these lands that have been specifically set aside. 
But it is for the purpose of being explicit and distinguishing between 
naval petroleum reserves vis-a-vis lands which are set aside for the 
exclusive use and under the jurisdiction of the Navy for naval 
purposes. 

Mr. Suepparp. I grant from your statement it could well incor- 
porate the land, but the final question is: Does it? I have been 
fully appreciative of the fact that many legal interpretations can be 
taken. It depends which side of the fence you approach. It is not 
anything new as far as interpretation is concerned. 

Mr. Osrertag. Will the gentleman yield? 

Mr. SHEepparp. Yes. 

Mr. OsrertaG. On this very question, are we to understand that 
this provision is a limitation rather than an authorization? 

Mr. Suepparp. | would leave it to the gentleman to explain his 
own concept. I would not assume that responsibility. 

Commander Situ. It is our position that the appropriation au- 
thority already exists in our present law. 

Mr. Ostertaa. Why are you limiting it to that amount? 

Commander Smitu. Why are we putting in this particular language 
here? 

Mr. OstertaGc. Yes, the $529,000. It is a limitation, is it not? 

Commander Situ. Yes, sir, it is a limitation. 

Mr. Ostrertac. Why is it if you have the authorization do you 
place this limited amount in the language unless you want to limit 
the amount that can be expended for this San Nicolas Island e eso: - 
tion? 

Commander Smiru. That is certs —_ all; we want to limit it to 
that amount for this coming fiscal yes 

Mr. Osrerrtac. Is there any need ‘for this language being in here 
except to limit the amount? 

Commander Smitru. Our position is that since our former appro- 
priation laws indicated money only for naval petroleum reserves, 
that here we propose to spend money in an area which is not named 
a naval petroleum reserve, yet it is set aside for the exclusive use 
and benefit of the Navy, that we should be specific in this particular 
language, sir. 

Mr. Osrrertac. Then there is some doubt as to whether it was 
previously authorized? 

Commander Situ. No, sir, there is no doubt as to this repro- 
graming, that there was existing authority for reprograming money 
for this purpose as we did for this surface geological work that has 
been done during the last year. 
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Mr. SuepparpD. This question is repetitious, but I want this in the 
record. As I understand the picture San Nicolas Island is not part 
of the naval petroleum reserve. 

Commander Smiru. That is correct, sir. 

Mr. Sueprarp. Has the Navy done any other drilling with the 
possible exception of Alaska that has not been part of the Navy 
petroleum reserve? 

Commander Smiru. Yes, sir. 

Mr. Suupparp. Where have vou done it and under what circum- 
stances? 

Commander Smirx. In Kern County, Calif. 

Mr. SHepparp. What year, what date, and under what act? 

Commander Smiru. It was under our regular Navy Petroleum Re- 
serve Act. It was done pursuant to a special agreement entered into 
with the Standard Oil Company of California, 1945 is our nearest 
approximation. 

Mr. SHepparp. And that was not in the reserve? 

Commander Smitu. This was not in the naval petroleum reserve; 
no, sir. 

Mr. SHepparp. What money was expended on that operation? 

Mr. Traciz. I believe $280,000. 

Mr. SuepparbD. That was purely an exploratory operation? 

Mr. Traciz. It was an exploratory operation in connection with 
determining the limits of the naval petroleum reserve. 

Mr. SHepparp. We are drawing lines of demarcation between ex- 
ploration and drilling. In that instance it was exploratory? 

Mr. Tracig. Yes. 

Mr. Suepparp. You did no drilling, however, there as a drilling 
expenditure and presented a request to the Appropriation Com- 
mittee for money to accomplish drilling, did you? 

Mr. Tracie. At that time the money, I believe, was the special 
fund of the Secretary of the Navy. 

Mr. Suepparp. Irrespective of whether it was the special fund of 
the Navy, I still ask the question: Did you actually use any money 
for drilling purposes there? 

Mr. Traci. Yes, sir. 

Mr. SHepparp. How much money did you use for drilling in that 
operation as a result of the reports from the exploration expenditure? 

Mr. Tracire. We did no other drilling outside the reserve as a result 
of that expenditure. 

Mr. Suepparp. That is exactly what I thought. In other words, 
that was exploratory to the degree of determining the outside curva- 
ture of that oil deposit. It was put down as an exploratory situation 
to determine the limits of the reserve and not for actual production 
or location of oil deposits for future production. 

Mr. Tracie. In connection with the unit plan contract. 

Commander Smiru. But for the record let us make it clear it was 
not pursuant to the unit plan contract. It was pursuant to a special 
agreement and it was for the purpose of determining whether or not 
any of the Stevens Zone was located in this particular area, which was 
outside of the reserve; it was for exploratory purposes. 

Mr. SHepparD. We will accept that answer because that is the fact 
and that is what the record shows. 
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Historically the Navy has taken the position that drilling operations 
should not be started on the island even to the point of objec ting to 
the Secretary of the Interior as to the issuance of a permit for this 
purpose. Is that a correct statement or incorrect statement? 

Commander Smith. Part of that, I think, is correct and part of it 
is incorrect. 

Mr. Suepparp. Give us the part that is correct and give us the 
part that is incorrect. 

Commander Smairu. First of all, the Navy at the time it was in- 
strumental in having San Nicolas Island set aside for naval use, naval 
purposes, it was then contemplated, according to the late Hon. Charles 
Francis Adams, the then Secretary of the Navy, in writing to the 
White House back on February 16, 1933, among other purposes he 
explained that the Navy desired this island for use as a gunnery range 
He stated further that he had no information at the time regarding 
the existence of oil. However, it was his opinion that in the event 
the island was proved to contain oil it should be reserved for the even- 
tual use of the Navy. So it is clear to us, looking into this early history 
out of which this Executive order grew, which turned over the island 
to the Navy, that the Navy clearly intended to convert this island 
to a naval petroleum reserve in the event the presence of oil thereia 
was indicated. 

Now, then, during the vears the use that has been made of that 
island has been as a gunnery range and in more recent years as a guided 
missile test range growing out of “the Point Mugu guided missile center. 

Mr. Suepparp, That operation was started as rof when? 

Commander Sairu. I am not certain. 

Mr. Smiru. 1947. 

Commander Sairu. The type of work that the guided missile oper- 
ation envisages is a highly classified type of operation. The Navy, of 
course, from that standpoint as well as from the standpoint of oil 
potential would object and has objected and has so informed the See- 
retary of the Interior when at various times he has had applications 
from various people who desired to lease the island. We have con- 
sistently resisted such applications and so advised the Secretary of the 
Interior. 

Therefore, Mr. Chairman, in that respect the statement is entirely 
true. 

Mr. Suepparp. In other words, under date of January 30, 1953, | 
quote the second paragraph of a communication to the Secretary of the 
Interior from the Navy, third and closing paragraph: 

I regret that the nature of the operations carried on by the Navy on San Nicolas 
Island precludes the establishment of any conditions by which commercial opera 
tions could be permitted on the island at this time or in the foreseeable future 
Accordingly, in my opinion, it would not be to the interest of the Government to 
execute leases for drilling purposes until such time as that situation has changed. 
It appears that the interests of the prospective lessees could be protected in the 


meantime by maintaining their applications in a status which would preserve 
their ultimate priority. 


Signed by John F. Floberg, Acting Secretary of the Navy. 

What changes have been made in your Navy plans for the use of 
this island that make it proper for drilling at this time / 

Captain Miter. We must differentiate between what commercial 
activities do and what the Navy is planning on domg at the present 


time. 
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Mr. SHepparp. All right. 

Captain Miuuer. If the commercial activity went in there, explored 
for and found oil, that would lead to ultimate development and 
exploitation, which would then defeat the purpose for which that 
island has been set aside. 

With the Navy going in we do not propose to exploit. We merely 
will go in on a modest scale, drill a test or core hole and then a test 
well. If we find oil we stop, we know we have it and we can cease 
activities unless directed to develop it by Congress. In which case 
even so we would develop, but not produce. And those activities 
would not interfere with the primary purpose for which that island is 
set aside. That is what causes the difference which you mentioned 
there. 

Mr. Suepparp. In other words, your approach to this situation 
now is predicated upon the fact that all you want to do is determine 
if there is oil there—period. Is that right? 

Captain Miuuer. Yes, sir. 

Mr. Suepparp. Just how much information did you get from the 
Department that made your preliminary survey that would indicate 
your justification that oil is there? When you are giving us this 
information please keep in’ mind the presentations you made about 
Alaska. Let us not get afield here by assumption. I do not think 
the committee will hold still for much of that. 


RESULTS OF GEOLOGICAL SURVEY ON SAN NICHOLAS ISLAND 


Captain Mitier. The Geological Survey commenced this survey 


in 1955, fiscal 1955, and continued into fiscal 1956. That is, up until 
September 1955. Their preliminary administrative report indicates 
as a result of their survey that conditions are favorable for the presence 
of oil and they therefore recommend that this test core hole should be 
drilled and, if the results of that drilling of that core hole are favorable, 
we should continue drilling of a test well. 

Mr. SuHepparpd. Do you have any first-hand knowledge as to the 
type of investigation they made to justify their comments that you 
have just read? 

Captain Miuuer. Yes, sir; I have their report which I would prefer 
not to make public at this time, which is rather a long report on the 
geological structure and all the evidence they have uncovered. 

Mr. Suepparp. We are confronted again with another security 
issue apparently, and this is all right if that is your attitude. What 
would be your objection to filing the information with the clerk of the 
committee for information of the committee and not have it become a 
part of the record? 

Captain Mituter. That would be fine. We will be glad to give you 
this report with the request that it not be printed. 

Mr. Suepparp. It is not to go in the record, purely for the informa- 
tion of the committee. 

Captain Minter. We have with us a member of the Bureau of 
Aeronautics organization who can give you information regarding San 
Nicolas operations, if you so desire. 

Mr. Suepparp. The situation I am going to inquire into is appar- 
ently caused by two basic reasons. One is you would like to know 
what there is available by putting a hole in the ground to determine 
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it, then you must have other reasons as to why you want it exclusive 
in the Navy category at this time instead of having it handled by 
private interests, as such. 

The committee is confronted consistently with recommendations 
from the Office of the Secretary of Defense for segregation against so- 
called Government being in private business. You are familiar with 
that. This approach to the situation, to say the least, is diametrically 
opposed to policy statements publicized ‘and expressed before the 
Congress in many hearings. 

To the degree that the final decision becomes a prominent factor 
in here, of course, is a matter again for the policy people to determine 
After they once determine, it is up to the Members of Congress, as a 
whole, as to whether they accept it or not. 


SECURITY ASPECT OF THE OPERATION 


How much of a security aspect is involved in the determination 
that you presently have reached for the purpose of going into the 
operation which we are presently discussing? 

Captain Miuuer. I am not sure I understand the question. 

Mr. SHepparD. How much of a security aspect is involved in here 
to the exclusion of private business as against that of the Navy 
operation? 

Captain Mruuer. In all our operations thus far, we have had to 
obtain security clearances up to and including secret for all people 
going on the island because of the classified nature of the work thereon 

Mr. SHepparp. You do that in various and sundry other contractual 
operations in the entire naval functions, do you not? 

Captain Miiuer. Yes, sir; but I merely stated that to tell you how 
much clearance is required for people going on the island. 

Commander Sait. To us, sir, the security interests out there are 
the dominant interests, certainly, at this time with the activities of 
the Bureau of Aeronautics. 

Mr. SuepparD. That is what I am inquiring into. If you have a 
witness from the Bureau who wishes to pick up that subject for in- 
formation of the committee I would be glad to have him say whatever 
he wishes. Confine your answer to only one thing, the security aspect. 

Mr. Smiru. I am Howard C. Smith. I am working as technical 
assistant in Admiral Schoech’s office. He is in charge of research 
and development for Bureau of Aeronautics. 

As we see this problem of security, for what we understand he wishes 
to do on the island, it would be conducted in the same w ay as any of 
our—— 

Mr. SHepparp. Just a moment. Are you operating on the island? 
Does the Air Force operate there? 

Mr. Smiru. The Air Force has a unit on the island, yes, sir. 

Mr. Suepparp. All right. If you will just confine yourself strictly 
to the security aspect. Please define for us the security requirements 
on that island under present operations to which you can and will 
address yourself. 

Mr. Smiru. The security requirements are that they must meet the 
confidential classification of security, any person working there. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 





Mr. SHerparp. What are you doing on the island that places it 
within the category of a confidential operation? 

Mr. Situ. For fiscal 1956, we plan to run missile firings, 

(Discussion off the record.) 

Mr. SHerparD. Do those firing operations in any manner become 
compatible with the firing operations that take place at Inyokern 
and are they any different from the functions that emanate from 
Point Mugu? 

Mr. Smiru. Yes. 

Mr. Suepparp. They are different completely, are they? 

Mr. Suitru. No. 

Mr. Suepparp. In other words, they fall within the same security 
category that these other two operations would fall insofar as security 
prevails. Is that correct, or incorrect? 

Mr. Surirx. That is correct. 

Mr. SHepparp. You permit the public at Inyokern; do you not? 

Mr. Smiru. Yes, sir. 

Mr. SHepparp. Even when you are firing missiles? 

Mr. Smirx. Within Inyokern, however, there are restricted areas. 

Mr. SHepparp. That is true; but the areas, so far as the restric- 
tions are concerned at the time of firing, are wholly and solely predi- 
cated upon the preservation of the body, not that of observation. In 
fact, we have had the public invited out there to observe those firings 
on numerous occasions in the past. We have also had the public 
present at the operations at Point Mugu on various occasions. I will 
admit the public is excluded from seeing the records on things of that 
character and they are kept entirely within the security field. What 
[ am trying to define here, if possible, is why the particular operation 
on San Nicolas Island, from the security point of view, is any more 
classified than it would be at Inyokern or at Point Mugu. If there is 
an extremity here over and above the operations there, that is, of 
course, a feature; but, at the moment, vou have not expressed it as 
being such. 

Are you familiar with the operations at Inyokern? 

Mr. Smiru. That is the Bureau of Ordnance. 

Mr. SHepparpb. I know; but it has to do with your functions and 
it is a highly classified area. 

Mr. Sir. | am familiar with the operations. 

Mr. SHepparbD. Knowing the two operations, then, and being 
familiar with them, is there any line of demarcation by and between 
the operation on San Nicolas Island as it is now and as contemplated 
in 1956 and those that pertain at Invokern? 

Mr. Smiru. The difference at San Nicholas Island is that the 
island is a fenced-in security area. We use the entire island; whereas 
at Point Mugu the firing areas are security entities aside from the 
rest of the base. 

Mr. SHepparpD. That operation is air-to-air and land-to-land out 
there. The operations you are presently conducting in the guided 
missiles function on San Nicholas Island are of what character— 
air-to-air, land-to-air, sea-to-land, or what? 

Mr. Smirx. Predominantly they are air-to-air at the present time. 

Mr. SuHepparp. And the air-to-air firing, I understand, takes place 
at a considerable mileage distance from the island; is that correct or 
incorrect? 

Mr. Situ. That is correct. 
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Mr. Suxprarp. So actually the exclusion requirement is confined to 
the record concept more than it is to exposure to the actual firing; is 
it not? 

Mr. Smiru. That is correct, because it would limit our air-to-air 
work, Another missile coming in in the area of ground-to-air would 
present a different problem; particularly the IRBM. 

Mr. SHeprarp. What are the square miles of San Nicolas Island? 

Mr. Smirn. It is 14,000 acres, roughly 20 square miles. 

Mr. SHepparpD. Does anybody here have a map of San Nicolas 
inet, 

Mr. Smiru. Yes, sir. 

(Sise ussion off the record.) 

Mr. SHepparp. What acreage do you contemplate you are going 
to apply to this test? 

Captain Miuurr. I would say not more than probably 5 or 10 
acres in that area. 

Mr. SHepparD. What additional personnel would your projected 
activity require, just operating within the project that vou presently 
propose? 

Captain Miuier. The drilling of the core hole and the test well 
would require contract drilling. 

Mr. SHepparp. In other words, then, what you are going to do, if 
you are supplied with funds to accomplish this project you are pre- 
senting, is to contract out to civilians to drill the hole? 

Captain Miuuer. Yes, sir. And those civilians would all be 
cleared first. 

Mr. Suepparp. That is not a particular qualification as far as I can 
see it. You have many operations today within the military require- 
ments where you have to screen people for various and sundry things 
for security purposes. 

In other words, now we are getting right back to what I think is the 
crux of this situation.’ Premised upon the security aspect as such, that 
is not such a tremendous impact upon this requirement as [| originally 
thought; because vou are going te have to have nonmilitary personnel 
out there under military control that are screened for security pur- 
poses. 

Captain Mixtuer. Yes, sir. 

Mr. SHEPPARD. You go out in public life and X contractor is going 
to build a specific laboratory. I will use Convair Station as an 
example. In order that they have adequate security there, the 
military expended a large sum of money for the purpose of scrutinizing 
every individual concerned with the contract, both of the firm con- 
tractor and the officials in charge of the responsibility of the continuity 
of that security. 

So if you can apply security in one phase of your operation, why 
cannot you apply it to another? It is just a question. Is it not 
feasible, practical and being done? Is that right, or wrong? 

Commander Smita. For instance, the geologists we sent out there 
to do the surface job, actually we had to make certain the vy had proper 
security clearance. We would anticipate to do the same thing with 
any drilling contractors that would come out there to do the “work. 

Mr. SHepparp. Do not you think in making your presentation, 
whether good, bad or indifferent, that figuratively speaking to hang 
your hat on the security aspect is a little bit peculiar? 

Commander Smitu. No, Mr. Sheppard, I don’t. 
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Mr. Suepparp. It is a routine procedure with operations all over 
the United States to screen nonmilitary personnel; that is not par- 
ticularly applicable to this particular place. 


QUESTION AS TO EFNTEREST OF PRIVATE COMPANY IN EXPLORATION ON 
SAN NICOLAS ISLAND 


Commander Smrru. Our reason for going out there and looking for 
oil is — to the strategic location of any oil we might find. That is 
the reason we want to go to San Nicolas Island. And as against 
ecbsery doing it for us, I have yet to see a commercial oil company 
that is willing to go out, find an oilfield and shut it in and save it for 
our use in time of emergency. That is in conjunction with con- 
gressional policy. 

Mr. SuHepparp. Maybe I am wrong, but I think we have had 
operations at Elk Hills where industry. went out and put down wells 
and then had to shut them off until such time as we had need for them. 
In order to effectuate that, we entered into a contract for such purpose 
on the premise that they had to operate within the framework of the 
requirements laid down in the contract; is not that right? 

Captain Mitier. Yes. 

Mr. Suepparp. So, insofar as the private business aspect is con- 
cerned, with this oil, obviously if you bring it in, the general status 
is pretty much the same thing. 

Commander Surrx. Except this, sir, that in the unit plan contract 
at Elk Hills with the Standard Oil Co. we paid a consideration in 
order to acquire control over their production. I do not know if 
a. oil company would like to do that. 

Mr. Suepparp. How far have you examined into the field as to the 
availability of the so-called private businessman? 

Captain Mitier. The point that Commander Smith makes is the 
fact that we can go in and find oil and not develop; but private industry 
will not go in and find it and not develop. 

Mr. SuHepparD. How sure are you of that? 

Captain Miiuer. I have been working with Standard Oil Co. of 
California. 

Mr. SHepparD. Well, there are lots of oil people besides Standard 
Oil of California. 

Commander Smitu. We just do not know any stockholders of any 
commercial firm who would be willing to enter into that kind of an 
arrangement. 

Mr. SHepparp. I presume you would not know of any stockholders, 
because ordinarily the stockholders do not know what the company is 
doing anyhow until they get the report; but I am quite interested in 
knowing whether you have explored that field to find out. There 
might be such a thing; I do not know that there is; but we have people 
today that are in an evaluating status of oil for tomorrow, as well as 
we are, and I am wondering whether you gentlemen have explored 
that field. Other than an assumption, have you actually had any 
conversation with anybody who has to do with this common interest, 
to know whether they are interested? 

Commander Smiru. No, sir, we have not. The reason we have not 
is that the island is wholly owned United States Government land. 
That was one of the virtues of San Nicolas Island, that in the event 





we were successful enough to find oil there, we would be spared enter- 
ing into a unit plan contract and not have to go into offset drilling to 
protect the land from drainage, and so forth. We just do not know 
know how we could conceivably invite a commercial company to 
come in there and discover oil for us, when we have the facilities of 
the Government ourselves to do it. They would expect some mone) 
for it, too. 

Mr. Suepparp. Well there is the possibility you won’t always be 
on San Nicolas Island. 

Commander Smiru. That is true. 

Captain MILLER. What we plan on doing, if we find oil, is then to 
set it aside as a naval reserve. That is the plan for the future. 


DECLARATIONS OF OIL RESERVES PREDICATED UPON DEVELOPMENT 


Mr. Suerparp. I wonder if you can tell from your experience if we 
always have had declarations of oil reserves predicated upon develop- 
ment? 

Captain Miuuer. Yes, sir. 

Mr. SHepparp. Or have we had declarations of oil reserves wherein 
development has not as yet determined there is oil? 

Captain Miniter. The only way you can determine how much oil 
is in the ground is to develop and drill and get the lines of produc- 
tivity, and then vou know how much you have. You can only make 
a guess. We have no way of knowing if there is any oil in fact on 
San Nicolas Island. 

Mr. Suepparp. That was also true of Elk Hills, because you did 
not seek to determine whether there was any oil for a good many 
vears after it was declared as a reserve. 

Captain Mixtisr. That is right. 

Mr. Suerparp. And that is a feasible procedure in this operation. 

Captain Mituer. Yes, sir. 

Mr. Suepparp. How long would it take to have a declaration 
declaring San Nicolas Island as a reserve? 

Commander Smiru. It would be just the matter of having a Presi- 
dential Executive order issued. 

Mr, SHEPPARD. Which is very easy, is it not? 

Commander Sir. Yes, sir; it could be done very easily. The 
only thing we are interested in now is finding a field of the order of 
magnitude of 100 million barrels, or better. In the event we do not 
find it in this field, then the island is not worth too much as a petro- 
leum reserve and hence shoul: be leased out for private development. 

Mr. SHepparp. | think undoubtedly from your point of view 
you are approaching it with reasonable logic, and I have no quarrel 
with you; but there are lots of ramifications connected with this kind 
of operation, as you well know. Because of the expediency with which 
a declaration could emanate from the President of the United States, 
it pretty definitely indicated to me that somebody should look into 
that phase of the problem. 

Captain MiLuer. Put it this way: This is a project which aims to 
evaluate land now under naval jurisdiction. The present position of 
the Government prohibits the entry of private enterprise. 

Mr. SuepparD. That is true. 





Captain Miuuer. Therefore we are trying to go ahead because we 
can do it, while private enterprise cannot. Now if we should discover 
oil is there, as you are well aware, when you have leased proven 
ground, you get a higher royalty than you do for unproven ground. 


POTENTIAL LEGAL PROBLEMS ATTACHED TO THE SAN NICOLAS ISLAND 
PROJECT 


Mr. SHepparb. There is another aspect that enters into this and 
this has a different anchor line, as it were. In the State of California, 
there have been recent declarations relative to drilling X miles from 
shore. You are pretty conversant with that in its potentialities; so 
obviously emanting from my comments, what whipstocking do you 
contemplate doing if you do go into development there? 

Captain Mruuter. That would have to depend on the limitations 
of the oil reservoir. I cannot say. 

Mr. SHepparpD. In other words you are in the position at this time, 
perhpas justly, that you would not want to try to make any declara- 
tions on this record as to the length of the space; to wit, 100 yards, 
1,000 yards, 1 mile, 3 miles, or what not; that you would extend your 
process of whipstocking to the degree you could extend it. You would 
not want at this time to put on the record any definition of the amount 
of space? 

Captain Miiuer. Not at the moment. 

Commander SmirH. You mean in terms of drilling under submerged 
land? 

Mr. SHepparp. That is what all whipstocking has to do with. 

Captain Mituer. Under the Outer Continental Shelves Land Act, 
any land which has been set aside by the Department of Defense for 
the purpose of defense is not subject to leasing, which J believe has been 
a subject of controversy recently. 

Mr. SHepparp. Land set aside is correct. Now what happens 
when you exceed the boundary line of that set aside, which obviously 
you are going to do if you whipstock on San Nicolas Island, where 
you do exceed? 

Commander Sairu. Here is the thing we would like to get into the 
record, is the matter of the legal regime we would proceed under in the 
event oil is discovered on the island. Any legal controversy would 
no doubt come from the interest of the State government and the 
county government. First, this particular island is located some 68 
miles off of the continental limits of the coast of California. Now, 
then, I am not aware that the line drawn between the lands that were 
quitclaimed to the State of California under the Submerged Land Act 
included this land; but in the event they do, this is a wholly owned 
Federal island and it is academic law that each island has its own belt 
of territorial waters. And consistent with the Truman Proclamation 
of 1945, the Continental Shelf of that particular island would likewise 
appertain to the island and to the United States Government perforce. 
No doubt we could expect litigation someday. 

(Discussion off the record.) 

Mr. Smira. Insofar as the Bureau of Aeronautics is concerned, we 
find that this exploration for oil is compatible with our present opera- 
tions; that we do not look forward to the day when there is any pro- 
duction and at the same time any provision for production of oil as 
being compatible with the operations we have planned. 
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Mr. Suepparp. If you are not going to have production, why are 
you messing around with it? 

Captain Miuier. We are going to try to find it and if and when 
it is required, then we will have the production, because that issue 
then may be paramount over and above this. 

Mr. Smitu. What I am saying is that we have a $55 million installa- 
tion already here, predicated on the use of San Nicolas Island for test 
evaluation of guided missiles. 

Mr. SHepparp. Well, you have a tremendous problem involved 
here insofar as defining or at the moment being able to give the com- 
mittee a definite legal concept as to what we may be getting into. 
In other words, this very frankly is an approach to me of another 
legal problem. You have a lot of legal situations here, as I interpret 
the issue. Now we have with us Secretary Fogler. 

Mr. Secretary, what have you had to do with the examination of this 
function? I have great admiration and respect for your analytical 
abilities. Will you tell us what you know about this? 

Mr. Foauer. As to San Nicolas Island specifically, my only ex- 
perience was that which I learned from an inquiry coming to the office 
from a commercial organization as to the possibility of drilling on the 
island, and a letter was prepared for me advising that this island was 
a petroleum reserve and I received a very well put together and court- 
eous letter advising me that was not true. 

That is about the extent of my knowledge. 

Mr. Suepparp. In other words, this proble m has not been presented 
to you upon the premise of a potential controversy to the degree that 
you, up to the moment, have felt justified in having a pretty thorough 
examination made of the issue? 

Mr. Foeurr. Thatisright. In fact, I did not have personal knowl- 
edge of this. 

Mr. SHerpparp. As the situation has presently revealed itself this 
afternoon to me as the chairman of the committee, it presents a lot of 
intricate legal concepts, definitions, and so forth. I am not talking 
hypothetically; 1 am talking about those presently established under 
the recent situation to which the gentleman referred about the alloca- 
tion of offshore attributes of the State of California and other legal 
matters raised here today. 

Do not you think under the circumstances at this time that it 
would be proper for you to have a look-see at this matter? 

Mr. Focurr. I think it would be very proper, and I think you 
might be interested in knowing that representatives of my office 
and I have reference to the Office of Chief of Naval Operations—are 
right now in the gulf area with representatives from the Department 
of the Interior to see if we can get some common knowledge as to the 
utilization of the waters and areas over the waters that wil not be in 
conflict with the possibility of drilling operations. Because, as you 
know, we have many areas in the coastal States in this country which 
are to some extent preempted for underwater work and overwater 
military work; we also have, as you well know, somewhere no one 
knows how much riches there are in this Continental Shelf. Some 
of this is being developed in the gulf and because of that development 
I felt that we, in the Department of the Navy, and with the Depart- 
ment of Interior, should begin to get information so that possibly 
we could find a common ground. And of course that would apply to 
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States in the entire area for the carrying out of the best interests of 
that section of the Nation that the Navy defends and at the same time 
not depriving a State or the total United States from valuable mineral 
oil wells, 

So I agree completely that it would be something we should look 
into. 

Mr. Suepparp. How long do you think it would take you to make 
a reasonably rapid survey of the involvement here and ‘get a report 
back? I know I am asking a difficult question, but there would be a 
certain reasonable time element involved because of the ee, 
How long do you think that would take? 

Mr. Foairer. I would have to some extent to guess estimate. 
Thirty to sixty days. We can get something within 2 or 3 days; we 
can get more within a week. 

Mr. SHeprarpD. There is a lot involved here and I am frank to tell 
vou personally that I would prefer to have you come back with a rather 
firm recommendation either for or against, whichever would be indi- 
cated was necessary. 

That is all for the moment, so far as I am concerned, on this issue. 


JUSTIFICATION OF THE ESTIMATES 


We will insert pages 4, 5, and 6 of the justifications in the record at 
this point. 
(The matter referred to is as follows:) 


Summary of obligations by budget activity 


Increase 
Fiscal year | Fiscal year | Fiscal year | (+) or de- 
No. Budget activity 1955 1956 1957 crease (—), 


(actual) (estimated) | (estimated) difference 
(1957-56) 








1 | Naval petroleum reserves and related 
| development. -- me ¢G eres ee eee se $3, 003, 974 $2, 726, 000 $1, 087, 000 ~$1, 639, 000 
2 | Naval oil shale reserves..........------- I i ee Be 
3 | Field administration. _-22-222722222227- 108,185 | "125, 000 125, 000 |--==2272727T7 
Total obligations payable from 
appropriated funds_-_........--- 3, 142, 527 2, 851, 000 1, 212, 000 —1, 639, 000 
| 











COMPARISON BETWEEN FISCAL YEAR 1956 AND FISCAL YEAR 1957 
BUDGET ACTIVITY ESTIMATES 


Budget activity No. 1—Naval petroleum reserves and related development.—The 
net decrease of $1,639,000 results from a decrease of $1,991,000 for operations in 
Naval Petroleum Reserve No. 1 due to the use of savings from prior years’ funds 
to cover the greater part of costs of operations in fiscal year 1957; a decrease of 
$129,000. in the project of preparing and publishing the final report on Navy’s oil 
exploration in Naval Petroleum Reserve No. 4; partially offset by an increase of 
$481,000 for operations on San Nicolas Island due to funds required for drilling 
1 core ‘hole and 1 test well. 

Budget activity No. 2—Naval oil-shale reserves.—No funds are being requested for 
this activity. The program for the evaluation of the oil-shale potential of Naval 
Oil Shale Reserve No. 2, in Utah, was completed in fiseal year 1955. 

Budget activity No. 3—Field administration.—The estimate for this activity for 
fiscal year 1957 remains the same as in fiscal year 1956. 
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Financial statement 


Petroleum Petroleum Petroleum Oil-shale 
Reserves Reserve Reserve reserves, Total 
| Nos. l and 2, No. 3, No. 4, Colorado vem 
| California Wyoming Alaska and Utah 
Fiscal year 1955: 
Income... -... | $15, 984, 726 $704 $15, 985, 430 
Expenditures... .-.._- 1, 978, 754 |__- $203, 017 $30, 368 2, 212, 139 
MNEs es sin - 5 paces ....| 14,005, 972 | 704 bai 13, 773, 291 
Inception to June 30, 1955: ad aicanten ¥ ea 
Income. ___.--- _-----| 134,140, 322 6, 103, 351 a 140, 243, 673 
Expenditures. ..--| } 71,369,287 | 1, 105, 153 47, 117, 606 218, 368 119, 810, 414 
Profit. ....... ccncacsel QTL eee 4, 998, 198 |. . 20, 433, 259 


‘Includes $69,085, 947 expended under the unit plan contract, Naval Petroleum Reserve No. 1. 
(Discussion off the record.) 
UNEXPENDED BALANCE 


Mr. WigGLeswortu. | wish you would look at page N-23-4 of the 
green sheets, where it appears that in terms of appropriation you are 
requesting $1.6 million less than in the current fiscal year, that in 
terms of availability, you are expecting to have $1.6 million less than 
in the current year and, that in terms of expenditures, you are going 
to have a decrease of $300,000 compared to the current fiscal year. 

You state that the estimate of $1,212,000 for fiscal year 1957, 
compared to the 1956 estimate of $2,851,000, represents a net de- 
crease of $1,639,000, partially offset by an increase of $481,000 for 
exploration on San Nicolas Island and, further, that the decrease of 
$1,991,000 in the 1957 estimate for reserve No. 1 is due to an antici- 
pated unexpended balance of approximately $2 million of fiscal year 
1956 funds. 

Where is that $2 million unexpended balance reflected? Is that in 
the item of $2,462,033 on line 2 of the table? 

Mr. Tracigz. That is right; in the 1957 column. 

Mr. WiceieswortH. But that is not very different from the bal- 
ance you carried over into the current fiscal year. 

Mr. Tracie. It is exactly the same. It is not anchored to the prior 
fiscal year and we did not reduce our request for funds in 1956, which 
vainabiy we should have done rather than in 1957. The estimate of 
$2,851,000 was the entire amount we anticipated we would use in 1956, 
with essentially the same carryover into 1957 as we had into 1956. 
Now we anticipate using the carryover funds and getting it off the 
books, you might say. 

Mr. WieGLteswortH. With a reduction in expenditures contem- 
plated of only $300,000. 

Mr. Tracie. That is right. 


OBLIGATED BALANCE CARRIED FORWARD 


Mr. WiGGLEswortH. On that basis, you expect to have an obligated 
balance carried forward into 1958 of $1,174,033? 

Mr. Tracie. It might be; yes. 

Mr. WiaeLeswortH. Well that is what your estimate is? 


74195—56——75 
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Mr. Tracie. That is what it says here; yes. 

Mr. Wiaeiesworrn. And what will that represent? 

Mr. Tracie. That will represent unpaid bills principally at the end 
of the fiscal year. 

Mr. WiacLteswortnH. What kind of bills? 

Mr. Tracie. Principally under the unit plan contract on petroleum 
reserve No. 1. 

Mr. WiaGLesworrnH. Your total estimated expenditure is only $2.5 
million, and the balance you expect to carry forward is almost 50 
percent of that. 

I wish you would furnish for the record, when you revise your 
remarks, a breakdown of the $1,174,033 that you expect to have 
obligated and carry forward into 1958. 

Mr. Traciz. Yes, sir. 

(The information referred to follows:) 

The $1,174,033 obligated balance to be carried forward to 1958 represents 


obligations which will be incurred during the last quarter of fiscal year 1957 but 

which will be paid during fiscal year 1958, as follows: 

Naval Petroleum Reserve No. 1____-- a $709, 000 

Test well on San Nicolas Island 

Budget activity No. 3, including Office of Director, Inspection, and 
Employment of Expert Consultants : 15, 033 


1, 174, 033 


APPROPRIATION REQUEST FOR 1957 


Mr. Wicciteswortu. What did you have in the current year for 
Petroleum Reserve No. 2? 

Mr. Tractiz. I believe $39,000. 

Mr. WicGLeswortH. The same amount as for 1956. 

Mr. Tractz. Yes, sir. 

Mr. WieeLeswortu. And how much did you have for reserve No. 
4? 

Mr. Tracie. For No. 4 we had $211,000 in 1956, but $82,000 in 
1957. 

Mr. Wieetesworts. And how much did you have for San Nicolas 
Island? 

Mr. Tracie. We had no money appropriated for San Nicolas 
Island. 

Mr. WieeLteswortu. Then the item should reflect an increase of 
$529,000 rather than $481,000? 

Captain Mriuuer. It was not appropriated for 1956 money; it was 
reprogramed in 1956. 

Mr. WiceLteswortu. How much? 

Captain Minuer. $48,000. That is the difference between the 
$529,000 and the $481,000. 

Mr. Wiceieswortn. And for reserve No. 1, you will have 
$2,437,000 available this year on the basis of your presentation; is 
that right? 

Mr. Traciz. That is right. 

Mr. WiacieswortH. And what did you have for that this year? 

Mr. Tracie. That is against $2,428,000 in the previous year, 1956, 
and against $437,000 in 1957. 

Mr. WiaceLteswortH. You really are going to have more money 
for reserve No. 1 rather than less? 
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Mr. Tracte. Slightly more. 

Mr. WicGLEswortH. Your presentation suggested to me that there 
was a large decrease there. 

Coprain Miuuer. It will be $9,000 more operating funds in fiscal 
1957. 

Mr. WicGLEswortH. You suggest it may be necessary in the event 
that H. R. 6941, of the 84th Congress, Ist session, is enacted into 
law, to request supplemental funds. What is that bill? 

Commander SmitrH. That bill is to transfer over from the Bureau 
of Mines of the Department of the Interior to the administration of 
the Navy the oil shale retort plant located on the Naval Oil Shale 
are No. 1 near Rifle, Colo. That is what that bill would propose 
to do. 

As you know, under present law, we are not permitted to exploit 
or to explore, experiment, or develop or prospect in the oil shale 
reserves, and this H. R. 6941 would accomplish in the event it is 
passed. 

(Discussion off the record.) 


Nava. PetrroLEuM RESERVES AND RELATED DEVELOPMENT 


Bupcet Activity No. 1.—Naval petroleum reserves and related development 


Increase (+) 

Project Fiscal year | Fiscal year | Fiseal year | or decrease 
| 1955 1956 1957 (—), differ- 

} | ence (1957-56 


| | | 
Naval Petroleum Reserve No. 1 | $2,740,000 | $2, 428, 000 | $437, 000 | 
Naval Petroleum Reserve No. 2._------! 38, 050 | 39, 000 | 39, 000 |. 
Naval Petroleum Reserve No. 4-...-.-- 202, 864 | 211, 000 | 82, 000 | 
Related development. .__.......--..---- 23, 060 48, 000 | 529, 000 


—$1, 991, 000 


—129, 000 
+481, 000 


3,003,974 | 2, 726, 000 | 1, 087,000 | —1, 639, 000 
| 


Total obligations payable from 
appropriated funds. ane 


Mr. SHEPPARD. Pick up budget activity No. 1, ‘‘Naval Petroleum 
Reserves and Related Development,”’ reflected on page 7 of the justi- 
fications. The appropriation reflected in this table for 1955 is 
$3,003,974; the estimate for 1956 is $2,726,000, and the 1957 estimate 
is $1,087,000. This reflects a minus of $1,639,000. 

How did you arrive at this and what is the result of the differential 
reflected in your minus figure? 

Mr. Tracize. That net decrease of $1,639,000 is reflected in the 
decrease of $1,991,000 in the operation for Naval Reserve No. 1 and 
is due to the use of savings from prior fiscal year funds to cover the 
greater part of the cost for fiscal year 1957. The decrease of $129,000 
is the cost of preparing and publishing the final report on the Navy’s 
oil explorations in Reserve No. 4, partially offset by an increase of 
$481,000 for the operation of San Nicolas Island due to the funds 
required for drilling one test well. 

Mr. WiacieswortH. Will this report be completed this year? 
Will this money finish the job? 

Mr. Tracie. Oh, yes, on No. 4. 

Captain Mitier. This money should finish the report on Naval 
Reserve No. 4. 

74195—56——76 
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Fietp ADMINISTRATION 


BupcGet Aciiviry No. 3—Field administration 
: th ed Nae “ 


| Plus or 


| 
| | m= Ss | , 
oe : | Fiscal year | Fiscal year | Fiscal year | minus, 
No. Project | 1955 | 1956 =| =: 1957s} difference 
| (1957-56) 
ct i a heed | it 
3A | Office of the Director. .._..-..--..-.___. $25, 298 | $40,000 | $40,000 |... 
3B Inspection... ..-.-. ieekieltneepbdakaweds | 63, 296 65, 000 OE Beds oot b> - 
3C | Employment of expert consultants - --__| 19, 591 20, 000 ys tameaepane te 2 
16 rr tet 
Total obligations payable from | 
| 000} 128,000 22s. 
| 





appropriated funds-___.._....__- { 108, 185 125, 





Mr. SHerparp. Pick up next budget activity No. 3, ‘Field admin- 
istration,’’ reflected on page 13 of the justifications. 

Mr. SuHepparpD. I note your actual appropriation in 1955 was 
$108,185; your 1956 estimate was $125,000, and your estimate for 
fiscal 1957 is the same, $125,000. 

What are you going to do with the $125,000 if you receive it? 

Mr. Tracig. $25,000 of that $40,000 is for salaries, $54,000 of the 
$65,000 for inspection is also for salaries, and $20,000 is for an expert 
consultant. 

Mr. SHepparpD. Mr. Wigglesworth? 

Mr. WicGiesworts. What is a recent obligation figure on your 
inspection funds this year? 

Mr. Traciz. The same thing. 

Mr. WiaGLeswortH. Give me an obligation figure for inspection . 
and for employment of expert consultants as of some recent date. ; 

Captain Miiier. Obligation for 1955 for inspection, actual expendi- 
ture for 1955 was—— 

Mr. WiaGLeswortu. All right. 

Captain MILLER. $63,296. 

Mr. WicGLesworth. I want a recent figure for 1956, as of December 
31 of 1955, or something like that. 

Captain Miter. 1956 obligations as of December 31, 1955, are: 
For inspection, obligation was $28,790, expenditure was $27,972; 
for employment of expert consultants, obligation was $8,634, expendi- 
ture was $6,166. 

For the Office of the Director the obligation was $15,543, expendi- 
ture was $13,361. Those figures are all as of December 31, 1955. 

Mr. WieeLeswortn. That is all, Mr. Chairman. 

Mr. Osrrertac. No questions. 

Mr. SHepparD. Thank you very much for your appearance, gentle- 
men. Ican assure you the committee will scrutinize your presentation 
very carefully. 
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ComMITTEE STAFF StuDY ON PERMANENT CHANGE OF STATION OF 
Miuirary PERSONNEL 






Mr. SHEPPARD. At this point in the record we will insert the sum- 
mary of findings and recommendations of the committee staff study 
relative to permanent change of station of military personnel in the 
Department of Defense, together with the Navy comments thereon. 
(The matter above referred to is as follows:) 
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bee IH. Summary oF FINDINGS 


A. POINTS OF RESPONSIBILITY AND CONTROL OF ORDERS DIRECTING PERMANENT 
CHANGES OF STATION 


The major portion of transfers of military personnel, both officer and enlisted, 
are controlled and directed by the headquarters of each of the services at Washing- 
ton, D. C., inasmuch as travel to and from overseas areas, and those actions 
directly related to procurement and initial training of all individuals entering on 
active duty, are controlled and directed at this level of command. With some 
limitations which require headquarters approval, other transfers are directed 
under authority delegated to the various major commands for the transfer of 
personnel between units under their jurisdiction and command. 


B. REASONS FOR PERMANENT CHANGES OF STATION 


The predominant reasons or justifications for issuance of orders directing PCS 
(permanent change of station) movements relate to actions involving the procure- 
ment of new personnel, separations of those completing their terms of obligated 
service, and rotation to overseas assignments. The movement of those individuals 
who are assigned to their first duty station upon completion of training or indoc- 
trination courses to which they reported after being ordered to active duty are 
considered as movements directly related to procurement actions. Other factors 
which result in PCS movements are those directing personnel to and from schools, 
both civilian and service, and movements for the purpose of filling vacancies 
created by new authorizations, specialized requirements, completion of stabilized 
tours of duty, adjustments of surplus and imbalance of strength between units, 
etc. 

Movements which are directed for training purposes represent a substantial 
portion of the movements accomplished by military personnel, and include attend- 
ace at various and sundry types of schools offering advanced and graduate work 
as well as attendance at various service schools for necessary initial training. 

Recently, Air Force Headquarters solicited suggestions from the various major 
air ¢ommands for recommendations as to steps that could be taken to reduce 
PCS movements. One recommendation, submitted by the Streategic Air Com- 
mand, was that USAF Headquarters consider curtailing attendance at some of the 
various service schools as a means of reducing travel requirements and establishing 
more stability for both the individual officer and enlisted person. Our staff feels 
that this action would be particularly desirable in view of the increased manpower 
requirements in connection with the expansion to a 137-wing Air Force. 


C. FREQUENCY OF PERMANENT CHANGES OF STATION 


The average number of months between moves for those officers and enlisted 
men on active duty whose service records were reviewed was found to increase as 
the individual progressed in grade. In other words, the junior grade officers and 
enlisted men moved more frequently than the senior grade officers and enlisted 
men, and in each instance the average number of months between moves was 
substantially under the average for all personnel, whereas the senior grade officers 
and enlisted men served in their duty stations for periods of time substantially 
exceeding the overall average. 

The following summary reflects the average number of months between moves 
for officers and enlisted men in each of the services: 


| 
| Average 





Number of | Total : 
| service | months Total | pe 
records active | PCS moves |  potween 
reviewed | __ service mover 
Officers: 
I da itt ne wk Swaasnnebawes anew ; 616 | 32, 300 1926 | 16.8 
Saran hte Soairg Sa ish te daira nahn reich sala diilnitiendpabeia 525 29, 803 1851 16.1 
ic ncinmnnoe Stara een sgahinicamsancet 508 | 36, 938 1871 | 19.7 
ae inn sia eames ciaieane 196 | 9, 528 655 14.5 
Enlisted personnel: 
Fp, eee bbea Ghee 495 18, 979 1580 | 12.0 
WOME 92sec ucee anes i 488 11, 124 1292 8.6 
SRI Sip dincingbicitatlaptesiia 501 24, 011 1543 15. 6 


Marine Corps.....------- elena 566 15,728 2412 6.5 
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The factors which contributed to the majority of the number of PCS move- 
ments made by the above military personnel were found to be in connection with 
travel relating to overseas and sea duty assignments, and travel associated with 
procurement of new personnel. 

The following summary reflects the percentage of all PCS movements which 
were accomplished for these two purposes: 





Percent of Percent of 





movements | movements 
for procure- | for overseas Total 
ment duty 
Officers: 
REP PIR csnnn caneesRhktiiien tasesaseceeennissneeneeeinans 21.9 34.8 56. 7 
ON ok coco nsinnnds chan Sts wskenbenesansdabasecesedeaced 17.6 53. 5 71.1 
erz a 9.2 67.8 77.0 
I, = So oo. OA eh hd bee bs Gnanbnsius 20.8 37.2 58.0 
Enlisted personnel: 
21.8 36.7 58.5 
27.7 25.4 53.1 
26.7 57.1 83.8 
19. 1 30.3 49.4 








D. FREQUENCY OF TURNOVER OF MILITARY PERSONNEL BY TYPES OF BILLETS 


Based upon an analysis of 254 billets (duty assignments) which were selected 
from each of the services and from various levels of command as well as from 
various geographical locations in the United States, it was found that.over 20 
percent of the officers were assigned to duties in these billets for a period of 6 
months or less; 43 percent of the officers remained in their positions for a period 
of 1 year or less; and almost 75 percent of the 604 officers who were at one time 
assigned to duty in the selected billets remained in their assignments for a period 
of 2 years or less. 

The following summary reflects the number of months these officers remained 
in their assignments: 


| Number of officers serving in billet by term of occupancy 
Number | Number | (months) 


| of billets | of officers | 1 PSR? 
| 0-6 | 7-12 | 13-18 | 19-24 | 25-30 | 31-36 | Over 36 








OP) tt ss esd 74 122 28 | 23 | 20 | 15 | . 13 15 
ie 69 178 59 | 51; 25 13 | 14 8 8 
Navy_.....- Vee e 64 164 12 25 | 29 | 46 | 15 14 23 
NB Gas cs éonetuscie 47 | 140; 2] 36 21 | 19 | 15 12 il 
ef | SSS | S| NN! 

aS Fe 254 | 604; 125| 135 95 93 52 47 57 
.. yg GREETS DEEEEE AERTS peer sone 20.7 22.3 15.7 15.4 8.6 7.8 9.5 











Although a substantial number (43 percent) of the officers served in the selected 
billets for a period of 1 year or less, each such assignment was not accompanied 
with a permanent change of station inasmuch as many of the officers were merely 
assigned to or assigned from another billet at the same location. 


E. AVERAGE WEIGHT OF HOUSEHOLD EFFECTS SHIPPED 


The Army Transportation Corps processes shipments of household effects for 
both Army and Air Force personnel. Based upon a large sample of bills of lading 
made by that Corps, the average weights of shipments of household effects by the 
two services, both within the continental United States as well as to and from over- 
seas areas, was determined for fiscal year 1953, fiscal year 1954, and fiscal year 1955, 
to be as follows: 
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Average weight of household effects 
shipped (pounds) 


Direction of shipment ic npn 
Fiscal year Fiseal year Fiscal year 





1953 1954 1955 
eal an ean 
Within Continental United States__.............. a 2, 920 | 3, 720 | 3, 270 
Continental United States to Overseas...............- eeuucul 2, 620 | 3, 340 3, 230 
Overseas to Continental United States.............. alae 1,310 | 1, 680 2, 300 


‘ ' 


The large difference of the average weights returned to the United States as 
compared to the average weights shipped overseas is the result of more individual 
shipments being returned without a proportionate increase in the total poundage. 
In other words, the total number of shipments being returned to the United States 
in 1955 is approximately 50 percent greater than the number of shipments leaving 
the United States, whereas the total poundage is less than 5 percent greater. It 
is concluded, therefore, that many individuals who do not take household goods 
to their overseas assignments, do acquire and bring them back to the United 
States. 

Statistics available to the Department of the Navy and the Marine Corps are 
not complete in that the number of shipments is not known although information 
is available as to the total weight of the shipments. Consequently, average 
weights cannot be determined with any degree of reliability. 


F. NUMBER OF PRIVATE AUTOMOBILES SHIPPED OUTSIDE CONTINENTAL UNITED 
STATES 


Statistics furnished by each of the services reflect the number of private auto- 
mobiles shipped outside the United States for fiscal year 1953, fiscal year 1954, 
and fiscal year 1955 as follows: 


Number shipped by fiscal year 











1953 | 1954 1955 | Total 
ee | 
To Europe: | 
Army and Air Force _-- 17, 261 | 15, 297 20, 158 52, 716 
Navy-.-.-- ee srdneeken eel 225 | 281 | 332 838 
Marine Corps. --- ial all wncene-een! 5 13 8 | 26 
otal... 17, 491 | 15, 591 20, 498 | 53, £80 
To all‘other areas: 
Army and Air Force. -- . oe sal 17, 849 | 19, 070 22, 614 59, 533 
ee DU REASN TE ee rie etaree coe ----| 6, 027 | 6, 852 | 6, 618 19, 497 
Marine Corps........---.---------------+--| 492 564 | 54 1, 650 
Meme SEN are ooh soc eS 24, 368 26, 488 | 29, 826 80, 680 
sai ccdemb bein <btimdanddinidemedal 41, 859 42,077 | 50, 324 134, 260 
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G. NUMBER OF PRIVATE AUTOMOBILES RETURNED TO UNITED STATES FROM OVERSEAS 


Statistics furnished by each of the services reflect the number of private auto- 
mobiles returned to the continental United States from overseas areas during 
fiscal year 1953, fiscal year 1954, and fiscal year 1955 as follows: 








| j | j 

















Fiscal year | Fiscal year | Fiscal year 
| 1953 | 1954 1955 Total 
- —————| Tl aeeey er 
From Europe: | 
Army and Air Force - 8, 691 11, 164 13, 873 33, 728 
Navy... Pe Oe ee ee 114 | 215 | 217 546 
Pere Sibel s lc. eh 7 | 5 | 3 15 
RE tavchshaaritstueeeenmbeiraia 8, 812 | 11, 384 | 14, 093 34, 289 
————— — 1 = = = — I — —_———— — 
From all other areas: | | 
Army and Air Force-_--- ilstewsiereeglctaliipl 6, 277 | 10, 430 | 10, 799 | 27, 506 
Navy. y 2 : ; : 4, 292 | 5, 129 | 5, 573 14, 994 
oo =e i 35 | 70 | 154 259 ’ 
oe ao ghey ae 3 
| ERS ee , oul 10, 604 | 15, 629 | 16, 526 42, 75 
Total uF ee | 19,416| 27,018 | 80,619 | 77, 048 | 











H. RATIO OF AUTOMOBILES SHIPPED TO PERSONNEL OVERSEAS 





Based on the average number of personnel overseas during fiscal years 1953, 
1954 and 1955, the number of personnel overseas in relation to each shipment of 
an automobile, either from or to the continental United States, is as follows: 












| p 
Major area and branch of service | Flog) yeer | F omal 7 ear Wisc » car 
| | 






Europe: 





Bir Peres ONG AFG 66 osnsccvsiccccwssscsucwowsnevsecce-<oo | 13.2 13.1 9.9 

a de a ag ae ec es ie 80 6.0 5.5 

Pe SII Soe Scent et eaccnabewosintht Semene wens 41.7 33.0 56. 2 
All other areas: 

a ON BRUNT oc ccncen cp dindensasecsesabonse 28.4 | 22.9 15.3 

ce io ee a eee PA anit va ninc bind 4.1 3.4 2.9 

ET WEIR cen pet tas. anode eR Oran news bGbER 87.4 94.3 49.4 
Total all areas: | 

I I a al etiam neces bE 20.5 18.3 12.6 

I Radha clslibe «cto degtesey b-tete' cord denna maar eon MMe } 4.2 3.5 3.2 

NS Outen cha thane bankgnwecdnnutinsnains ae 86. 6 92.6 49.5 







A greater stability in the economic and political situation in the various coun- 
tries, notably in the Pacific area, which permits more use of private vehicles is 
the reason most frequently advanced by the services in explanation of this sub- . 
stational reduction in the number of personnel overseas as related to each ship- 
ment of an automobile to or from overseas areas. 


















I. VALUE OF GASOLINE AND OIL SOLD TO PRIVATE AUTOMOBILE OWNERS ABROAD 
AND DETERMINATION OF ANY COST TO THE GOVERNMENT 






The Marine Corps makes no provision for the sale of gasoline and oil products 
for consumption in private automobiles abroad and data regarding the value of 
such sales is not available within the Air Force. However, the Army and the 
Navy report the value of gasoline and oil sales during fiscal years 1953, 1954, and 
1955 to be as follows: 







| 1953 | 1954 1955 


MR sis cots thes lela bint mvcteslcas taille nila else tan deseo online 1 $7, 838, 000 


1 $10, 872, 000 1 $8, 295, 000 
icmp nnbhhee yn cewmhuihen iments veeetaaa tes ane ental 1, 663, 800 


1, 539, 295 1, 652, 153 












1 Estimated amounts based on information available in the Office of the Quartermaster General. 
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Regarding the determination of any loss to the Government in the sale of 
gasoline and oil products by the Air Force, Army, and Navy, our staff was in- 
formed by the services that current procedures provide for the recovery of all 
operating costs, including theater handling costs, thereby precluding the accrual 
of any profit or loss to the Government. Net profits, if any, normally accrue to 
— recreation and welfare funds for military personnel. 

Spain serves as an example of the method used. Coupon books are sold to 
military personnel at a cost of $10.02 for 200 litres of gasoline computed as follows: 


Cost including freight of gasoline delivered to Spanish port as deter- Per litre 


mined by Quartermaster Corps..........-.--.-------- ee 
Price paid the Spanish gasoline monopoly for storage and distribution 
ge ge ts cesta eta lh REN ea a Ie cil . 011628 
3 percent theater handling cost__________-_ ey ee ads Paria . 001458 
i iS eee eo eeesennecernemen . 050070 
REE A Ie, ss ints treneimrsve sim disso ciehu o cmnpe eae ae Sek es 10. 014 
Equivalent cost per gallon._________- dasa ais ag wh oe aE ota es eek . 1895 


J. UNJUSTIFIED USE OF BOTH GOVERNMENT AND COMMERCIAL AIR TRANSPORTATION 
FOR SHIPMENT OF PERSONAL EFFECTS AND OTHER ITEMS OF SUPPLY 


Data submitted by the Marine Corps indicate that three shipments of house- 
hold effects or supply items were made via Government aircraft during fiscal 
year 1953 but that no such shipments have been made since that year. The 
Navy reports that data relative to such shipments are not available and both 
the Air Force and the Army indicate that such shipments are not authorized. 
Regarding shipments via commercial air carriers, the total reported by all ser- 
vices aggregated less than 42 tons in fiscal year 1955. 


IV. RECOMMENDATIONS 


Although the survey conducted by our staff indicates that considerable progress 
has been made by the Services in the matter of personnel administration, and 
that the matter of PCS movements is generally afforded thorough consideration 
and study, it is believed that further progress can be made. 

It is recognized that many PCS movements are generated by rotation of per- 
sonnel to and from overseas assignments and other actions over which very little 
or no control can be exerted. However, movements to and from schools and 
other assignments within the continental United States are controllable to a large 
extent. These movements should be closely scrutinized for coordination with 
transfers of personnel in a pipeline status: that is, those who are en route to or 
returning from overseas assignments and those who are scheduled to complete 
courses of training. In view of the large overseas commitments for which per- 
sonnel must be made available, any action which directs the transfer of military 
personnel from one duty station to another duty station within the United States 
may result in two relatively short term assignments for an individual prior to 
his being eligible for another tour of overseas duty. 

It is recommended that, to the maximum extent possible, vacant positions at 
duty stations and vacant spaces at schools be filled by personnel in a pipeline 
status, and further, that the necessity of providing advanced and graduated work 
at various schools and colleges be critically evaluated prior to the issuance of 
orders directing such travel and attendance. 

The Air Force is currently engaged in a study which is designed to permit each 
of the various major air commands to have a certain specified number of positions 
which would be stabilized for a period of 3 years, with the commanders of the 
major air commands being afforded the opportunity to select the positions which 
would be so stabilized. Upon a specific position being selected the individual 
occupying the position would not be subject to transfer to another duty assign- 
ment until he has completed the 3-year tour of duty. It is anticipated that a 
large number of the positions which will be selected for stabilization are positions 
located within the headquarters of each of the major commands. This action 
will result in a reduction of the number of individuals who have, heretofore, 
hardly been permitted to become settled and somewhat acquainted with the 
duties and responsibilities of their positions before being ordered to another duty 
assignment. 
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It is recommended that the Army and Navy give consideration .to a similar 
program, with special reference to positions at the policy level in headquarters 
commands and to those positions which require specialized training and experi- 
ence such as in the procurement field. 

Current policy as published by each of the services in connection with the matter 
of stabilized tours of duty reflects that some positions and duties are stabilized for 
periods of 1 to 4 years, with many being for either 2 or 3 years, 

It is recommended that serious consideration be given to increasing the 1- and 
2-year stabilized tours of duty to a minimum of 3 years with others being con- 
sidered for a 4-year period of stabilization. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY. 
Washington 25, D. C., March 21, 1956. 


Hon. Harry R. SHEeppakp, 
Chairman, Navy Subcommittee, 
Committee on Appropriations, 
House of Representatives, 
Washington 25, D. C. 


My Dear Mr. CHairMAN: Enclosed are the comments of the Navy and 
Marine Corps which were requested by your staff on the report to the Committee 
on Appropriations, United States House of Representatives, on the permanent 
changes of station of military personnel. 

If additional comments or information are desired, please do not hesitate to 
call upon me. 

Sincerely yours, 
ALBERT PRaTT, 
Assistant Secretary of the Navy 
(Personnel and Reserve Forces). 


COMMENTS OF THE Navy AND MARINE Corps ON THE REPORT TO THE COMMITTEE 
oN APPROPRIATIONS, UNiTED States House oF REPRESENTATIVES, ON THE 
PERMANENT CHANGES OF STATION OF MILITARY PERSONNEL, SURVEYS AND 
INVESTIGATIONS Starr, DECEMBER 1955 


I. GENERAL COMMENTS 


From the viewpoint of the Department of the Navy, it is considered that the 
surveys and investigations staff of the House Appropriations Committee has 
compiled a valuable, well-documented report which provides statistics and out- 
lines the scope of the problems involved in reducing the movement and frequency 
of permanent changes of station. In spite of the limited samplings made, it is 
considered that the sampling analysis reflects to a major degree the trends and 
basic differences of the various services. Due cognizance is taken of the fact that 
personnel stability increases with the grade or rating, that procurement action and 
comparatively short training periods are concentrated in the lower grades and 
ratings, and that a large number of permanent changes of station do not involve 
the expenditure of funds for the transportation of dependents and/or household 
effects. 

As shown by the samplings, it is true that the large personnel turnover caused 
by officers leaving active duty upon completion of their obligated service period 
and the low reenlistment rate of first-cruise enlisted personnel are the major 
factors contributing to personnel instability, with consequent increase in move- 
ments. Such separations, in turn, greatly increase both the pipeline and the 
movements in the procurement process in order to provide, train, and assign 
replacements and readjust manning levels in the higher pay grades. Actions 
are being taken to improve career attractiveness and morale which will decrease 
the separation movement and contribute most to improving overall naval per- 
sonnel instability. This stabilitv problem is under continual review by the Navy 
and Marine Corps executives, with efforts to increase duty tours commensurate 
with problems peculiar to specific areas overseas, increased political and economic 
stability in overseas areas, and with equitable sea/shore rotation in the case of 
Navy personnel and overseas/continental United States duty for Marine Corps 
personnel. Certain other actions in this area involve career incentive legislation, 
such as the Survivor Benefits Act and the medical care for dependents bill now 
under consideration by Congress. 
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In summary, the more closely the ‘“‘noncontrollable” factors given on page 54 
of the report.approach the realm of ‘‘controllable,’’ the greater will be the overall 
stability of Navy and Marine Corps personnel. Continued efforts will be made 
to reduce permanent changes of station in complying with the spirit and intent; of 
the congressional concern, but it is considered appropriate to point out that 
cognizance must be taken that effort in this direction must be coordinated and 
allied with commitments and operational readiness. 


Il, DETAILED COMMENTS 


A. Page 11, IV, paragraph 1: “Although the survey conducted by our staff 
indicates that considerable progress has been made by the services in the matter 
of personnel administration, and that the matter of PCS movements is generally 
afforded thorough consideration and study, it is believed that further progress 
can be made.” 

Marine Corps comment.—The Marine Corps has a continuing program designed 
to improve personnel assignment and distribution techniques with the goal of 
further reducing the number and frequency of permanent changes of station. 

This program has resulted in the increased accuracy of forecasting requirements 
for replacements for both overseas and continental United States activities and in 
increased efficiency and economy in the selection of replacements. 

The authority to issue permanent change of station orders has been reviewed, 
and control has been tightened so as to improve efficiency and reduce duplication 
of effort and the possibility of misassignment. 

Accounting procedures and statistical data-gathering methods and reports have 
been refined so as to permit daily analysis of the business transacted. 

Navy comment.—The Navy personnel stability problem is under continual 
review, and every effort is being made to reduce the permanent changes of station 
as much as possible, subject to operational readiness and overseas commitments. 

B. Page 12, Paragraph 1: “It is recommended that, to the maximum extent 
possible, vacant positions at duty stations and vacant spaces at schools be filled 
by personnel in a pipeline status, and further, that the necessity of providing 
advanced and graduate work at various schools and colleges be critically evaluated 
prior to the issuance of orders directing such travel and attendance.” 

Marine Corps comment.—Wherever possible, enlisted vacancies are filled with 
personnel already in a pipeline or transient status. Individuals are not trans- 
ferred within the United States if they cannot be expected to serve a reasonable 
time before being ordered overseas or separated. Officers are ordered individually 
by name from one permanent duty location to another, both in continental United 
States and overseas upon completion of established tours of duty. At no time are 
officers moved in a strictly transient status to some intermediate point awaiting 
assignment to a duty station. 

The Marine Corps will continue to critically evaluate advanced and graduate 
course requirements at various schools and colleges and will schedule schooling 
only where a service need exists for the utilization of such training. 

Navy comment.—Most of the initial duty orders for officers are “through” 
orders so that they are in the pipeline only during a period comprising prescribed 
travel time, any leave en route, and proceed time, plus any short term specialized 
training ordered by virtue of their assignment. The pipeline period for other 
transient officers is composed of the same factors with training en route given 
when such training is a prerequisite for the assignment to which ordered. 

Enlisted personnel ordered to shore duty normally have received orders to 
their permanent shore duty station prior to their detachment from their sea 
duty station, so that their pipeline normally involves only leave and transpor- 
tation time. 

Movements of both officers and enlisted to and from overseas assignments are 
always under close scrutiny and coordinated with school assignments. Per. 
sonnel completing major courses of training, such as war colleges, long-term 
enlisted schools, etc., go directly from school to their assigned sea or shore duty 
station, and personnel preselected for certain long-term schools are normally 
detached in such time that they are in the pipeline for a minimum length of 
time before reporting to the school assigned, Continuous scrutiny is given the 
naval personnel pipeline in order to keep the numbers therein at a minimum, 

At present, the entire naval postgraduate educational program is undergoing 
review by a duly constituted board in order to bring postgraduate educational 
policies into consonance with today’s graduate requirements and career planning 
policies. It is anticipated that this board’s recommendations will do mueh 
toward eliminating any unnecessary postgraduate courses, combining others 
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where practical and, in general, linking postgraduate instruction more elosely to 
billet requirements. Officers are selected for postgraduate training by boards 
well before the issuance of their orders to such training. 

C. Page 12, paragraph 2, and page 13, paragraph 1: “The Air Force is cur- 
rently engaged in a study which is designed to permit each of the various major 
air commands to have a certain specified number of positions which would be 
stabilized for a period of 3 years, with the commanders of the major air commands 
being afforded the opportunity to select the positions which would be so stabil- 
ized. * * * It is recommended that the Army and Navy give consideration to a 
similar program, with special reference to positions at the policy level in head- 
quarters commands and to those positions which require specialized training and 
experience such as in the procurement field.” 

Marine Corps comment.—It is believed that this recommendation is directly 
concerned with officer personnel. A study similar to the Air Force’s has not 
been instituted by the Marine Corps. The Marine Corps would hesitate to 
test a concept where an individual is placed in a billet at a policy level headquar- 
ters where he would have to be frozen, so to speak, in a specified billet and not be 
available to the commander for reassignment within the command where his 
increased familiarity, experience, or seniority could be advantageously utilized. 
In fact, adoption of such a policy could well violate the basic principle of command 
or staff advancement as well as prerogatives of command. The authority of the 
commander is commensurate with his responsibility, subject to the limitations 
prescribed by law and regulations. It is doubtful that there is an advantage to 
be gained by having one commander select the billets or positions to be stabilized 
under such a plan when the commander who relieves him may well have the 
emphasis in other places to meet changing conditions and requirements as a 
means to help him discharge his responsibility. It is maintained that if the 
individual is a specialist in a particular field, his specialty and scope of qualification 
(“such as in the procurement field’”) would limit the flexibility of his possible 
assignments within a command. Since most specialties are at a premium and 
personnel holding these specialties are assigned to commands based on allowances 
in the table of organization, it is likely that they will fill the billets for which they 
are qualified. Of course, the frequency of transfer between units, commands, 
or ene on a permanent-change-of-station basis may properly be ques- 
tioned. 

It should be pointed out that the Marine Corps does have a considerable number 
of billets where a reassignment or change of duty within the headquarters or 
activity would be extremely rare. For instance: 

1. Personnel assigned to Headquarters Marine Corps normally spend 3 years 
in the same billet. Reassignments or tours short of 3 years are rare. 

2. Instructors on the staff of Marine Corps schools, and Marine Corps instructors 
on the staff of other service schools serve on a 3-year tour. 

3. Personnel on independent type duty, such as inspector-instructors of Reserve 
units, normally serve a 3-year tour. 

Navy comment.—Although the Air Force study may be adaptable to Air Force 
commands, it is considered that the principle involved of similar 3-vear stabilized 
tours for naval personnel of various grades and ratings is not applicable for the 
following reasons: 

1, Maintaining an equitable sea/shore rotation program entails basic differences 
from the rotational programs of the other services. The majority of naval 
billets are at sea and not in the Zone of the Interior, as in the case of the other 
services. 

2. The Navy comments given in D below. 

In the case of officers in the grades of captain and commander, whose normal 
shore duty tours are 3 years and 2% to 3 years, respectively, every effort is made to 
keep them in key shore billets in the Zone of the Interior, on major staffs, and in 
certain overseas areas for a minimum stabilized 3-year tour. This practice, 
therefore, conforms to the Air Force program in regard to senior officers. 

D. Page 13, paragraph 3: “It is recommended that serious consideration be 
given to increasing the 1- and 2-year stabilized tours of duty to a minimum of 
3 years with others being considered for a 4-year period of stabilization.” 

Marine Corps comment.—Positive emphasis is being placed on stabilized 
enlisted tours of duty. All overseas tours are stabilized with the length of the 
tour depending upon local conditions and whether or not dependents are author- 
ized on station. The tours vary from 12 to 24 months with extensions permitted. 
Tours of duty in the United States generally are stabilized at 3 years (minimum 2 
years) when assigned to duty in the Washington area, with the recruiting service, 
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with. the Reserve program, as instructors in formal schools, and in specialist 
assignments. When consistent with the needs of the service the above tours are 
further extended to 4 years, particularly in the case of specialists. 

The officer problems are different, however, the emphasis is on stabilized tours 
of duty and increased combat readiness as with enlisted personnel. Thirty-three 
percent of the total Marine Corps officer population are Reserve officers serving 
on @ 2- to 3-year tour of active duty. The main requirement for these officers 
is training. This means basic Gar instruction followed by an assignment to 
the continental United States or overseas Fleet Marine Force. The Marine 
Corps could not train and utilize these officers effectively for their short active duty 
requirement without their being transferred as required for their training and 
maximum use while on active duty. Since these young men will be recalled to 
active duty in the event of war or national emergency, the Marine Corps has a 
responsibility to train them well. The other major factor influencing tour lengths 
is the requirement to transfer officers as necessary to maintain Fleet Marine 
Force unit tables of organization and rotate Fleet Marine Force assignments. 
In this connection, the Marine Corps has a large segment of its population overseas 
in the Far East Fleet Marine Force on a 14-month tour. The 14-month tour was 
established as the longest reasonable time that an individual should be expected 
to live away from his family in FMF units living under field or semifield conditions, 
and undergoing extensive field training. 

Although the Marine Corps, under present conditions, cannot institute an 
overall policy whereby tours will be for a 3- and 4-year tour minimum, positive 
effort will be made to increase the Marine Corps wide average tour which will 
have the net effect of reducing the number of permanent changes of station. 

Navy comment.—The Navy has a minimum number of billets on land, both in 
the United States and overseas. The basic 24-month tour ashore for enlisted 
and other than senior officers is governed by four principal factors. 

1. Accomplishment of mission. 

2. The professional need of naval personnel for experience in ships at sea. 

3. Economy in moving personnel and dependents. 

4. Equitable opportunity for shore tours for all naval personnel who spend a 
significant part of their service careers at sea in ships. 

Naval personnel cannot remain for too long in the Shore Establishment, either 
inside or outside the United States, without adverse effect on professional pro- 
ficiency. Further, lengthening of the 24-month basic tour would reduce the 
numbers of personnel who could be assigned to shore duty over a given time 
period, and would have an adverse effect on morale, thus discouraging career 
service. By long experience, the basic 24-month tour has been determined to be 
most compatible with accomplishment of mission and other factors in the best 
interests of the Navy. 

Tours of less than 24-months are established at certain overseas locations with 
the length of the tour depending on the desirability of the area, whether dependents 
accompany the Navy man to the area, and other psychological and physical factors 
involved for such areas. Increasing the tour length at these undesirable overseas 
locations would adversely effect morale, especially if dependents could not ac- 
company the Navy man to these areas. 

OD ad hoc committee on rotation policies for the four services is currently 
studying the problems and factors involved in the establishment of rotation tours 
of duty. It is expected that this committee will consider the pros and cons of 
longer stabilized duty tours and will make appropriate recommendations per- 
taining thereto. 

E. Pages 31-37: “V. Points of responsibility and control of orders directing 
permanent changes of station, D. Department of the Navy.” 

The Navy has no comment on this section, as it is considered to give a true 
representation of the Navy’s handling of permanent change of station orders, 
as well as some of the difficulties involved, and what the Navy is doing to overcome 
these problems. 

F. Page 37, paragraph E, 1 :“‘“* * * Although the Commandant has delegated 
authority to the commanders of major commands to direct movements of all en- 
listed and a minor portion of the officer personnel between units of their command, 
these movements are subject to review by the Commandant through various 
strength and distribution reports submitted by these commands.” 

Marine Corps comments.—In order to avoid a possible misinterpretation of the 
foregoing comment, it is desired to point out that, while all commanders have the 
authority to reassign enlisted personnel within their commands, only a limited 
number have authority to issue PCS orders, and only in the case of the command- 
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ing general, Department of:the Pacific; the commanding general, Fleet Marine 
Force, Pacific; and the directors of Marine Corps Reserve and recruitatent.dis- 
tricts is there any appreciable change in geographic location involved. 

G. Page 41, paragraph 2: ‘“** * * a definite problem area has been created by 
the establishment of a ‘Department of the Pacific,’ a major (administrative) 
command which may direct the movement of enlisted personnel between the 
various duty posts and stations located along the entire west coast. of the conti- 
nental United States.”’ 

Marine Corps comment.—A reorganization has been approved which will shift 
the personnel assignment responsibilities now being exercised by the commanding 
general, Department of the Pacific, to Headquarters Marine Corps. This reorgani- 
zation, which is to be effective on June 1, 1956, is expected to increase efficiency, 
eliminate duplication of effort, and reduce the number and frequency of transfers. 

H. Page 77, paragraph a: ‘‘Basie Marine Corps policy provides that‘all’rétruits 
not selected for formal school training be assigned to one of the FMF (combat) 
units in order that they may receive adequate combat training prior to being as- 
signed overseas or to a security or support type activity * * * tends to increase 
the frequency of CONUS transfers * * *.”’ 

Marine Corps comment.—The above-cited policy is reaffirmed as being essential 
to the efficient maintenance of the combat readiness of the Marine Corps. 

I. Page 78, paragraph b: “Failure to identify the occupational field in which 
a basic marine is in training also results in maladjustments in the disposition of 
personnel, the correction of which causes the generation of more PCS movements.” 

Marine Corps comment.—The policy which led to the above-cited practice was 
introduced as a trial measure in an effort to simplify classification procedures. 
study recently completed indicated that the procedure was not practical and 
corrective action has been taken. The Marine Corps personnel classification and 
assignment system is being revised to identify properly all enlisted billets and all 
enlisted marines. 


Sea Master ProGram 


WITNESS 
REAR ADM. J. S. RUSSELL, USN, CHIEF, BUREAU OF AERONAUTICS 


Mr. SHepparp. I direct my next inquiry to the Sea Master pro- 
gram. You plan to implement that program in fiscal year 1957 both 
as to procurement and bases. So far the only Sea Master you have 
produced was destroyed in some manner which the committee does 
not know at this time. What assurances can you give us that you are 
ready to proceed in the manner contemplated in your 1957 estimates? 

Admiral Russeiu. The Sea Master program will go forward. There 
has been a slight delay, possibly 1 or 2 months. From the recovery of 
debris from the wrecked Sea Master we know what happened. 

There have been several teams at work eliminating all possible 
sources of the trouble. I feel confident the Sea Master program: is 
sound. The difficulty experienced here is one which can be experienced 
with any new experimental aircraft, sir. 

Mr. Suepparp. In the pursuance of your program as you presented 
it, I wish you would tell the committee what definitive procedure you 
will follow in your production requirements of the Sea Master before 
you go into extensive orders? 

Admiral Russevu. The definitive procedure is that of the so-called: 
Firm Plan, sir, where we give thorough tests before we commit large 
sums toward production. The Sea Master program differs from our 
other airplanes only in the size of the machine and the muamber. 
Since it is such a large machine we will have a few less in number. 

Mr. SHepparpD. With reference to the difficulty which caused the 
crackup, has it been indicated whether it is mechanical, manual, or a 
combination of both? 

Admiral Russe.u. Off the record. 

(Discussion held off the record.) 
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Mr. SHeprarp. So far as the program is concerned you are giving us 
an assurance that you will have a thorough shakedown before you 
go into extensive orders so we will not have a repetition of what has 
heretofore been publicized as a McDonnell error, if I may use that 
terminology? 

Admiral Russeuu. That is correct, sir. We shall have a thorough 
investigation and we shall proceéd in the soundest fashion we know 
how, sir. 

PLANES IN 1957 PROGRAM NOT IN PRODUCTION 


Mr. SuHfpearp. What, if any, planes in the 1957 program are not 
in production? 

Admiral Russe... There are three aircraft for which we have initial 
orders in 1957. Specifics in respect to these aircraft, I will give off the 
record. 

(Discussion off the record.) 

Mr. SHEPPARD. When is it contemplated vou will go into production? 

Admiral RussELu. Production orders are contemplated, in fiscal 
year 1957, and I can give you the estimated first delivery dates if you 
would like that. . 

Mr. Suepparp. If you will, please. 

Admiral Russeuu. Off the record. 

(Disenssion held off the record.) 

Mr. SHEpPAnD. | presume the planes vou have referred to are going 
into production and have all of the bugs ironed out of them that it is 
possible to iron out at this stage of procedure; is that correct? 

Admiral Russeiu. That is correet, sir. 

Mr. SHEPPARD. What planes in the 1957 program have major 
components still undergoing research and dagetoument: if any? 

Admiral Russet. Mr. Chairman, only 2 of the 3 aireraft I pre- 
viously mentioned have items which are still in the development 
stage. 

Mr. SHEepparp. | wish you would give dates on which development 
will be completed on the major components involved, please. Will you 
supply it for the record? 

Admiral RusseEuu. Yes, sir. 

(The information requested is as follows:) 


Development com- 


Item pletion date 
re EI i) ein wom sacudnemecnpadeon}ensos- January 1958 
he cpa cgbcnnedenescpedentacceee October 1957 


Mr. SHepparp. Are you personally satisfied with the performance 
of all planes and the major components thereof which you plan to 
procure in the fiscal year 1957? 

Admiral Russe... I am personally satisfied, sir. 

Mr. SHepparD. Any general questions? 

Mr. Wiaeiesworts. I have no questions, Mr. Chairman. 

Mr. SHEPPARD. Please insert at this point certain data with refer- 
ence to the overall estimates. 

(The data are as follows:) 
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RESCISSION OF THE NAVAL EMERGENCY FuND 


1. The naval emergency fund was originally established as an expedient to 
further the preparedness of the United States Navy in connection with the war 
effort in 1941. 

2. The unobligated balance of this continuing appropriation has been used in 
recent years primarily to pay claims which were rewards or reimbursements for 
damages in connection with the rescue of naval personnel. Such claims were 
subject to review and approval by the legal counsel of the Office of the Navy 
Comptroller. 

3. Because of the small amount of transactions in this account in recent years, 
as indicated by the table below, the Bureau of the Budget requested that this 
appropriation be recommended for rescission. 


| Obligations 
| (actual) 
| 


9, 345 5, 103 
12, 818 18, 946 
37, 349 22, 023 

1, 080 10, 230 


| Expenditures 
(actual) 


4. Samples of the type of expenditures from the Naval Emergency Fund for 
fiscal year 1954 are— 

(a) Payment to resident of North Borneo for rescue of Navy airmen. 

(b) Payment of claims to Icelandic Government for damage to cars and 
buildings. 

(c) Payment to Japanese nationals for assistance to downed airmen. 

(d) Headstone for midshipman, United States Naval Reserve, who died 
on active duty training. 

(e) Payment to resident of Florida for fuel consumption related to rescue 
of airman. 

(f) Payment to resident of California for damage to fishing craft engine 
in connection with rescue of airman, and 

(g) Classified payments. 

Samples of expenditures from naval emergency fund for fiscal year 1955 
are— 

(a) Payment for damage to car and travel expenses in connection with 
civilian taking injured pilot to hospital in Texas. 

(b) Payment for assistance rendered in taking Navy occupants of crashed 
automobile to hospital. 

(c) Payment to British for Royal Air Force support of Navy airborne early 
warning squadron during Operation Mainbrace. 

(d) Payment to Chinese for rescue of three United States airmen. 

5. This type of extraordinary payment is considered to be within the scope 
of budget activity, ‘Contingencies of the Navy’ and can be made with funds 
appropriated to “‘Servicewide operations, Navy,” thereby affording the Congress 
an opportunity to review the expenditures which were not readily available when 
these expenditures were made from the emergency fund. 





pane te 9 fore nn 
PETES! Sa 





LIST OF WITNESSES 


Page 
Adams, Col. W. a simi aR ae 182 
Allen, Brig. Gen. C. R _ 1055 
Anderson, Maj. Gen. R. A . 100, 129, 150 
Andrews, Capt. C. L________- a aaligentiiae eile mia 755 
Arnold, Rear Adm. R. J______--_----- Pee td ahead ...--. WOO 
Benne: Cems, Gi 7... eee scar eles titan Shas 662 
Bannerman, G. C_. bah Sera aiael enna aimee eee Sak 1 
Beardsley, Rear Adm. G. F- ; ae eal eek ea oe 1, 875 
Bennett, Rear Adm. Rawson_-_-_____+______- : : =e e-em a: Men Ae 
Benson, Capt. R. S___- ig eee eee ed ee en ens ee 304 
Penney, Dra. Gen. J. P_...........- ; i caeaaat 100 
Brady, Capt. U. S____- : Dobe due die sea ola 662 
Brown, Capt. 8. R., Jr... cis Peratinaa sures . : ‘ 346 
Brown, Capt. S. W- ; 346 
Bull; Capt. W. os eta ue Sarena ai rr Se 524 
Burzynsk7; Capt. R. ee ees 
i wwasccecacneeds hss tatatade abauiiibtc le 
Chermak, L. E ‘ 
Churchville, Maj. F. L 
Clark, Rear Adm. J. E- ; 
C lexton, Vice Adm. E. W_____-. 
Coehran, Capt. J. B......---- 
Cochrane, ar Wierd — =. 
C ombs, Vice Adm. T. S_ 


Crichton Capt. C.  pnehdearantat tetany 
Crowe, E. B sei ais 

Dailey, Dr. J. T 

Davison, Capt. J. ans 

Denebrink, a ye gi 
DeWitt, Col. R. B__..______. i tao ee ‘ 150, 182, 1055 
Drake, Lt. Col. C. B--.---_---. ” Cee 5 ket aneemena 
Drustrup, Capt. N. J tea ae ae sind wath. ae 
Edwards, W. W_____- asa arable vgteekwetl aiiceamacesil alan 
Engelman, Capt. ere eee ae i 755 
Enoch, ae se : 

Etter, Comdr. J. H., hee a com tere oe a 

Farrelly, Lt. Col. R. R 

Faught, Maj. R. T 

Findley, Comdr. L. G_- 

Fitz-Patrick, Comdr. J. P- 

Folger, aaa 

POWOMaN (ts ~4Gi~uns----- 

Franke, Hon. W. B- x , 182, 217, 304, 346, 440, 524, 662, 755, 1000, 1061 
Fuller, Comdr. T. A____- ea . alana x. 
Gillie, M. A_--_- Nee sae _. 100, 129 
Gray, Comdr. T. W. i pa Ct Ren ee __ 1061 
Grider, Lt. Col. R. Q.. ; -_. 100, 129, 182 
Handley, Col. R. M ; 182 
Hickey, T. J__-_-_- Pasi iat a hana aceal nabte 755 
Hirsch, Capt. M. | 2 Aiea i Slated ade pti alia na saree 346, 440, 927 
Hobgood, OE eikath teen eeeeseee ene or eee ee 
Hogan, Rear Adm. B. M_------ tas ; siesta Ml 755 
Holloway, Vice Adm. J. L., Jr 217, 248, 277 
Hooper, Capt. E. B dee sen inee 
Jacobs, Capt. C. D - ietarataatia 56 





Jones, C. D... 


Karns, Capt. I  insaics 


Klay, Comdr. A. 8. 
Korink, ae 

Laird, Capt. G. H., 
LeMay, K. L sak 
Lewis, E. J 

Long, Col. G. a. 
Lowry, 

Lundell, E. 

MacLean. C. BR: 
_Mandelkorn, Capt. Richard_. 
Martin, Capt. F. B. C 


McAlister, Maj. Gen. F. M___- 


McHenry, Capt. J. A__-_- 
McKinney, Capt. C. 
Medlin, D. B-_ 


Mendenhall, Rear Adm. W. V.. 
Messenheimer, Capt. C. A__-- 


Miller, Capt. A. S 
Miller, Comdr. G. W_. 


Millichap, Lt. Col. P. gas 


Moore, 
Moorer, Capt. T. H 


Morgan, Rear Adm. A. M_-_-_- 
Mumma, Rear Adm. A. G___- 


Newhart, Col. H. G 
Neyman, Capt. C. A., Jr 
Nordland, E. 

Olson, Lt. ‘ 

Padley, Lt. Col. J. J 
Pate, ‘Gen. R. McC 


Phillips, Capt. C. A__._.._--- : 


Pinney, Capt. F. L 
Platt, Lt. Col. J. M 


Reed, Maj. H. C 


Reynolds, Capt. R. M------- 


Rife, Lt. Comdr. D. R 
Robertson, Col. E. B 
Romoser, Rear Adm. 

Rose, Rear Adm. R. E___--- 
Russell, Vice Adm. G. L 
Russell, Rear Adm. J. S_- 
Russillo, Capt. M. P 
Sanders, Rear Adm. H_-_-- 
Schoech, Rear Adm. W. A_- 
Shanahan, Capt. T. C 
Sheeley, Rear Adm. W. 
Sherman, Capt. P. K_-_-_-- 
Shoup, Maj. Gen. D. M. 
Simmons, ae ee 
Smith, Comdr. E. C 

Smith, H.-C. 

Smith, Rear Adm. H. P-_ 


Page 

440 

702 

927 

824 

662, 702 
1061 

346, 440, 927 
129, 182 


1 

304 

hE nthe ae 
__. 217, 248 


: 150 

_ 824, 875 
7, 248, 277, 304 
__ 346, 440 
524 

1000 

1162 


SAAC EET ad 505, 524, 592, 657, aaa 


100, 129, 150, 182 
1000 


Bassett scchete itll, OL! 7ageaee 


217, 304 


1061 


927 

875 

1061 

1061 

100, 129, 150, 182, 1055 
505, 524, 657 

1162 


, 100, 129, 150, 248, 277, 


304, 346, 440, 505, 662, 702, 755, 828, 875, 927, 1000, 1055, 1061 


Smith, Hon. J. H., Jr 
Snedeker, Maj. Gen. FE. 
Spence, OPE 2.5 <-: 
Steen, Comdr. Kenneth 
Stuart, Capt. C. J 
Stewart, Capt. J. S 
Tiencken, W. P 

Tracie, R. G 


1, 927 





Veasey, Capt. A. C_.__-_- 

Venn, E. 

Waller, Maj. C. T 

Walsh, W. A 

Walton, Col. R. C __ 150, 927 
Warfield, Rear Adm. C. G ada’ _ 1, 1061 
Watkins, Lt. Col. J. M., Jr ee 
Wellons, Lt. Comdr. W. I., Jr 248 
eh CE PPR hsb Stic runes 100 
Williams, W. 8S 750, 927 
Withington, Rear Adm. F.S : 750, 927 
Wright, J. F 

Yarbrough, Capt. O. D 

Yeager, Rear Adm. H. A 





A 
Air: 
Aeronautics, general statement of Chief of Bureau of 
Aircraft and facilities, Navy 
Aircraft overhaul 


Efficiency of operation 

Insurance 

Noncombat-type aircraft, drones, and jet combat engines, 
increase for 


Alteration and replacement of facilities 
os pee eeabede 
Departmental administration 
Estimates, justification of 
Flight operations: 
Naval Reserve. - 


Reprograming__-___ ~~ 
Station operations: 


RH ee NOI a Sp a CREO tte aaa iste cAiA Ei 80% 


Regular Navy 
Supporting equipment, materiel, and services 
Aircraft and related procurement, Navy 
Aircraft modernization 
a ne Oe Se tS cL aeonnehaauambnae 
Estimates, justification of 
Ground electronic and detection equipment 
Guided-missile and target drone procurement 
Obligations and expenditures: 
Commitments versus obligations 
Committed funds, availability of 
Engineering changes and spare parts, balances for 
Expenditures, reduction in 
Section 1311, impact of 
Unapportioned reserve 
nner CeUeOOS ke cc 64, 369, 385, 406, 
Reprograming of funds 
Spares and spare parts: 
Inventory, analysis of ' 
ee eS oe i coisdiemas nals 
Unobligated balances for 
Training equipment 
Assistant Secretary, general statement of 
Authority, carryover of 
Civilian personnel 
Delivery of aircraft____-__ 
Deputy Chief of Naval Operations (Air), general statement of 


A 
: 
4 


ee Te ae 


Operating aircraft: 
Number of ___ - -__- 
Requirements _ - 





Se Ne 


Aca 


Ba aise nse Tabise Bo 234 


Air—Continued Page 
RI NN, SN as 15 cn ciatirnln be itn tindintde ts obenubdhedesenees 378 
Procurement: 

Expansion, adaptability to.......-....-...-.----..---- <a 359 


Lead time, reduction in_ ‘ _. 363, 371, 372 
New planes to meet modernization and replacement needs_. 362, 371 
Policies and practices, review of comments on___-- or 385 


Accountability, extension of__- geadsspesi inn aiedactde « 398 
A2D-1 program, termination of ___-~ ~~ -- hittin lndintsthe x 399 
Centralization of procurement__-_--------- a osm aoe 
Ia UR i 391 
Contract cost principles Satie jie cenweemetiewed 394 
Contractor’s general research expel nse- — eT 
Firm target prices, establishment of aureaden Jimena, ) aoe 
F3H1 aircraft contract, termination of __-_-_-- leaned «aut 
Personnel, turnover of____--__- a ye 389 
Physical inventories, decreased e mph: asis On oe 396 
Price-reduction incentives ‘ ia ssanabdenpaledd 396 


Prime contractor’s profit on subcontract 402 


Redetermining contracts, delays in_............___-_- 385 
R3Y plane, status of_______-- 7 ss idenseted liaetea 399 
Shipment of engines without Navy’s knowledge ace ele 405 
mnere parts, initia) pricing for... .~.<.c.s-simescuuscnus! 37 
Subcontracts, negotiation of__________..-- _- Gutbnitatahes 402 
T-—40 development program, benefits from__-___-.__--- 400 

Preproduction expenses_ _-_-- cain’ wes fe asiaeebes 372 

Program. ___- _ Shon i ae 3 351, 364 

Reprograming of funds Se4 ; 370, 422 

Review of contracts as to requirements and prices _ - - -- dd 374 

Subcontractors, elimination of__- aia ; 358 

Unobligated balances -_ - - - a ast 385 
Public works contracts, change orders on = Asana aakd te anal eaeete 375 
Research and dev elopment a lk ee he . 68, 74, 368 
Safety improvements- -- -- ~~ -- AMbsdetressdaae> <n 70, 75, 353, 361 
Sea master program____-- 7 ; are acta saw, 8102 
Shore facilities_-___-_ i 3 : . 353, 360, 367 

B 
Budget for 1957: 
Apportionments - - - sartein bet 42 
Average civilian employr ment appropriation basis, 1955-57- ikpowe BK 
Deputy Comptroller, general statement of - -- -- : hchepea Saint 78 
Expenditures: 

Carryover or unexpended balances, 1951—57___- er 59 
Funding of appropriation accounts, December 31, 1955, status of_. 98 
Funding review, effect of___---- Z a Se ee er ee 93 
New obligational authority - _ - a aati 79 
Nonappropriated funds, use of__-_---- - - - .---- 66, 231, 234, 331, 333, 338 
Obligations: 

Estimated obligations and obligational availability, 1955-57 81 

Unobligated balances - - - —- setae casticd owes 80, 84, 90, 99, 195 
Returns to the Treasury------ ae 82, 89 
Sale of Government property, increase in- 88 
Section 1311: 

Definitions under_-- bom bate thie baeeecae _. 41, 195, 407 

Effect of ____-- “ 41, 407 

C 
Civil engineering, Navy - - ’ baka 824 
Civilian employment by budget activity___--.-..---- ditecd. 871 
Comparative transfer _ _ - --- Se Lantdty ps 828 
Construction battalion support. + acagaaaa wis re efiios. 869 
Deferred maintenance ae invcaaiia-barcaed 830 
Departmental administration _ _ _ _ - ‘ a Jewels + 871 
Ratineninn te ance enamunine nee’ covebdadue 838 
Estimates, justification ne aun gn teeeiel melee _..-. 834, 836 


De a hi cdenbnienneee deus eiebnce Si 830 





VI 


Civil engineering, Navy—Continued 
Shore establishments, maintenance and operation of ‘ 
Construction battalion centers... ..........-2 2-2. sa 
Deferred maintenance as result of reprograming 
District transportation pools and other facilities__.__...______- 
Naval stations, public works departments of 
Navy housing 
Public works centers 
Special projects 
Spain: 
Contractor function in 
Program in_ 
Special procurement 
Unobligated balances 
Civilian personnel. 
Contracts: 
Clearance procedures___- 3, 28 
Duplication of Navy and contractor personnel in supervision and 
planning 
Financial assistance to contractors, extension of 
Fixed-price contracting 
Labor surplus area programs-.---_--......-_----.------ 
Letter contracts, changes in sOUIGt 
Negotiation of contracts............0 02 L222... 
Production loans - - --_ 
OCU RNAQON oo ce Ss oe serecoawee COPE G0 by bowers... 
Small business 
Specifications, adequacy of 
Unsettled contract termination 


saci ci ti isi ae ANZ te? Ae LEBER EAA i 


ae 2 a Sa attic Rls URE AON hie eet 


Family housing quarters: 
Aeronautics, furniture for_- ‘ 
Capehart housing, legal interpretation on furnishing 
Great Lakes, Ill 
Marine Corps 
Naval Supply School, 
Policy on furnishing 
ae mie ek w 
Financial management: 
Accomplishments in 
Apportionments -_- 
Assistant Secretary (Comptroller), general statement of _ _- 
Comptroller, organization of office of r 
Financial assistance to contractors, extension of_____________ 35, 53, 54, 62 
Nonappropriated funds, use of 
Production loans_ 
Staff personnel _ - __- 


BAD? SOPDIGE GOR NIOKIOING. .c soos oc oon co JOC Ten... 


M 
Marine Corps: 

Commandant, general statement of 

Military personnel 
Approere.ons ama Onugetions..... oo ees 
Changes in budget estimates, 1957, justification of 
Estimates, justification of 
Individual clothing 
Movements, permanent change of station 
UNOS COME. occcwekaccwamcacacase eubile suisse 
WO - BE GOWOMOOE 6 oo oo oo od occ csc cone SUL UU EU JECTS 


Subsistence in kind 
Unexpended balances - -.-........-------- sosoniiui eeu 





Marine Corps—Continued 
Procurement__ 
Ammunition and guided missiles - 
Army, procurement by 
Budget authorizations, expenditures, and balances- 
Electronics and communication equipment 
Estimates, justification of 
Funding goal, 1957 
Items for test__. Sema < 
New obligational authority, 1956-57__ _- 
Obligation and expenditures aie wie 
Railroad, construction, and materials-handling equipment. 
Shopping list : . - 
Support vehicles , 
Undelivered orders____-- 
Weapons and ordnance equipment- 
Reserve personnel 
Estimates, justifice ation of.__- 
Number of 
Reserve officer candidates - 
Reserve personnel _ -_ _-----_- 
Unexpended balance... __ Z 
Unobligated balances, analys sis of ___- 
Stock fund__-_-_-- Be 
— and facilities 
amp Pendleton, problem of water supply ‘at. 
Cataloging 
Civilian employment_ - 
Departmental administration eo 
Depot supply system_____--~---- a 209 
Estimates, justification of ‘ ; pick See td Bis. 187 
Marine Corps Reserve training--- -- -- - - -- - eases EEL. 212 
Obligations and expenditures _ _ - patiatia tal baial JX 5, 189 
Ordnance items, transfer to stock fund. ous, 193 
Quarters, furnishing of i. wn 
Supporting forces__-_- BFS ow os 190 
Training and operations ; pamic's 191 
Transportation of things___-- --- Big See. 211 
Unit training and operations-___- - --- --- i pitiewctkvcdrds sea aan 
Medical care, Navy- ; ‘ 755 
Care of the dead___- Po 818 
Civilian employment by budget activity. : 2S 821 
Civilian physicians, salaries of J ot 778 
Closed circuit television at Naval Medical Center____- 2c, ccelse Fae 
Departmental administration __ — _ ~~ -- a 821 
Education and training___. a j 791 
Estimates, justification of__..______- £84 ii tL 780 
Funding responsibility, change in : 760 
Medical and dental officers, 1954-57 IX 790 
Medical material support a 810 
Medical treatment facilities, maintenance and operation of _- ay 783 
Naval hospitals, reduction in funds for i 766 
Noneffectives, decline in rate of ; Jesh’ Ten 
Nonnaval facilities, medical care in--- ---- es ecg sos... FOS; Sia 
Obligated balances carried forward___------ 774 
Other facilities, medical services, supplies and. equipment ati. ; 800 
Patient-day, cost per vated gitsia 
Patient load, increase in 
Personnel, use of 
Quantico, funding test program at 
Reprograming 
Services, supplies and equipment, nonrecurring procurement of __- 
Transfers, comparative 





viol 


Military construction, Naval Reserve Forces 

Appropriations and obligations, breakdown by 

Aviation facilities__-___-_ i te wncbicte pe pierie d obit Lay bit beiianeiern Wet e « « 
Authorization status, appropriations, and costs 
Columbus, Ohio, NAS 
Dallas, Tex., NAS 
Denver, Colo., N 
Glenview, IIl., 

Lincoln, Nebr... N: ies 93, 

Los Alamitos, C alif., il eee ee 897, 900 
Miami, Fla., MC AS. Dit ait a ee tse 1h rr 897, 900 
Minneapolis, Minn., NAS-_----- = " " . 898, 900 
New York, N. Y., NAS 898 
Niagara Falls, N. Y., NAS 99, 901 
Oakland, Calif., NAS 901 
Olathe, Kans., NAS. , 906 
St. Louis, Mo., I 903 
Seattle, Wash., } 902 
South Wey mouth, es y 902 
Willow Grove, Pa., NAS 905, 906 

Marine Corps Reserve, ground 915 
Arlington, Va., MCRTC 922 
Authorization status, appropriations, and cost__......-.--.---- 915 
Baltimore, Md., N. and M. C. R. T. C 922 
Forty Fort, Pa., M 923 
Real estate, availability of 918 
Rochester, N. Y., N. and M. C. R. T. C 924 

Obligations: 

Breakdown by 878 
Status of 883 
enommietes Tends... =... - -yeiniesd cnckns lucene diesmats<s 881 

NN a ay eer es ere er 908 
Authorization status, appropriations, and costs___.._..-...---- 908 
Clifton, N. J... NRTC 908 
Eddystone, Pa., N&EMRTC ; 909 
Kingsburg, Calif., NREF ; 914 
McKeesport, Pa., NRTC 915 
Program, 1957, and availability of land ; 911 
Raleigh, 8. C., NRTC 
Wilmington, Del., 

Military personnel: 

Appropriation content, revisions of _ _ - 

Assistant Secretary of Personnel and Reserve Forces, general state- 

ment of 

Bad conduct discharges, problems of 

Battle efficiency awards. 

Chief of Naval Personnel, statement of 

Draftees _ _ - 

Effectiveness of Shore Establishment, reduced level of 

Facilities and-eatebliah means, in icninicdens sescbinw —Lenncecu-penh 

Movements, permanent change of station, report on 194, 226, 1182 

Naval reserves: 

Promotions ___- gaia. aoktit 227 
Reserve Forces Act, 1955, effect of 226 
Strength 80, 284 
Promotions in_- . 227 
Regular Navy, transfers to , 229 

Obligations and expenditures___................-.--------------- 224 

Permanent change of station, committee staff study on__ 194, 226, 1182 

Recruiting 221, 230, 331, 337 

OOO cs sete es aaa nsas qsaonninem bee —ittri heise onan s% 240 

POE a ic ok he rk ewer ee wees nas ss ukeiKtenio ae 240 

I ns imi pin ssl ppg palais nde RR tl 242 

Strength 219 

Training 5, 326 





Military personnel—Continued Page. 
Transfer of funds_ ... 224, 251, 311 
223, 231, 331, 333, 338 
Receipts from resale activities................-.-..--...-.--- 234 
Military personnel, Navy 248 
ectiveness of Shore Establishment, reduced level. of 250 
Estimate, justification of es 
Individual clothing 266 
Movements, permanent change of station 272 
Obligated carryovers 9, 253 
Obligations 
Other costs 
Pay and allowances 
Reprograming 
Subsistence in kind 


ORK COOOCCIINnNoLrAODnNDO 6 


Military ea Transport Service 
Assets-fluctuations, 1955 
Commercial shipping operations 
Dry-cargo traffic 


2 DO be 


Income, expenses, etc 

Inventory of aircraft 

Liabilities and corpus fluctuations, 1955 

Merchant marine, support of 

Operating costs 

Operating reserve__...........----- Pe et ec ns lili ae Ile eo Med Aaah ; 1160 
Organization sie Se 
Cer TG VE ne eee ee oe ce seca c we 1147 
ae Re a eee ed leg ian eee cae ee Se 
ee Soa ote Cee eae oe ewe aae Maal _- 1135 
Personnel ee. 
Petroleum traffic ade 1136 
os a oe iw ep ae 

ala ts Shen alee ose 

Scope of business 

tee I a ea ewceesew 

Traffic cost per mile_ _ _- 


mAOWN oh or 


Estimates, inatitingtion Misecas 

Field administration _ 

Naval petroleum reserves and related dev ‘elopment_ 

Obligations and expenditures -- 

San Nicolas Island, Calif., petroleum exploration _ _---- 

Navy industrial fund 
Navy personnel, general expenses 

Civilian employment-______-- 

Clothing for men discharged for r inaptitude ¢ or r unsuitability 

Departmental administration - asters scsess 

Estimates, justification of oe oy 

Housing, furnishing of 

Maintenance and oper: ition work, backlog ” 

Naval Academy - arias 

Obligated balances carrie .d forward____._______- 

Other personnel facilities _ _ - 

Personnel support aa pare eae Eeaee 

Recruiting_-__-_-_-- Baos one Fats e eee ts 221, 230, 331, 3: 
Welfare and recreation - : =... 393; 231, 234 332; 

Appropriated and non: nappropriated funds, use of- 


Reprograming of funds 
Training: 
Naval .Reserve 





x 


O 
Ordnance and ammunition: 
Civilian employment Management basis 
Ordnance and facilities, Navy 
Civilian employment by budget activity 
Departmental administration 
Contracts, administration of 
Personnel, distribution of 
Estimates, justification of 
Facilities: 
nn aah amum es 
Improvements and alterations to 
Macon, Ga., naval ordnance plant 
Maintenance and operation of 
Obligations 
Ordnance and ammunition, maintenance of 
Reprograming 
Shumaker, Ark., Naval Ammunition Depot 
Transfers, comparative 
Ordnance for new construction, Navy 
Procurement of ordnance and ammunition, Navy 
Ammunition 


Civilian employment by budget activity 
New obligational authority and total programs 
Obligations and expenditures 
Obligation estimates, reconciliation of _- 
Rate of obligations, procedure for increasing 
Unapportioned and unallocated funds__--- - ante an se i eiaeilie 
Unobligated balances _ . 
Ordnance equipment-___- -- - - 
Ordnance guided missiles 
Reprograming 
Requirements and expenditures, 1957 
P 
Permanent change of station, report on_ 
Procurement (see also, Contracts, this index) 
Production (see also, Contracts, this index) 
Flood disaster area program 
Labor surplus area programs 
New developments and research, effect on delivery schedules-__-_- - - - -- 
Production analysis system é 
PP OOGAON BOGE on. a nincn ne camenanecastébalspugunn te see beeu 54, 62 
Reserve plant program 


Research and development 
Aviation 
Civil engineering . 
re aE A A son i:deedttninenibhtesinpasinniae 
Me Raeeogen of 


International Gosphysical SITE ix a ww cllechemsendir henkiounticninseniiasiinaial 932, 945 
Lamplight project 

Marine Corps 

NN ee ec esbunnceuwansodsemeiiined 
Naval personnel 

Naval research 

Obligations and unobligated balances 

Ordnance 

Principles and objectives 

Program content 

Scientists, deficiency in number of young 

Screening of projects 

a a a idan ic at bn Sd ah scab ts ota thee 


Supply 





CONOR NY & 


D 
° 
6 
Y 
D 
I 
y 
t 
8 
) 
2 
3 
) 
4 
L 
> 
3 
) 
3 
) 
} 
} 
} 
, 


1 ne I at 


cnet til Aberin Sarria i. 


al elles micelle. 


Reserve personnel, Navy _- 
Drill-pay-status personnel 
Estimates, justification of 


Page 
277 
286 
281 


Obligated balances brought forw aa 280, 287 


Reserve officer candidates 
Reserve personnel 
Standby Reserve 


302 
289 
285 


Strength calli Siete near Mh tect, <n 


Reserve plant program 


Servicewide operations, Navy ------ 
Administrative headquarters for naval dist ricts, bases, and stations 
Contingencies of the Navy 
Departmental administration 
Field services __-_------ 
Hydrographic Office - ‘ 
Inter-American affairs and support of international projects- 
Naval Observatory 
Nonavailability of funds____--__- devo ne steietadtoutte 


Obligations _ 1075, 


Printing equipment and related costs, printing plants-- 
Reprograming 
Servicewide communications 

Servicewide supply and finance 


Cataloging 1007, 


Civilian employment by budget activity 
Departmental administration 
Estimates, justification of the_ 
Inventories, value and status of 
Material control system 
Inventory controls 
Material usage by fiscal year 
Mobilization reserve inventory 
Navy stock fund 
Extension to coverage of more classes of material________- 
Policy Guidance Board 
Obligated balances 
Obsolescence or deterioration, losses from 


- 3, 11, 25, 840 


1061 
1070 
1111 
1095 
1102 
1077 
1088 
1084 
1066 
1069 
1100 
1067 
1072 
1000 
1034 
1045 
1044 
1016 
1005 
1030 
, 1009 
” 1006 
1012 
1048 

45 

49 
1015 
1008 

13 


Seale distribution system 5, 13, 1019 


Surplus, declaration of 
ND i on i MRE aladdcltaceebweh elu Swdlinieoe 
Ships 
Active and reserve fleets, number of ships in 
Appropriation request, adequacy of 
Commercial vessels, construction of 
Construction of ships, Navy 
Employment, civilian and military 
Guided-missile ships, construction and conversion of (see also Ship- 
building and Conversion, Navy, below) 5 
Need for ships, determination of. 
Nuclear-powered fleet, transition to (see also Shipbuilding and Con- 
version, Navy, below) 
Private shipy ards, aw ards to 
Repair parts inventory, value of 
Research and development 
Shipbuilding and conversion, Navy 
Electronics, major procurement 
Estimates, justification of the 
Guided missiles: 
Carriers, use on 
Destroyers, capability of 
Language changes 
MDAP, reimbursement from 


1011 
1013 
505 
522 
536 
520 
657 
648 


7, 522 


515 


522 
, 518 
520 
518 
524 
588 
539 


564 
572 
532 
530 





XII 


Ships—Continued 
Shipbuilding and conversion, Navy—Continued Page. 
1952 program 549 
1953 program 551 
1954 program 552 
1955 program 553 
1956 program 554 
1957 conversion program ; 577 
Amphibious assault ship 582 
Antisubmarine requirements... ........... 200s LiL 584 
Attack aircraft carrier 579, 581 
Attack transport 582 
Battle cruiser 580 
Breakdown of 566 
Light cruisers, guided missile 577 
acer picket qpeort. yeusels.... . 25 S45 LOU se oe 583 
Seaplane tender 584 
DEE ccisnacddbuneccekssctdcckanxvauecuuilalied 581 
1957 shipbuilding program 559 
Ammunition ship 576 
Attack aircraft carriers 562 
Carriers, cost of 567 
Destroyers 570 
ry WOR oc watanh see dsue chink dees mune 576 
Frigates_____-_ 573 
DR OLS beeen chen du dam DUE GS 560 
New construction_...........-.-. 566 
Pee TOME 5 cd ca' CEILS Oe eO a UCU Ls 571 
Submarines__--_----- ; : 575 
1058 .oroaram . . 2 = 222-24 590 
Nuclear power: 
Adaptation to surface ships_- scene everese 561 
Carriers _ -- -- ie pepe Se . 569 
Obligations and expenditures: 
Actual and estimated expenditures, summary of 546 
Obligational authority, relationship of 545 
Unexpended balances 528 
534 
Ordnance program, change in 529 
Progress of programs and cost estimates 556 
Reprograming aes . 531 
Reserve tools and facilities_______...____-_- 585 
Tonnage authority 548 
Ships and facilities, Navy_...............---.- 592 
Active fleet, maintenance and operation of 96, 605 
Departmental administration ____...-____-_-- ; , 647 
Faas, suppers Cacuitees ss) PUL 22 Oh ee SOA 636 
Fuel for ships___- jue 625 
Language changes —— Pub sae Ae Oe: Se 
Maintenance material procurement and rehabilitation of____ 629 
Naval reserve training vessels, maintenance and operation of____ 624 
Obligations by budget activity 600 
Reprograming wie 53 eg Sac AS a Adtbbapadae 596 
Reserve fleet, maintenance and preservation of ve 617 
Ship alterations and repairs__--_ _- PURE. oS THOS 612 
Stoek fund, transfer of funds to 594 
Technical support program _ - ij 614 
Transfer of funds__. IGN, 4 596 
Unexpended balances : 595 
Shore facilities _ _ _- 509 
Value engineering program 
Small business, contracts with 
Surplus property, disposal of 








